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Vietnamese must lea ib 

With regard to the editorial Peace, Khmer 
style [10 Sept.], there is a misunderstand- 
ing of the UN's role in Cambodia. The UN 
should verify the withdrawal of all catego- 


ries of foreigners in close cooperation with. 
mbodian parties. It’s not the re- 
sponsibility of the Khmer Rouge or of the 





the four C. 


other Cambodian parties to identify and 


locate all of these forces. If the UN fails to 
verify the withdrawal of Vietnamese | 


forces, then the Cambodian parties may 
well claim there is no evidence of a total 
Vietnamese military withdrawal. 

Strictly speaking, all the present Viet- 
namese settlers in Cambodia should be 
sent back to their country before next May. 
The Geneva Convention of 1949 clearly 
says that all the settlers brought under the 
protection of a foreign-installed govern- 
ment are illegal. 

Gen. Michel Loridon was dismissed, it 
appears, because of his irregular interpre- 
tation of the UN peacekeeping principle. 
UNTAC’s role in Cambodia is “peacekeep- 
ing,” not “bringing peace by arms.” More 
belligerency in Cambodian forests will not 
bring peace. 

Bangkok NARITAKA SUGIHARA 


The facts are there 

The headline No defence for ignorance is 
singularly appropriate for the letter from 
Andrew Roche [17 Sept.] who, unable to 
refute my review [20 Aug.], similarly relies 
on readers' ignorance of the facts to rub- 
bish the reviewer. My own book is about 
Mongolia in the 1980s, but any reader can 
find references to the purging of the lamas, 
destruction of the monasteries and subse- 
quent uprisings (p.21, 22, 35), or for exam- 
ple, in the REVIEW (November 1972, De- 
cember 1974, etc). Readers could also note 
the warning in my book: "The Mongolian 
authorities hold a monopoly of statistical 
and other information which in most cases 
cannot be checked. . . Only rarely does 
some accidental inconsistency, divergent 
view or expert witness provide contrast." 

It was the job of the Mongolia-watcher 
to make some sense of the official media. 
Since I began writing for the REVIEW in 
1972, I have offered it only digested Unen 
(Mongolia's Pravda). Not knowing any dis- 
sidents, I still managed to write about the 
purges in the Academy of Sciences 
(REVIEW, February 1982), the plight of Mon- 
golia's Chinese (June 1983), the registration 
of typewriters (August 1984), or lack of me- 
dia openness (June 1987). 

Simply reporting the economic failures 
and political intrigues of Mongolia's com- 
munist leaders raised important questions 
about the regime's legitimacy. Sanders "as 
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Television, in Ulan Bator the previo m 
August, "not to write about personalities E 








in the Mongolian leadership” D M 
ALAN SANDERS | 
School of Oriental and 
London o Studies | 
Face the music 


Alan Senauke's letter [3 Sept.] implicitly 
extols Thai social critic Sulak Sivaraksa as 
a champion of democracy who is coerced 
into living in exile in foreign countries for. pag 
his outspokenness. (us 

To the best of my knowledge, neither. is 
injunction nor threat against one's life pre 
vent Sulak from returning to Thailand. 
Sulak lives in exile at his own will. The lese 
majeste and defamation charges filed. 
against him for his comments during a lec- 
ture one year ago at Bangkok's Thammasat - 
University are still pending. And as a law- 
abiding citizen, Sulak should come back. 
and defend himself against the charges in 
court at home instead of roaming about 
the world and crying foul. E 

I also found Senauke's call for Prime 
Minister Anand Panyarachun to direct the 
public prosecutor to "drop all charges 
against Sulak and [to invite] him to return 
to Thailand" a mockery of Thailand's - 
democratic system. By etiquette, no admin- 
istrative branch in a civilised society inter- 
feres with judicial proceedings. The prime 
minister also is not duty-bound to issuein- 
vitations for any Thai expatriates to return — 
home. A man of Sulak's stature can surely - 
decide for himself whether to return home : 5 
— without an invitation. es 









Yards of solid prospects : 
I refer to the article entitled Yards of dis r 
pair [20 Aug.] which addresses some of t 
unarguable difficulties facing Singapore's 
marine industry. This piece ignored sev- 
eral major mitigating factors (such as envi- 
ronmental concerns, low freight rates and 
the capital and capacity constraints. limit- 
ing new large-scale shipbuilding). Also, Faro 
East Levingston Shipbuilding is indeed - 
working on four building contracts. But, 
not all are for oil rigs and not all will 
completed by the end of this s yen C 




















Home Maid 


Àn immaculately made bed. 
Freshly laundered clothes. 
A spick and span room. 
Everything wiped, dusted 
and vacuumed. Ah, 
the comforts of home. 
Without you ever having to 
lift a finger. The Equatorial. 
À definite home advantage. 
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the construction assignments is for a cable- 
laying vessel, and one of the oil rig assign- 
ments will be completed at the end of 1993. 
There are clearly other non-marine re- 
lated local, regional and global factors in- 
fluencing retail and institutional investors 
which explain the sharp decline in share 
prices for shipyard companies in recent 
months. The most obvious data available 
for illustrating Singapore shipyards' pros- 
pects, an average of analysts' profit fore- 
casts, must have posed a dilemma to the 
author: had this been depicted, the accom- _ 
panying chart would have demonstrated a ` 
distinctly upward trend, not downward. 
Singapore LESLEY BENDIG 


ee 


More than just numbers 

As a Malay, I am ashamed of the way my 
government has treated the non-Malays in 
Malaysia. Your report [Worrisome influx, 
6 Aug.] highlighted how the Malay leader- 
ship in Malaysia is so bankrupt of ideas 
that they must use religion as a political 
tool. As a Muslim, I am insulted to know 
that my government is only interested in 
numbers, the more Muslims or converts 
the better. But what is the use of convert- 
ing all the non-Malays when they will end 
up as Muslims in name only. 

Indonesia, which has the largest Mus- 
lim population in the world, does not re- 
quire a person to convert when he or she 
marries someone who is a Muslim, unlike 
here in Malaysia. Maybe that’s the reason 
so many observers regard Indonesia as a 
better choice for long-term growth and sta- 
bility than Malaysia. 

Johor SHAFIQUE HJ BAKRI 


Corrections 

A photograph 
accompanying New 
hands on the 
helm. [rocus, 3 
Sept.] was of Robert 
Coyiuto, not Oscar 
de Venecia. De 
Venecia is chairman 
and president of 
Basic Petroleum 
and Minerals and 
Coyiuto is chief 
executive of 
Oriental Petroleum. Coyiuto. 





Filinvest Development Corp., not Fil-Estate 
Realty Development Corp., won the bidding 
to develop land in Muntinlupa, south of 
Manila [Focus, 3 Sept.]. 


In the COVER STORY on Taiwan-China 
relations [17 Sept.] it was suggested that 
Taiwan's global trade surplus in 1992 might 
reach LIS$28 billion. In fact, most estimates 
point to a surplus of US$8-9 billion. 
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Dawn. The sun rises on the is- 
land of Java, shining down on a 
train travelling the Surabaya- 
Kertosono line. The track circuits 
are ours. A few hours later, the 
same sun rises over our power 
station at Mers El Hadjadj, Alge- 
ria. And, later still, over our geo- 
thermal plants in Middletown, 
California. Hour after hour, the 
sun rises over our achievements 
in TO countries. In 30 of these we 
have established sales and pro- 


duction organizations. We at 





WITHOUT MOVING AN INCH 
WE SEE THE SUN RISE 


— 


10 TIMES A DAY. 
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INDUSTRY POWER TRANSPORTATION 
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Ansaldo are world leaders in 


electromechanics. We know how 
to combine advanced design and 
constructional ability, flexibly. 
That's how we are able to supply 
specific solutions for industry, 
power and transportation. Fields 
united by a common strate- 
gic vision, based on advanced 
technology, research, and the 
quality of our human resources. 
Stop, now, and think: at this 
instant, somewhere in the world, 


the sun is rising on Ansaldo. 


G R O U P 





tai or made for Asia’ s new investors. 
The rising generation of savers has 
_ neither the time nor, perhaps, the. 
ntacts to invest directly in shares and. 
bonds. So, demand for pooled . funds. 

ill rise, but which are the ones to buy? 
To help readers choose from the _ 
hundreds available, the REVIEW 
publishes tables of the best performing 
funds in more than 20 different: | 

categories. Finance correspondent 
. Henny Sender profiles two of the top ` 
-— fund managers and the REVIEW 


p discusses prospects for the markets with i 


_ four senior fund managers. From now . 
-> OR, WHERE TO PUT YOUR MONEY will 
ee e appear every three months 53. 









Korea : The Nuclear Question 
Agencies of the US Government are 


|. Korea's nuclear programme e- 
S QE new tune 10 


: : Thailand : Cabinet 


m Democrat Chuan Leekpai h heads : pro 


B democracy coalition as bargaining starts 





INTELLIGENCE 








. Great Way to Buy 
-Singapore Airlines (SIA) is interested 
-in taking a substantial equity position 
“in Australia's newly merged national 
carrier Qantas and requested a 
meeting with Australian Prime 
Minister Paul Keating to probe 
whether his government has any 
objections. The Australian Government 
has stipulated that no single foreign 
Shareholder can hold more than 
15% of Qantas equity when it is 
partially privatised. Keating is due to 
meet SIA chairman J. Y. Pillay and the 
o . airüin s managing director Cheong 
-Choong Kong in Singapore on 26 
: September. 
















The ruling KMT is hard at work ^. 
. assembling candidate lists for the 19 
. December legislative elections 14 


Media : Radio Free Asia 


Cover illustration dcs ind Hui and Mike Mokeever. : 


caught up in a fierce debate over North | 


A US Congressional commission 
recommends the funding of a radio 


^ service beamed at some Asian states 16 


i Media : Russia-Vietnam : $ » 
a Hanoi is p amayed at paving its human 


A few shocks for Roh’s colleagues (18). 


Look South 


Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad's presence at the 
Non-Aligned Meeting in Jakarta turned 
many heads, but his own attention was 
drawn to some of the industrial projects 
he toured in the course of his stay in 
Indonesia. Sources say that he was so 
impressed, he instructed cabinet 
members to take a harder look at 
Indonesia's industrialisation programme, 
and in particular at its approach to the 
aerospace industry. 


Laager Clout 


As Kuala Lumpur and Singapore warm 
to potentially lucrative trade and 
business ties with Pretoria, Singapore 
has been first to establish a diplomatic 
presence in South Africa with the 
establishment of a consular office. 
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At major - company is forced to bak > 
downona scheme to import Chinese | 
| workers 18. E | 
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: Diplomacy : oeil dapen - SPARES 
‘Australian. Prime Minister Keating wins | 


more support for plans to give the Ape 
forum a higher profile 20 — 


. Malaysia : Parliament 
| The: mage: of parliament has taken a 





Malaysia is moving more cautiously, 
and has opted to send a diplomat to 
South Africa in the guise of an official of 
state-owned Malaysia Airlines. 


Copping Out 


The Philippines' Presidential Anti-Crime 
Commission's campaign headed by 
Vice-President Joseph Estrada appears 
to have fizzled out, with a Chinese- 
Filipino organisation claiming there 
have been 22 kidnapping cases 
involving the payment of P50 million. 
(US$2 million) since August alone. 
Action to halt the kidnappings, which 
have led to the deaths of at least two 


Victims in recent weeks, are being 


hampered by deteriorating relations - 
between some senior Philippine 
National Police officers and Estrada. 
The police officers claim Estrada will 
not last long in his position, while 
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| tes : Korean dmericens. 

E ngeles' Korean American 

e community is becoming increasingly 
bitter as it tries to rebuild 26 . 


China : Politburo 

- Reformists figure prominently ina | 
proposed new line-up for the p 
committee of the politburo 27 


Arts & Society - 


China : Theatre 


. Peking theatre audiences are lining 1 up to 


see a play about the last Roman - 


emperor, but find that it La to he 2 


: present 32 





Business 


x India : Industry 
- An Indian firm is about to undercist me 
cost of the US-produced Aids drug AZT. 
But its coup may reignite a Us-Indian 
dispute over copyright protection 78. 


Hongkong : Companies 


- Liquid-crystal display maker Varitronix. 1: 


- International finds niche applications for 
-its monochrome technology 80. 


. sources close to the vice-president say 

- Estrada suspects that at least one 
member of his staff has links with the 
kidnapping syndicates, which has 
-allowed the gangs to operate with 

. virtual impunity. 

Executive Action 

A meeting scheduled for 25 September 
between Chinese Foreign Minister Qian 
Qichen and British Foreign Secretary 


Douglas Hurd in New York to discuss. 
the contents of a key speech to be 






_ Patten on 7 October is also expected to 
cover the participation of elected 
members, notably United Democrat 
., leaders Martin Lee and Szeto. Wah, in 

. the colony’s Executive Council, or de 
-facto cabinet. Peking is strongly irae 
_ to such a move, and has are held . 
back its ree tor ME So 
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ae ‘Malaysia : ‘Companies. | 
<- Troubled Innovest is blasted E an 
-official of government investment-fund 
-PNB for an intra-group loan made at a 
~ time when the group is under financial 







ng economy 82 i 


pressure 84 


India : Markets 


Foreign-investment reforms are luring 
merchant bankers. But so far, they seem- 
more interested in offshore equity issues _ 
than the local stockmarket 86 


| Japan : Companies 
"Bubble" 


casualty Itoman, now 
managed by major creditor Sumitomo 


| Bank, will be merged with a Sumitomo 
group subsidiary 86 


|. Region : Currencies 
EN While Asia has been an oasis of calm in 

: Europe’ s currency crisis, the EMS 2 
- turbulence will have some effect 89 


F Companies 

oe Brilliance Automotive plans to be the 

So - first state-owned Chinese company to 
list in New York 90 


-Hongkong : Marketing 
Businessman David Tang has a mission 
= — to sell Cuban cigars to Asia 90 


planned multibillion dollar airport 
project until the constitutional issue of 
the council's composition has been 
resolved. 


Mystery Tour 


Leaders of ethnic Naga insurgents from | 
India’s northeast have been seen recently 


in Bangkok, sources in the Thai capital 
say. Thuingaleng Muivah, general 
secretary of the National Socialist 
Council of Nagaland (NSCN), visited the 


7 Thai capital in June and July while the 
delivered by Hongkong. Governor Chris | 
^. also been seen in Bangkok on several 
. Occasions recently. While the reason for 
their visits is unclear, the staunchly 


group's chairman, Issac Chishi Swu, has 


Christian NSCN is known to be looking 
for support from overseas church 
groups sympathetic to their cause of 


, creating an independent Nagaland 
based on territory in northeastern India 


———— 
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and northwestern Burma. The 
Nagas have been short of military s 
supplies since Peking ended its support 
for the movement more than 15 years 
ago. 


Trawling the Airwaves 

Over the past two years, China 

has launched six specialist ships 

to gather signals intelligence. The 
vessels — built at an estimated cost 
of US$12 million — are equipped 
with sophisticated listening gear and | 
operate primarily in the Yellow Sea, the . 
East China Sea and the Sea of Japan, ~ 
where they monitor naval signals traffic. 
and other transmissions from Japan, the ` 
Korean peninsula and Taiwan. China's _ 
electronic intelligence gathering in the . 
South China Sea is largely carried E 
out by listening posts based on Hainan | 
island. uUo ded 


Roh: pressing for economic ties. 


Atomic ambivalence 
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KOREA 


For years Washington has said Pyongyang has a clandestine nuclear 
weapons programme. Now doubts are emerging within the US 
Government over whether Kim Il Sung's bomb is a paper tiger. 





By N Nayan Chanda in Seoul 


n recent talks with the US, North Ko- 
rea has been lobbying hard to normal- 
ise bilateral ties. While this may be 
natural for a bankrupt and interna- 
tionally isolated regime, Pyongyang's ea- 
gerness, persistence and new-found will- 
ingness to permit international inspection 
of its nuclear facilities have intensified a 
debate in Washington about President Kim 
Il Sung's secret quest for nuclear weapons. 

While the South Korean Government 
and the US State Department seem inclined 
to believe that North Korea has abandoned 
its weapons programme, the Pentagon and 
the CIA harbour deep suspicions that 
Pyongyang is still pursuing its nuclear 
ambition. 

The differences emerged last week with 
a senior US official here saying that the US 
intelligence community had erred in its as- 
sessment of the North Korean nuclear pro- 
gramme. But another official, based in 
Washington, criticised the suggestion that 
North Korea had given up its plans to 
build atomic bombs. 

The nuclear issue has acquired greater 
urgency with North Korea stepping up its 
efforts to establish diplomatic ties with the 
US and South Korean President Roh Tae 
Woo pressing to build economic ties with 
North Korea. Both moves could be facili- 





tated if North Korea was found to have 
given up its nuclear programme. 

In testimony before the Congress ear- 
lier this year, CIA director Robert Gates 
said: "We believe Pyongyang is close, per- 
haps very close, to having nuclear weap- 
ons capability." In an apparent disavowal 
of that estimate a senior US official in Seoul 
told the REVIEW that the US had overesti- 
mated North Korea's capability. 

The official said: "We made a mistake 
in reading too much of Iraq into the North 
Korean scene." He was referring to the 
tough line adopted by the UN after discov- 
ering that despite signing the Nuclear Non- 
proliferation Treaty (NPT) Iraq had gone far 
ahead in its furtive effort to build nuclear 
weapons. 

According to the official, there are two 
schools of thought among US analysts. One 
school believes that the North Koreans 
tried to reprocess plutonium and build a 
bomb but, having failed, they have given 
up. The second school thinks that despite 
their lack of success they have not given 
up. But he added that "a consensus is 
emerging in Washington and that view is 
much less apocalyptic than in the past." 

Interestingly, a few days after the offi- 
cial spoke with the REVIEW, Japan's Kyodo 
News Agency quoted an unnamed State 
Department source in Washington as say- 
ing that the US believes North Korea is no 
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longer pursuing its nuclear weapons pro- 
gramme. Roh too said in a newspaper in- 
terview that the North's "determination to 
develop nuclear weapons has become 
weaker." 

These statements have not only angered 
some sources in the US Government who 
believe that Pyongyang has not mended 
its ways but have also upset Japan which 
was pressured by the US to adopt a tough 
line making North Korean compliance 
with the NPT an essential condition for dip- 
lomatic recognition and economic aid. 

The Washington-based senior official 
attacked the benign view of North Korea's 
peaceful intentions as unfounded and per- 
nicious. "It's very dangerous to start say- 
ing Pyongyang has stopped its weapons 
programme." He added that the inspec- 
tions by the International Atomic Energy 
Agency (IAEA) team have not produced 
anything to dispel the suspicion. 

In fact, he commented, a variety of 
"technical reasons" offered by the North 
Koreans for denying the IAEA inspectors 
core samples have heightened the suspi- 
cion that they are hiding a key piece of 
evidence. 

Western diplomatic sources with access 
to information from the IAEA said that the 
North Koreans have not yet permitted the 
IAEA to take samples from the core of the 
reactor for laboratory analysis. Leonard 
Spector, a non-proliferation expert at the 
Carnegie Endowment for International 
Peace in Washington, said that the level of 
certain chemicals and radioactivity found 
in the core could indicate whether the 
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North Koreans have used the same fuel 
rod for the past six years as they claim and 
whether a significant quantity of pluto- 
nium has been extracted from the core. The 
North Koreans have admitted to the IAEA 
that a radio-chemistry laboratory had pro- 
duced a small quantity of plutonium. 

The Washington-based senior official 
defended the alarmed assessment by CIA 
chief Gates by saying that findings by the 
IAEA and intelligence collected by the spe- 
cial non-proliferation unit of the CIA give 
ample reason to worry about Pyongyang's 
intentions. He said “the Russians have told 
the US that they have conclusive evidence 
that the North Koreans are engaged in a 
nuclear weapons programme." 

The former Soviet Union played a sig- 
nificant role in training North Korean sci- 
entists and building its research reactor. 
Some 20 North Koreans are studying in the 
Russian nuclear research institute in 
Dubna, though Moscow has assured the 
US that they are not involved in any weap- 
ons-related studies. 

The official said the US also has intelli- 
gence about large explosions in North Ko- 
rea within the past year which could be 
related to nuclear weapons re- 
search. The US also has indica- 
tions that during the last six 
months the North Koreans 
have tried to illegally acquire 
components and technology 
that could only have been used 
in atomic weapons. The official 
said that the US has not gone 
public with the information 
because it is "soft evidence" 
and publicising it could expose 
intelligence collection methods 
and sources. 

The suspicion of the Penta- 
gon and the CIA is also based 
on Pyongyang's proven skill in 
hiding its activities. Recently it 
informed the IAEA of the exist- 
ence of a reactor that Ameri- 
can intelligence had not even 
spotted. "How do we know 
that they don't have other reactors churn- 
ing away in some cave?" the official asked. 

However, a State Department official 
said "for the first time the US is not look- 
ing at North Korea as a two-dimensional 
country with a cardboard emperor." It is 
not that the US now knows vastly more 
than it did in the past, he said, but the in- 
creased contacts — North-South prime 
ministerial talks and visits by overseas Ko- 
reans — have given the US a somewhat 
better appreciation of North Korea, its lead- 
ership rivalries and other complexities. 

Suspicions about Pyongyang's nuclear 
ambitions have grown because despite its 
adherence to the NPT since 1985 North Ko- 
rea refused until April 1992 to sign the nec- 
essary agreements to allow the IAEA to in- 
spect its nuclear material and facilities. Al- 
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One more round of North-South talks end. 


though the installations have been photo- 
graphed by US reconnaissance satellites, 
Pyongyang has continued to deny the ex- 
istence of these installations, except for a 
small research reactor. 

The US concern was heightened by the 
discovery in the mid-1980s that in addition 
to the reactors North Korea had begun con- 
structing a large facility to reprocess spent 
reactor fuel in order to extract plutonium 
— the raw material for nuclear weapons. 
The Carnegie Endowment's Spector esti- 
mated that as the undeclared 30 MW reac- 
tor has been in use since 1987 it was possi- 
ble for Pyongyang to extract enough pluto- 
nium from the reactor's spent fuel to build 
a bomb. 

The US debate over Pyongyang's nu- 
clear programme comes against the back- 
drop of a growing isolation of North Korea 
and its steady attempts for diplomatic ties 
with Washington. Since early 1989 Ameri- 
can diplomats in Peking have been hold- 
ing periodic meetings with North Korean 
counterparts. The latest meeting, the 25th, 
was held on 14 September. The North Ko- 
reans are known to have urged the US to 
upgrade the level of talks. 





The first high-level meeting between 
North Korea and the US since the end of 
the Korean War was held in New York in 
January. Arnold Kanter, the Undersecre- 
tary of State for Political Affairs, accom- 
panied by senior Asia specialists met Kim 
Yong Sun, the Korean Workers' Party Cen- 
tral Committee secretary for international 
affairs and a confidant of President Kim. 

"We laid down the line," said a partici- 
pant in the meeting. The US would up- 
grade its dialogue with North Korea only 
after the latter has worked out a satisfac- 
tory bilateral inspection regime with South 
Korea. The improvement of relations 
would depend on North Korea ending its 
exports of ballistic missiles and missile 
technology, paying greater respect for hu- 
man rights and the resolution of bilateral 
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issues such as US servicemen missing dur- 
ing the Korean War. 
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In the “Joint Declaration on Denu- . 
clearisation on the Korean Peninsula" - 


signed by the two Koreas in December 


1991, Pyongyang pledged not "to test, pro- — 


duce, receive, possess, store, deploy or use - 


nuclear weapons", and not to "possess fa- 


cilities for nuclear reprocessing and ura- 


nium enrichment." However, the IAEA later 
found that North Korea indeed was trying 
to complete a huge facility to reprocess plu- 


tonium calling it a “radio-chemical labora- — 


"n 


tory. 
Hans Blix, the director of the IAEA, told 
the US House Foreign Affairs Committee: 
"We find it unusual, not to say exceptional, 


wand 


that a country can build a fairly large plant 


for reprocessing without going through a 
pilot plant." A US official who monitors 
North Korean affairs said that the question 


whether the North Koreans have built a _ 


pilot plant somewhere else cannot be satis- 
factorily answered without the system of 
"challenge inspection" — which gives 
Seoul a free rein to look for such facilities. 
The implementation of the joint decla- 
ration has been deadlocked over South Ko- 
rea's demand for "challenge 
inspection.” Ambassador 
Gong Ro-Myung, chancellor of 
the South Korean Foreign Min- 
istry’s Institute of Foreign Af- 
fairs and National Security and 
head of the South Korean del- 
egation to North-South 
Denuclearisation Commission 
told the Review that South 
wants access to not only the 
seven sites where nuclear ac- 
tivity is taking place but to 
other undeclared locations. 
North Korea has rejected 
the demand on the ground 
that IAEA inspection of its fa- 
cilities has resolved the issue 
of unsafeguarded nuclear ac- 
tivity. For its part Pyongyang 
has demanded to inspect US 
military bases in South Korea 
and examine all the records pertaining to 
the introduction and withdrawal of US nu- 
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clear weapons in the South. 


Before the US announced its intention 
to withdraw nuclear weapons from the 
South in September 1991, Pyongyang had 
demanded the withdrawal of these weap- 
ons as a pre-condition for IAEA inspection 
of its own facilities. On 16 September, Seoul 
and Pyongyang signed three agreements 
on mutual cooperation in several fields, but 
failed to break the deadlock on bilateral 
inspections. 

The State Department seems to believe 
that North Korea will eventually accept the 
demand for unrestricted bilateral inspec- 
tions because they need normalisation with 
the US. The reason is not so much the fear 
of a Romanian-type collapse but, as one 
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State Department analyst said, the "ticking 
biological clock of the Great leader [Kim Il 
Sung]." Kim knows that the surest guaran- 
tee for the succession of his son Kim Jong Il 
is a better international environment for 
North Korea. 

Kim Il Sung does not want to fully open 
up the country or allow large-scale foreign 
investment, the analyst says, but he would 
like to get all the benefits of normalisation 
with the US. These benefits include diplo- 
matic ties with Japan and the hoped for 
Japanese aid, as well as aid and loans from 
the World Bank and UN agencies. 

Partially at Washington's urging, Tokyo 
has put the nuclear issue at the top of its 
agenda in bilateral talks with Pyongyang 
since mid-1990. Tokyo's position is that for 
a normalisation of ties and the flow of eco- 
nomic aid, North Korea must open up all 
its nuclear facilities to full international in- 
spection. “We are prepared to change our 
stance only when it is clear that North Ko- 
rea has neither the ability nor the intent to 
develop nuclear weapons," says a senior 
Japanese official. 

The State Department analyst concurs 
that Pyongyang's immediate thrust is to 
mend fences with the US, but he also puts 
the issue in a broader context. "The North 
Koreans want to improve their relations 
with the world badly," he said, "but not 
badly enough to do it in a great rush." 

The Pentagon and the CIA, however, are 
less sanguine. Washington sources say that 
while the State Department has taken a 
positive view of North Korean willingness 
to open its installations for inspections, the 
Pentagon and the CIA suspect that 
Pyongyang is trying to get out of its isola- 
tion by pretending to comply with the IAEA 
Ee while continuing its clandes- 


ve new tune 
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tine nuclear efforts. 

Despite these internal differences, 
Washington is firm in its demand that 
Pyongyang must accept Seoul's proposal 
for free and unfettered inspections at short 
notice. Inspections by the IAEA are limited 
by its charter to officially declared nuclear 
materials and installations. Unlike in the 
case of Iraq, the IAEA is not empowered by 
the UN Security Council to inspect any site 
at will. 

Spector, who visited North Korea in 
April as part of a Carnegie Endowment 
team of experts, says that the IAEA inspec- 
tions have proved that the US fear that the 
a large factory was ready to start reproc- 
essing plutonium is not correct. “Of course 
one cannot be certain that the North Kore- 
ans have not squirrelled away spent fuel in 
some caves but the fear has subsided be- 
cause the IAEA’s observations correspond 
with what the North Koreans are saying 
they have done.” 

Originally the North Koreans told the 
Carnegie Endowment team that the reac- 
tor in Yongbyon had operated only inter- 
mittently. Spector said he learned that the 
US satellite observation contradicted that 
claim. Later, however, the North Koreans 
did not repeat that claim and in fact in their 
communications with the IAEA admitted 
that the reactor has been in operation con- 
tinuously for six years. 

The North Koreans, however, claim that 
the same fuel rod has been in use for six 
years in Yongbyon. Spector says that while 
that is possible, only an analysis of the fuel 
core could provide definitive evidence as 
to how long it has been in use. That, how- 
ever, does not answer the question whether 
there are other hidden facilities to produce 
fissionable material. a 
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ture. There was a time when his back- 
yard would be littered with leaflets 
showing him sitting like an emperor 
and South Korean President Roh Tae 
Woo to him. Others showed 


Gregg and Roh huddled together plot- 
ting assassination. m Nayan Chanda 
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Prime minister tackles 
party claims for ministries 


By Rodney Tasker in Bangkok 


huan Leekpai is a lucky man. Not 
C only has he become Thailand's 20th 

prime minister — a surprise to him 
and his party colleagues — but he and his 
coalition have also been blessed with cir- 
cumstances which should ensure them a 
lengthy honeymoon. 

Apart from his five-party coalition's 

ular democratic aura as a government 
which will lead Thailand to a new era of 
democracy after a particularly nasty period 
in Thai political history, Chuan has other 
things going for him. Thailand's robust 
economy, which wilted during a year of 
military rule and political violence, is now 
on the upswing. The Bangkok stock ex- 
change notched a record Baht 22.6 billion 
(US$900 million) turnover, with a rise in 
prices of 3.9%, on 21 September as the new 
government took shape. 

A new military leadership is in place 
which promises to concentrate on things 
professional rather than its predecessor's 
ventures into political power. And the size- 
able parliamentary opposition appears, for 
the moment at least, to allow him to set his 
sails in a quest for a period of political sta- 
bility. 

The immediate period after the general 
election, when horse-trading among poten- 
tial coalition partners has traditionally 
resulted in a prolonged frenzy of cabinet- 
seat grabbing, has been a comparatively 
smooth affair. The four core pro-democ- 
racy parties have added a fifth one to in- 
crease the coalition's majority, reflecting 
Chuan and his Democrat Party's willing- 
ness to compromise in an effort to present 
a show of unity. 

As Chuan told the Review: “This time 
we would like to present the image of 
unity." He added that his Democrat Party, 
which won 79 seats in the 360-member 
House of Representatives, has had to make 
"some sacrifices in order to maintain that 
image of stability and unity." 

The facts of life for Chuan, a veteran 
politician and nine-time minister since 
1969, were that while his party scored well 
in the election, his three other allied parties 
could only muster enough seats to give a 
coalition 185 seats in the lower house. The 
three other parties are the Palang Dharma, 
with 47 seats, the New Aspiration Party 
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(NAP) with 51 seats, and Solidarity with a 
mere eight seats. 

These were the parties which opposed 
a previous coalition which gained a major- 
ity after the 22 March general election and 
supported non-elected military chief 
Suchinda Kraprayoon as prime minister. 
Suchinda eventually had to stand down on 
24 May after four days of violent protests 
in which more than 52 unarmed protesters 
were gunned down by troops, with sev- 
eral hundred still missing. 

The 13 September election reflected a 
pro-democracy, anti-military mood which 
gave the four parties a majority over such 
pro-military parties as Chart Thai, Chart 
Pattana and the Social Action Party (SAP). 
But only just. So Chuan and his lieutenants 
first thought of co-opting Chart Pattana, 
headed by former prime minister Chatichai 
Choonhavan, as a fifth partner to add its 
60 seats to the coalition to give it a comfort- 
able majority. 

The move was booed down by 
the other three allies, mainly because 
it would mean Chart Pattana would 
take a large number of cabinet seats 
away from them. So the other three 
came up with a compromise solu- 
tion: bring in the SAP, which won 22 
seats and whose leader, Montri 
Pongpanich, had eased his party's 
way into the coalition by saying that 
he was not seeking a cabinet post. 
Montri, like Chatichai and eight 
other politicians from Chatichai's 
former administration, had his as- 
sets seized by a committee ap- 
pointed by the military junta which 
ruled Thailand from February 1991 
to March 1992 on the basis that they 
acquired unusual wealth while in 
power. 

It was subsequently agreed that 
the SAP should be invited into the 
coalition, minus Montri, to give the 
coalition a total of 207 seats, or a 54- 
seat majority. Then the bargaining over 
cabinet positions started in earnest. 

The Democrats, as the leading party, 
should by rights have controlled key min- 
istries such as finance, interior, industry 
and transport and communications. In- 
stead, Chuan had to give the powerful in- 
terior portfolio to NAP leader Chavalit 
Yongchaiyut, the former military chief who 
had earlier vowed not to take any cabinet 
seat other than that of prime minister. The 
NAP had threatened to walk out of the coa- 
lition unless its boss was given a face-sav- 
ing, powerful ministry to dilute his back- 
tracking on his earlier pledge to accept only 
the prime ministership. 

Chavalit has thus been accommodated, 
while the Democrats retain finance, agri- 
culture, industry and education in the 
49-man cabinet. But the Palang Dharma 
party, headed by charismatic former Bang- 
kok governor Chamlong Srimuang, has 
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still to be assuaged. “Will he or won't he?" 
asked a senior Democrat member as 
Chamlong dithered over an invitation to 
head the key portfolio of transport and 
communications. 

Chamlong led the protesters who con- 
fronted troops in May, eventually leading 
to the resignation in disgrace of Suchinda. 
Once an immensely popular figure in 
Bangkok, Chamlong saw his seats in the 
capital fall from 32 to 23 to the benefit of 
the Democrats, though his party increased 
its overall number of seats from 41 to 47. 
A devout Buddhist, Chamlong sees him- 
self as the embodiment of his party's 
“Ayatollah Khomeini” — as one social sci- 
entist put it — and may prefer to remain 
out of government to retain his purist im- 
age. 

: Nevertheless, the Democrats pushed 
ahead with their compromising ta 
gramme to accommodate all three allies 





Chuan: ‘back. on » the democratic path.’ 


plus the SAP, in the government to stem 
any criticism of indecisiveness. Asked 
about Chamlong’s destiny in the coalition, 
Chuan brushed aside the issue saying: 
“It’s up to the Palang Dharma party to de- 
cide.” 

But time was running out. A unani- 
mous vote in the first session of the new 
parliament on 22 September endorsed the 
veteran Democrat Marut Bunnag for the 
all-important role of house speaker, who 
now also becomes parliamentary president 
under the amended constitution. Marut 
then nominated Chuan as prime minister 
for the approval of King Bhumibol Adulya- 
dej. The final formation of the cabinet was 
due to follow within a few days. 

Apart from the Democrats’ 18 cabinet 
portfolios, Palang Dharma seemed assured 
of securing the position of foreign minister 
for its advisor, Prasong Soonsiri. Although 
a first-time MP, Prasong has acquired a 
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wealth of knowledge on the international "| 


as well as domestic scene, having served — 
for several years as secretary-general of the — 
National Security Council, and later as sec- - E 
retary-general to then prime minister Prem - 
Tinsulanond. Another Palang Dharma ad- — 
visor, Boonchu Rojanastien, a former. 
banker and economic supremo in an e 

Prem administration, appeared destined to — 
become a deputy prime minister in charge — 
of the economy — or transport and com- . 
munications minister if Chamlong re- - 
mained aloof. E 

The NAP seemed happy with Chavalit 
as interior minister. The party was also set 
to take one or two other minor portfolios. 
Solidarity was in line for commerce, while 
the SAP seemed content with its quota of © 
justice and public health. 

Apart from the vagaries of Chamlong, | 
there remained a question mark over the 
placing of a defence minister. While the — 
new military leadership, in its cur- . 
rently receptive mood, said it would 
accept anyone, there were three non- 
elected candidates being considered: 
current Defence Minister Banchob — 
Bunnag, outgoing Defence Perma- — 
nent Secretary Wanchai Ruang- . 
trakool and retiring Deputy Su- — 
preme Commander Pichit Kulla- . 
vanijaya. 

Chuan told the REVIEW he was — 
comfortable with the military lead- — 
ership, as long as the government 
and parliamentarians did not resort 
to any extremism which would give 
the military leadership an excuse to — 
move in. “Thailand is back on the — 
democratic path,” he proclaimed. — 

Some political analysts were not 
sure that Chuan could maintain coa- 
lition unity, given the powerful char- 
acters of Chavalit and Chamlong he 
has to contend with. "Chuan is an 
excellent parliamentarian, but he — 
lacks administrative ability,” com- — 
mented leading political scientist Suk- — 
humbhand Paribatra. “The fact that these 
three [core coalition parties] have been able . 
to get together and form a government 
doesn't mean they have eliminated the 
competitive element among them." He 
pointed out that collective leaderships, 
such as Chuan's, have never succeeded 
under the strictures of Thai tradition and 
culture. 

For the moment Chuan, a consummate 
consensus man, has the ball at his feet. One 
close adviser to the new prime minister 
said Chuan would monitor every detail of 
policy decisions and keep colleagues like 
Chavalit and Chamlong in line. But Chuan 
will have a major job on his hands keeping 
his coalition in line, let alone handling an 
opposition led by such warlords as Cha- 
tichai and the veteran politicians heading 
Chart Thai, who are more accustomed to 
power than the back benches. a 
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PHILIPPINES 
. Communist ban lifted 


- President Fidel Ramos on 22 


_ September signed into law a 

- bill approved by Congress, 

. legalising the Communist 

. Party of the Philippines. The 

. bill repeals the 35-year-old 
anti-subversion law 

. prohibiting membership in the 
party and its front 
organisations. Critics of the bill 
and the party itself dismissed 
the impact of the new law, 

. saying that most of the party's 
. members have been charged 
and convicted not under the 
anti-subversion law, but with 

. common crimes such as illegal 
possession of firearms. 


BANGLADESH 
. Party chief re-elected 


A national session of the 
opposition Awami League re- 
. elected Sheikh Hasina as party 
. president and authorised her 
to name the 65-member central 
committee and top office 
bearers. The session amended 





Hasina: more power. 


the party constitution, making 
the central committee 
accountable to the president 
and empowering the president 
to suspend or expel a party 
member. Notably absent 
among top party appointees 
was former foreign minister 
Kamal Hossain, who had 
incurred Hasina's displeasure 
by trying to make the party's 
constitution more democratic. 
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VIETNAM 


Border dispute overtures 


Chinese Deputy Foreign 
Minister Xu Dunxin, on a visit 
to Hanoi on 18-20 September, 
told Vietnamese officials that 
Peking is willing to discuss 
land border disagreements and 
differences in the Gulf of 
Tonkin when experts from the 
two countries meet in October. 
However, he ruled out 
negotiations on the disputed 
Spratly Islands. Hanoi says 
Peking has exacerbated their 
longstanding territorial 
disputes by expanding its 
foothold in the Spratlys early 
this year, and by authorising 
oil exploration in disputed 
areas of the Gulf of Tonkin 
and the South China Sea. 


THAILAND 
Fear at refugee plan 


Asia Watch has expressed 
“grave concern” over a plan 
by the Thai authorities to 
send about 500 Burmese 
refugees to a Thai-Burmese 
border camp pending 
repatriation — and possible 
persecution — or resettlement 
in a third country. In a 21 
September statement, the New 
York-based human-rights 
group expressed doubts 
about Thai screening 
procedures for the refugees 
and also concern over 50 
women in the group. It said 
there had been instances of 
sexual abuse involving Thai 
security forces. 


MALAYSIA 
English language row 


In a rare display of criticism, 
the Malay-language Utusan 
Melayu newspaper has 
attacked Prime Minister Datuk 
Seri Mahathir Mohamad's 
views on the use of the 
English language. The issue 
stemmed from the paper's call 
to limit English-language 
advertising. Mahathir 
responded by saying that 
English was needed to help 
Malaysia develop. Utusan then 
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Spratlys dispute continues. 


questioned his commitment to 
promoting Malay, the national 
language. In a 19 September 
letter to Utusan, Mahathir 
accused the newspaper of 
being confused: “On the one 
hand Utusan wants the 
national language used fully, 
but Utusan also agrees that 
English is important,” he 
wrote. 


INDIA 
Chemical sale protest 


Washington has protested to 
New Delhi over an Indian 





Tractors 1,000 
hectares ot ta/iand 


16- 


12- 
8- 
: I 
il "ms Cu 


SS S, v a att 
Note: 1988 data 
Source: Food and Agriculture Organisation 





FAR EASTERN ECONOMIC REVIEW 





QNNHI QONI 


company’s sale to Syria of 
chemicals needed to make 
poison gas. The Shroff group, 
a major player in the Indian 
chemical industry which has 
been trying to expand into the 
US, is also known to have sold 
similar chemicals to Iran and 
Iraq. Press reports say US 
intelligence agencies 
discovered last month that a 
Bombay-based Shroff 
company was in the process of 
shipping 90 tonnes of 
trimethyl phosphite, used in 
pesticides but also in the 
manufacture of nerve gas, to 
Syria via Germany and 
Cyprus. Under US law, 
companies that knowingly 
contribute to the spread of 
chemical weapons face 
sanctions. 


CHINA 
Party congress date 


The Chinese Communist Party 
will open its 14th party 
congress on 12 October. 
Among other things, the 
congress will see the election 
of a new central committee, 
the endorsement of patriarch 
Deng Xiaoping's economic 
reform policies and the 
appointment of officials to key 
leadership positions to oversee 
reforms. 


JAPAN 


Plutonium ship's route 


The Akatsuki-maru, the 
specially converted ship 
transporting reprocessed 
plutonium from France to 
Japan for use in the Monju 
reactor, will not pass through 
the congested Malacca Strait, a 
senior Japanese official said. 
Environmentalists and 
countries along the possible 
route of the ship, such as 
Malaysia, had expressed 
concern over security for the 
shipments, expected to total 30 
tonnes over the next two 
decades. Alternative routes 
could take the ship through 
the Torres Strait south of 
Papua New Guinea or the 
Panama Canal. 


1 OCTOBER 1992 





Floods cause havoc and political fallout 
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s large areas of Pakistan lie devas- 
tated by the worst floods in a cen- 
i k. tury, the inevitable political re- 
riminations have begun over whom to 
: blame for the inadequate rescue and relief 
eben. 

: 7 By the time the floods receded in late 
September, after two weeks of unprec- 
-edented rains, thousands of villages in the 
plains of Punjab and Sindh had been par- 
tially or totally submerged. In the moun- 
^ tainous north, entire villages lay buried 
under mud and rocks as hillsides crum- 
bled under the weight of surging waters. 

The local press reported the human 
tragedy in detail but journalists also 
highlighted popular anger against 
the small scale and late arrival of 
emergency relief. Punjab's Chief 
Minister Ghulam Hyder Wyne — 
the principal lieutenant of Prime 
Minister Nawaz Sharif — rushed to 
Malakwal town in. his state to con- 
sole flood victims, but angry mobs 
hurled stones and chased him back 
to his helicopter. 

State-owned TV showed regular 
daily footage of the prime minister 
wading through mud in the affected 
areas as well as patting babies and 
consoling the homeless. Sharif prom- 
ised to "do everything possible" to 
compensate flood victims, but also 
emphasised that it was against na- 
tional self-respect to request foreign 
aid. His adversaries retorted that he 
dared not seek emergency external 
assistance because there was little 
chance of getting it. 

The monsoon rains that triggered the 
Hoods were so sudden and so extensive 
that estimates of the damage have re- 
mained tentative. At least 5,000 people 
were reported killed or missing, while 
more than a million people are thought to 
. have been made homeless. Initial estimates 
. put damage to infrastructure at US$2 bil- 
lion. 

A major issue faced by the government 
was how to prevent catastrophic damage 
to the network of large dams, river bar- 
rages and canals constructed over the last 
. 40 years to support agriculture and control 
. floods in the Indus basin. When the floods 
- were at their height, the collapse of any 
one of the big dams could have endan- 
ered others downstream and inundated 
uch of the Indus basin down to the Ara- 











bian Sea. The only way to avert such a 


wholesale disaster was to open the sluice- 
gates of dams or breach the protective em- 
bankments along the rivers and let the 
waters overflow. This was done in mid- 
September at upstream barrages at 
Trimmu, Panjnad and Guddu. 

Such preventive measures caused mas- 
sive local losses which critics said could 
have been avoided, or at least minimised. 
The abnormal inflow into the Mangla Dam 
reservoir near northern Punjab's Jhelum 
City forced engineers to open the flood 
gates abruptly, with the result that most of 
the city was flooded by up to 4 metres of 
water. Further down river, the engineers’ 
action caused the deaths of 400 persons liv- 
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ing on a tiny island in the direct path of the 
flood waters. 

The resultant outcry ended in the arrest 
of the engineer in charge of the dam. But 
the bearers of bad news also bore the brunt: 
reporters covering the Jhelum tragedy 
were harassed by the authorities, while the 
state-owned TV network punished one of 
its journalists for including the report on a 
newscast. 

During the official inquiry into the 
Mangla Dam disaster, the engineers ar- 
gued that the dam was hit by two freak 
successive flood peaks, a phenomenon 
that, by the law of averages, should occur 
only once in 1,000 vears. The first peak 
passed safely, but was followed abruptly 
by a second which could have breached 
the huge dam. 


ally praised. ! More than 50,00 
mobilised in various parts of th Ot 


The engineers claimed to 
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tember to the local civilian adm 
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metre high wall of water through. 
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In contrast with the civil; : utho | 
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People marooned for days on rc 
trees and patches of high ground wer 
cued by saldiers. z 
The government has either not yet t 
lated, or is unwilling to announce, 
number of villages destroyed, home 
washed away and people killed or mi 
ing. But some statements by local offici 
gave an idea of the extent of destruction 
Abdul Qayum Khan, prime minister of Pa 
kistan-controlled Kashmir, said that links 
to Pakistan were totally severed except for 
a single bridge that still connects 
Muzaffarabad to the North-West 
Frontier Province. : 
In the plains of Punjab, accord: 
ing to Federal Agriculture Minister 
Abdul Majeed Malik, crop losse 
when the flood waters were halfway 
through the province included. the 
swamping of 365,000 hectares of cot- 
ton, 162,000 ha of paddy, 36, 500 ha 
of sugar cane and 10,000 ha of veg- 
etables. The losses must have 
mounted since then. ut 
Cotton and rice are the backbane 

of Pakistan’s foreign trade. ‘The 
floods came when the cotton crop, 
estimated at a record 14 million 
tonnes, was partially harvested. Es- 
timates of cotton crop losses range 
between 20% to an alarmingly ; j 
50% 
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The political fallout started lo 
before the economic cost € 
floods could be counted. Oppos 
leader Benazir Bhutto embarra 
the prime minister by asking why he sper 
public money on buying a US$46 millic 
aircraft for himself in early Septembe 
Bhutto also pointed out that Sharif had ré 
fused to sanction expenditure of US$ 
million for relief works in Sindh, whi 
was subjected to heavy rainfall for week 
before the main floodings. 

Sharif made the mistake of assignin | 
flood relief work to members of the ruling 
Muslim League, thereby inviting charge 
of embezzlement by his followers. 

With the post- -Hood relief work yet t 
get into full swing, the prime minister ha 
not heard the last on this issue from h 
political adversaries. Analysts say that h 
may also have to pay a price for his m 
nopoly of state TV coverage at the heighi 
the flooding. 











B Julian Baum i in Taipei 


^o one envies James Soong at elec- 
tion time. As secretary-general of 
< N the Kuomintang (KMT), Soong is 
one of the chief arbiters of whom among 
Taiwan's legions of aspiring politicians will 
run under the ruling party's banner in the 
' December poll for the legislature. 
That so. many ambitious and well-fi- 
nanced candidates want a seat in next 
year's Legislative Yuan is a mark of how 
far Taiwan's s political process has opened 


ü With the retirement last year of elderly 
_ parliamentarians who had been elected 
. more than 40 years ago from constituen- 
-cies in China, this will be the first time the 
. entire membership of the legislative body 
_ Will be chosen from Taiwan. The contest is 
_ for 125 district seats and an additional 36 
|. to be appointed from lists of “at-large” can- 
_didates on a proportional representation 
basis among the major parties. 
: For the KMT, the candidate selection 
|. process has been a political minefield. 
*. Soong and others on the selection commit- 
_ tee have tried to identify in advance who 
. Will win by large margins and Mrs 
. maximise the number of additional at-large 
_ seats the party may appoint in proportion 
_ to the total vote carried. At-large seats are 
.. awarded on the basis of each party's share 
of the total vote cast in constituency elec- 
tions not, as in most other electoral 
- systems, on the strength of a sepa- 
rate national ballot. 
~ Soong has also tried to placate 
numerous local factions and accom- 
odate potentially menacing 
ywerbrokers in order to hold the 
actious party together during what 
be the most hotly contested elec- 
on ever held in Taiwan. 
~The race has attracted a much 
rger number of candidates than 
he KMT is willing to place on the 
ballot. They include such protago- 
ists as John Kuan, one of the most 
tute politicians in the party's pow- 
erful conservative wing, and Wang Ling- 
1, the second-wealthiest incumbent law- 
maker who recently shed his independent 
abel and joined the KMT — bringing 1,500 
'w party members with him. Others in- 
ude the "rattan chair king," wealthy busi- 
ssman Tseng Chen- nung, who has 
ded many political! campaigns in the 
tand is now offering himself to the rul- 
arty as a sure winner. 

































| 6r anew generation of politicians 


party leaders will have to 
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In addition to the ty- 
coons and powerbrokers, 


make room on the ballot for 
at least a dozen other in- | 
cumbent lawmakers who 
did not past muster in the 
controversial, non-binding 
primaries on 15 August but 
who are sure vote-getters. 
Many of these candidates, 
who will run with the par- 
ty's informal approval, are 
likely to defeat some of the 
98 contestants who enjoy 
formal endorsement from 
the KMT's central commit- 
tee. 

The exclusion of several 
dozen incumbent lawmak- 
ers from the official list has caused loud 
grumbling from within party ranks. Incum- 
bent KMT legislator Wu Tzu, a leader of the 
liberal Wisdom Club coalition, ee 
the candidate process as a “black box" 
which competent legislators who had 
crossed party central authorities were arbi- 
trarily denied endorsement. Wu was 
among five incumbent lawmakers from his 
faction who did not get the party's blessing. 

Another was Lin Yu-hsiang, an experi- 
enced four-term legislator from Taipei who 
did poorly in the primaries but who has 
strong popular support. Lin denounced the 





primaries in which he was de-selected by 
party cadres. "The primary really had no 
credibility at all,” Lin said. 

He said the primaries were originally 
intended to be a non-binding "reference" 
for a candidate's selection, with legislative 
performance and vote-getting potential to 
count as well. However, Premier Hau Pei- 
tsun ordered that primary results be fol- 
lowed almost exclusively in the 11 districts 


where they : 





Soong: selection minefield. 
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rere held. This TO fa | 
voured candidates from the conservative 
wing, though a few candidates who did 
well in the primaries were excluded -be- 
cause party officials decided they could not 
win in December. 

Others excluded from the party's list 
were members of the New KMT alliance, a 
conservative faction in the 
legislature. Some New KMT 
candidates were also 
judged as poor vote-getters 
or were tainted by involve- 
ment in lobbying for con- 
struction contracts. 

"The advantage of rely- 
ing on primary results has 
been to give the KMT's con- 
servative wing a boost in 
what some observers say is 
the last chance for many 
second-generation main- 
landers, whose parents ar- 
rived in Taiwan in the 
1940s, to stake out a place 
for themselves in local poli- 
tics. 

With only one third of 
party membership turning 
out for the primaries, analysts say it was 
easy for mainlander-dominated govern- 
ment organisations and military groups to 
virtually determine the results. 

Furthermore, there were separate votes 
by party cadres, who account for 10% of 
the party's less than one million members, 
and by the KMT rank-and-file. A formula 
giving a 50% weight to votes by cadres and 
50% to ordinary members tilted the bal- 
ance in favour of candidates with strong 
backing from the conservatives, who could 
mobilise support from the military and 
central government party cells. 

Taipei KMT Chief Chien Han-sen 
said the primaries were an efficient 
way to choose candidates. in com- 
petitive districts where local factions 
are weak or non-existent. But since 
the primaries are not representative 
of the voting public, he said they did 
not guarantee that a candidate 
would do well in the December 
polis. 

"Primaries in Taiwan are not a 
democratic procedure," said politi- 
cal scientist Lu-Ya-li. "But they are a 
kind of legitimating process; if not 
nominated by primaries, the loser 
can't claim they are being discrimi- 
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nated against." 


While the proportion of conservative- 
leaning mainlanders on the candidate list 
is high, the vast majority of candidates are 
from the party's liberal wing. - 

President Lee Teng-hui is reportedly 
watching closely to see whether the liberal 
mainstream candidates, who are mostly 
Taiwanese, win a majority of the legisla- 
ture's 161 seats. mE " 
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Home truths 





US ponders radio service for China 


By Susumu Awanohara in Washington. 


commission studying the feasibility 
of a "home service" radio for China 
and other totalitarian Asian states 
has urged the US Congress to take the 
plunge. The radio service would beam sup- 
pressed information about these countries 
to their citizens. "The US should do this 
because it is right. The US should do this 
because it is in its national interest," says 





-the recent report by the commission. 


While final enactment of bills propos- 


— ing a Radio Free China or a Radio Free 


L Asia is unlikely before the end of the cur- 


rent congressional session in early October, 


. aSenate committee, bolstered by the com- 


mission report, will probably vote in fa- 
vour of one such bill within days. 
The 11-member commission was sharp- 


-. ly divided on whether a new Asia service 


should be created from scratch or whether 
the Voice of America's (VOA) existing Asia 
service should be beefed up. However, the 


commissioners did agree that those living 


under repressive regimes in East Asia 
would benefit from more information 
about their own countries. 

Experts say that if Democratic presiden- 


. tial candidate Bill Clinton wins in Novem- 


. ber, an aggressive radio service is more 


Sey to be set up. Many senior Democrats 
— including Clinton — unhappy with 


. President George Bush's conciliatory China 


policy, have advocated a radio service for 
China. 

More programmes highlighting internal 
developments in China and other commu- 
nist Asian countries, probably produced by 


_ VOA, are likely even if Bush is re-elected, 


the experts say. Although Bush and his top 
aides have resisted proposals for a service 


t ‘separate from VOA, “the idea of offering 


more home news will become increasingly 


difficult to reject ideologically," one con- 


gressional staffer says. 

A six-member majority of the commis- 
sion argued for a new service — costing 
US$30 million to set up and another US$35- 
40 million a year to operate — independ- 
ent of VOA. The majority questioned VOA‘s 
ability to provide objective reporting on 
internal affairs, since it is part of the US 
Information Agency which in turn takes 
guidance from the State Department. Like 
Radio Free Europe for Eastern Europe, the 
new service for Asia should be run by the 
autonomous Board of International Broad- 
casting, the majority said. 

A minority of four commissioners be- 
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lieved that “an enhanced VOA service" 
could be accomplished in a shorter period 
of time, would avoid building a new 
broadcast bureaucracy, would be more 
cost-effective and would have a greater 
chance of success. 

The majority agreed that "none of the 
East Asian countries selected for Home 
Service broadcasting will appreciate the 
honour," but asked: "What will they do 
about it?" The majority argued: "We cer- 
tainly must expect rhetorical vituperation, 
probably an upsurge in jamming as well." 
But, the majority went on, "China's eco- 
nomic and strategic realities set limits on 
how intemperate [its] leadership can afford 
to be in [reaction to the radio]." The idea 
that Peking could retaliate by becoming 
more obstreperous in the UN Security 
Council or in its arms sales policy was con- 


sidered unlikely by the majority. 

The majority also acknowledged that 
countries adjacent to the target countries 
may hesitate to provide transmission facili- 
ties. For example, "South Korea, which 
finally has succeeded in gaining Peking's 
diplomatic recognition . . . would have a 
[negative] reaction to a request to use trans- 
mitters on its territory," the report said. 

Technically, there are many possibili- 
ties, according to the Federal Communica- 
tions Commission which examined 20 
potential transmitting sites. Among sites 
under US jurisdiction, Guam could provide 
good-quality service to eastern China and 
Shemya, Alaska, to northeastern China. 

Outside the US, transmitters in Thai- 
land, the Philippines, South Korea and Sin- 
gapore would provide good service to 
most of China, though these governments 
would balk at offending Peking. Other 
potential facilities capable of reaching most 
of China include powerful transmitters at 
Alma Ata, Kazakhstan and at Chita and 
Vladivostok, both in Russia. Used by the 
Soviet Union to jam Western broadcasts in 
the past, these and other former Soviet fa- 
cilities could ironically provide entry into 
China and other target areas. a 
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Freedom of the air 


Vietnam irked by Moscow-based broadcasts 


By Jeff Lilley in Moscow 


ust as Russo-Vietnamese relations 
seemed to be on the mend, a private 
Moscow radio station's broadcasts 
into Vietnam have put the two countries at 
odds. Since 20 July, Radio Irina from Mos- 
cow has been preaching the virtues of de- 
mocracy and giving a voice to Vietnamese 
dissidents and their disenchanted country- 
men around the world. - 
Broadcast nightly from 
a small studio in central 
Moscow, Radio Irina has 
provoked strong protests 
from the Vietnamese Gov- 
ernment. Says Zuong Dac 
Zung, press attache at the 
Vietnamese Embassy in 
Moscow: "Such a station 
perverts the truth and con- 
stitutes interference in the 
internal affairs of our coun- 
try. We want them to close 
down the radio station so 
that it doesn't damage rela- 
tions." 
The station's advocacy 
of human rights has galled 





FAR EASTERN ECONOMIC REVIEW 





Irina: Ed the word. 


Hanoi, which is intent on preventing po- 
litical reform from encroaching upon its 
drive to liberalise the Vietnamese economy. 
Hanoi is particularly worried that Radio 
Irina may stir up opposition to the regime 
among the thousands of Vietnamese living 
outside the country. But the Russian For- 
eign Ministry feels powerless to intervene. 
A Russian law on press rights, passed last 
December, legalised the creation of inde- 
pendent radio stations. Be- 
cause the law was drafted 
in response to the rapidly 
changing situation in Rus- 
sia, its provisions contain 
no mention of broadcasts to 
other countries. 

"The legislators couldn't 
predict such situations, but 
according to the law, what 
isn't prohibited is permit- 
ted," says Vadim Serafi- 
mov, senior counsellor on 
the Vietnam desk at the 
Foreign Ministry. "We are 
trying to begin to live by 
the rule of law. Two years 
ago, we could have forbid- 
den it. Now, we can't do 
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“one-hour p mme is poset 
rina a Ziessman, a 37-year-old mother of : 
ree who previously worked in the Viet- 
im department at Radio Moscow, a gov- 
nment mouthpiece. In near-perfect Viet- 













namese-language newspapers in Europe 
and the US and airs underground publica- 
tions smuggled out of Vietnam. “My goal 
is to make Vietnam a democratic society,” 
e- Says. 

-Betore founding her own station, 


among Vietnamese in the Soviet Union and 
in. Vietnam with her efforts to improve the 
employment conditions of Vietnamese 
- Workers in the Soviet Union. "The Viet- 
, ;namese loved me then," she says with a 
_ smile. In May 1990 she began helping Am- 
_ nesty International's Vietnam representa- 
-o tive, Nguyen Don Que, in his efforts to pro- 











. mote human rights in Vietnam. Que's trial | 
_ in November 1991 — at which he was sen- | 
-.tenced to 20 years in prison for trying to | 
| overthrow the Vietnamese Government — | 


. inspired Ziessman to go ahead with her 
. human rights campaign from Moscow. But 
"she found herself hamstrung by Radio 
-.- Moscow's adherence to Russian Govern- 
. ment policy. 

(o The new press law enabled Ziessman to 
D ‘break free from government control. She 
registered the radio station in May and 
. purchased air time on a Siberian transmit- 
__ ter from the Ministry of Communications, 
-which holds a monopoly on transmitters 
=- in Russia. Several weeks later, Ziessman 
received financial help from US-based Vi- 
. etnamese groups to supplement the lim- 
» ited funds she had raised from local Mos- 
«cow newspapers and the Russian Ortho- 
dox Church. The day before the first broad- 
cast, she resigned her position at Radio 
+ Moscow. 

5s The Radio Irina affair has embarrassed 
__ the Foreign Ministry. The ministry's hope 
is that the controversy over the broadcasts 
will not derail Russo-Vietnamese relations 
which are emerging from a period of inac- 
tivity following the tumultuous changes in 
the former Soviet Union. During the dis- 
uption in relations, trade plummeted, oil 
h üpments to Vietnam dried up and Soviet 
rms sales were reduced to US$200 mil- 
- lion, one sixth of their 1989 level. In July, 
_ the two governments announced the sign- 
“ing of a trade and economic protocol call- 
ng for US$800 million in bilateral trade this 
'ear, a figure which would restore trade to 
0% of the 1990 level. 

~~. But with Hanoi showing little flexibility 
vand the Russian Foreign Ministry reluctant 
to pressure the private radio station, there 
eems to be nothing to do but wait. "It's a 
ew situation that demands time for psy- 
hological adaptation to let people under- 
tand that this is a reality," says Serafimov. 
‘Tin ime is the best doctor.” m 

















hamese, Ziessman reads articles from Viet- | 


Ziessman had built up quite a following - 
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Roh: answers Critics by quitting ruling party 


By Shim Jae Hoon in Seoul SSS 


t was a stroke reminiscent of President 
| Roh Tae Woo's 1987 democracy pack- 

age which placed South Korea firmly 
on the path to civilian politics. Roh's deci- 
sion to give up his membership in the rul- 
ing Democratic Liberal Party (DLP) and to 
resign as the party’s honorary president 
just three months before the mid-Decem- 
ber presidential election came as such a 
surprise that the news was at first met with 
disbelief. 

Within days of his 18 September an- 
nouncement, however, it has become clear 
that the move has implications not only for 
Roh’s own lame duck presidency but also 
for relations between him and the ruling 
party’s presidential candidate, Kim Young 
Sam. 

In the weeks before the announcement, 
increasing discord between Roh and Kim 
had driven the two men into a political cul 


de-sac. Kim, anxious to burnish his image 
as a reform candidate, was harassing the 
president with demands to fire cabinet 
ministers accused of interfering with the 
electoral processes during the last parlia- 
mentary elections in March. 

Among those Kim wanted removed 
were Prime Minister Chung Won Shik and 
Lee Sahng Yeon, director of the powerful 
Agency for National Security Planning 
(NSP), the secret police organisation respon- 
sible for monitoring threats from the North. 
While Chung was attacked for lack of lead- 
ership, Lee was accused of directly order- 
ing some provincial governors to support 
DLP candidates with state funds and ad- 
ministrative powers during the March elec- 
tion campaign. At the time of the cam- 
paign, Lee was minister of the interior with 
responsibility for local administration. 

While pressure on these officials re- 
ceived popular support, Kim's controver- 
sial style damaged his standing as the rul- 
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he was still in Pyongyang negotiating with 
orth Korea. As’ for the attack on Lee, 
im’s credibility we S lg wem by ru- 
mours that he ho point a close as- 
sociate to succeed hine as a director of the 















"To Roh and other senior members of 
government, including some top-echelon 
"leaders of the DLP, all this reinforced the 
perception of Kim as a political light- 
weight. Within the party, irritation grew 
over Kim's ambivalence towards opposi- 
ion demands for the direct election of 
mayors and governors. 
However, what really snapped the alli- 
ance was Kim's demand that his recom- 
mendations should be taken into account 
r an impending cabinet reshuffle. Kim 
Jaimed that by appointing a neutral cabi- 
net the government would blunt increas- 
ngly noisy opposition agitation for direct 
. elections of provincial governors and may- 
ors to be held before, or concurrently with, 
-> the presidential elections. The government 
.. earlier promised to hold such elections but 
.. has not yet done so. 
_ Kim's aggressive stance initially ap- 
peared to damage Roh, making him ap- 
«pear an obstacle to the introduction of a 
. more democratic system. Even on the local 
election issue it was Roh, not Kim, who 
|! appeared to be the main opponent of al- 
- lowing a poll to be held whereas the truth, 
according to some presidential aides, was 
the reverse. 
< The president, however, fought back 
more vigorously than expected. In a dra- 
“matic show of resistance to Kim's pressure 
tactics, he chose to leave the ruling party 
ltogether and agreed to form a neutral 
cabinet including members drawn from the 
opposition and from outside politics. In 
oing so, he was in effect terminating his 
wo-year political collaboration with Kim. 
FN hile Roh appears not to have taken 
o account the electoral consequences of 
is move for Kim Young Sam and the DLP, 
, withdrawal from the party seems cer- 
3 affect the result of the presidential 
ce. “Henceforth,” says Kim Choong 
=A senior presidential political aide, 
the president will not make statements 
that are seen as supporting any [presiden- 
tial candidate]. Nor will he say anything 
that might show he wants a specific party 
to win the next government." 
Roh's subsequent actions show that he 
is ready to go to great lengths to sustain 
his neutrality. A day before leaving for 
New York to make his last appearance at 
the UN General Assembly, Roh handed 
down a directive ordering all levels of civil 
‘servants including cabinet members to give 
p their membership of the ruling party. 
. Roh's action appears to have been de- 
igned to cement his claims to a place in 























































arty's presiden candidate. Roh was 
o have been appalled by Kim's impa- _ 
t call for the premier to be fired while: 




















history as a pioneer of democracy in South 
Korean politics. But the move could also 
lead to political turbulence, at least in the 
short term. One crucial question facing 
Kim Young Sam is how to prevent the rul- 
ing party from breaking apart into the 
three factions that had been united under 
Roh's leadership. Observers also doubt 
whether Kim can win the presidential elec- 
tion without support from local adminis- 
trations which have now had to declare 
neutrality between him and opposition 
leader Kim Dae Jung. 

Disarray within the DLP has caused 
some party leaders to blame Kim for stag- 
ing an unnecessary test of strength with 
Roh at the cost of risking an electoral vic- 
tory. In a development foreshadowing a 
future split, at least 12 local DLP figures an- 
nounced they were leaving the party in dis- 
gust at the behaviour of Kim Young Sam. 

For its part, the opposition appears ju- 
bilant over Roh's behaviour. Democratic 
Party president Kim Dae Jung described 
the president's decision to distance himself 
from the presidential poll as "historic" and 











said it would contribute to the success of 
democratisation in South Korea. Kim Dae 
Jung has also called for a meeting between 
Roh and leaders of all political parties so as 
to discuss the formation of a caretaker cabi- 
net devoted to independently supervising 
the election. He plans to recommend a few 
cabinet posts. 

Hyundai group founder Chung Ju 
Yung, who is running for the presidency 
as candidate of his own United People's 
Party, responded to Roh's statement by 
abandoning his long-held feelings of per- 
sonal hostility towards the president. To 
symbolise the change, Chung sped to 
Kimpo international airport on 20 Septem- 
ber to bid a personal farewell to Roh as he 
headed for New York. 

Chung and Kim Dae Jung have also 
decided to end their month-long boycott of 
the National Assembly, begun in protest 
against the DLP’s position on local elections. 
While this issue remains to be settled, the 
two parties no longer consider it a major 
obstacle to the staging of fair presidential 
elections. = 








acute moral, legal and military 

dilemma for the world commu- 

nity as they challenge the still hal- 
lowed principle of non-intervention in the 
domestic affairs of sovereign states. 

In the past, states invariably rejected the 
notion of humanitarian intervention as an 
illegal use of force. For example, most 
members of the UN condemned Vietnam's 
intervention in Cambodia, even though the 
result was a halt to systematic killings on a 
scale far in excess of anything seen in 
Sarajevo or even Somalia. How then is the 
world going to rationalise what amounts 
to a growing consensus that effectively en- 
. dorses the right to intervene in the domes- 
| tic affairs of sovereign states? 
| Two avenues have so far been used by 
| the UN. In Bosnia-Herzegovina, it has au- 
_ thorised the use of "all necessary force" to 
ensure the supply of humanitarian aid to 
| those deemed in need. In post-Gulf War 
| Iraq, it based the right to intervene on the 
| fact that Kurdish refugees had crossed in- 
ternational borders and thereby posed a 
threat to regional peace. 

An important difference between the 
negative international response to Viet- 
nam's intervention in Cambodia in 1979 
and the demand for humanitarian inter- 
vention in Bosnia-Herzegovina in 1992 lies 
in the power of television. Another obvi- 
| ous, albeit unattractive, difference is that in 
Sarejevo the people being killed are Euro- 
peans, not Asians or Africans. 

Although it is easy to become cynical, 
what remains clear is that in the 1990s, the 
world — and certainly Europe — is no 
| longer prepared to look on impassively at 
graphic images of women and children 
being killed, wounded or starved. 

In April 1991, former UN secretary-gen- 
eral Javier Perez de Cuellar said the world 
had reached a stage when the massive and 
deliberate violation of human rights would 
no longer be tolerated and that govern- 
ments could no longer hide their inhuman- 
ity behind the screen of sovereignty. Fur- 
ther, France's President Francois Mitter- 
rand has said the principle of non-interfer- 
ence in the affairs of other countries has its 
limits, while Australia's Foreign Minister 
Gareth Evans has argued that a new inter- 
national legal principle based on the hu- 
manitarian right to intervene in the domes- 
tic affairs of states is emerging. 

What then are the limits to the principle 
of non-intervention? How many people 
have to be killed before the threshold is 


| 
he killings in Sarajevo present an 
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Sword of justice 


By Gary Klintworth 


crossed for exercising a right to intervene? 
And what is to be done, and who is to do 
it? An analysis of the law, ethics and 
realpolitik involved in cases of ostensibly 
humanitarian intervention, suggests the 
following criteria need to be present: 

> The human values threatened ought to 
be fundamental ones involving first and 
foremost the right to life. 

> The situation should be one of extreme 
deprivation sufficient to provoke universal 
condemnation. 

> There must be a sustained and heavy 
loss of life, or an imminent threat of wide- 
spread killing. 

»> The state authorities against whom 
measures are to be taken must be shown to 
be unable or unwilling to — 

prevent genocide, sys-  — 

tematic cruelty and wide- 
spread persecution. 

> Genuine attempts to 
find a peaceful solution 
through negotiations, 
ceasefires, humanitarian 
appeals and diplomatic 
and economic sanctions 
should have been made 
and exhausted. 

If these criteria were 
applied to Pol Pot's Cam- 
bodia or the current situ- 
ation in Bosnia-Herze- 
govina, I would argue 
the grounds for forceful 
humanitarian interven- 
tion were well-estab- 
lished in the former and 
appear to be so in the lat- 
ter. In the case of Cambo- 
dia, however, a majority 
at the UN focused on 
punishing Vietnam for 
what was perceived as an 
act of aggressive expan- 
sionism. 

What if there is a recurrence of "ethnic 
cleansing" in Cambodia? The Khmer 
Rouge is already busy fanning anti-Viet- 
namese sentiment with their call for all 
Vietnamese and Cambodians of Vietnam- 
ese descent to be expelled. If Vietnam is 
invited to intervene again by anti-Khmer 
Rouge Cambodians, what would be the 
response of those governments currently 
demanding humanitarian intervention 
against the Serbs in Bosnia-Herzegovina? 
What would be the reaction of govern- 
ments that express such deep abhorrence 


of Pol Pot? KP 3042 
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One might surmise — albeit without | 
any assurance of certainty — that in 1992 | 
things would be different. Few countries 
would be able to condemn the Vietnamese | 
for taking the kind of action that many are | - 


urging the UN to undertake in Sarajevo | 


and Somalia, particularly if Hanoi adhered | 
to the following rules applicable to any 
state trying’ to justify intervention on pri- 
marily humanitarian grounds: 

P Intervention should be impartial, in | 
good faith and without ulterior motives. 

> The operation should be as limited, 
non-coercive and neutral as possible 
among the political and ethnic groups. 

> There should be a prompt disengage- 
ment and withdrawal. Occupying forces | 
E . should stay only as long |. 
— —. as necessary to restore 
> order. 

> The operation should 
be supervised by the UN 
Security Council. 

It is, of course, most 
unlikely that the Security 
Council would commis- | 
sion Vietnam to take up | - 
a peacemaking role in 


to see Vietnam interven- | | 
ing in Cambodia unilat- | 
erally just to save Cam- 
bodians from Pol Pot's 
wrath, not least because 
Hanoi has promised Pe- | — 
king that it would not re- | - 
intervene — and justifi- | 
ably fears the enormous 
economic, diplomatic 
and military costs of an- 
other intervention. 

But if the UN peace- 
keeping forces are pre- 
maturely withdrawn 
from Cambodia, and if 
— as a growing number 
of observers argue — time is on the side of 
the Khmer Rouge, then Vietnam's vital se- 
curity interests may again be directly 
threatened and Vietnamese civilians as 
well as ordinary Cambodians, Chams, Chi- 
nese and Europeans may again be put at 
risk. If so, the Vietnamese armed forces 
may be forced to re-intervene. If this hap- 
pens, who will be first to condemn such an 
action? * 


atram ora? 


Gary Klintworth is a senior research fellow at 
the Australian National University’s Depart- 
ment of International Relations. 
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Offering more space 
than ever, Cathay Pacific 
now introduce new Marco 

Polo Business Class seating 
with an extra two inches of 
legroom on all aircraft. And 

also on all 747s, you'll find a 

new, redesigned seat featuring 

a convenient swivel table and 

fully extendable legrest for long 

distance comfort. What's more, 
we've dedicated the upper deck of 
all our 747s exclusively to Marco 

Polo Business Class and made it 

smoke-free. Enhancing the space and 

comfort of our cabin is yet another way 
in which Cathay Pacific help business 


travellers arrive in better shape. 


Arrive in better shape. 
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mn the wake of a prea sessions of Ma- 
laysia’s parliament, which. saw the 
suspension of the opposition leader for 
the first time in Malaysian history, the 
“speaker has ordered:.a review of standing 
- orders which may see a tightening of par- 
- liamentary procedures. Government sup- 
porters say this is needed to avoid tarnish- 
-ing the image of parliament. 
| But many MPs view the move from a 
~ bleaker perspective. Commenting on his 14 
_ May suspension, veteran opposition leader 
| Lim Kit Siang said: "This is the culmina- 
tion of an increasing anti-democratic trend 
in this country." Lim's suspension from the 
-> house until the end of the year has left 
|, many on the opposition benches feeling 
«that parliamentary democracy in Malaysia 
_ ds in an unhealthy state. 
5.0 That feeling is shared by some govern- 
» ment MPs. They argue that the govern- 
"ments enduring two-thirds majority has 
... led, intentionally or otherwise, to an ero- 
_. sion of parliamentary conventions over the 
|. years. It comes, says one MP from the rul- 
ing National Front, from a "mixture of the 
-feeling of dominance and the idea of au- 
/. thority, and a misunderstanding of the par- 
^. liamentary convention of the rule of the 
.. majority." 

.. The form of Malaysia's 180-seat House 
*. of Representatives is very much like that of 
> its British model. The mace, the speaker's 
~ chair, and the parallel benches separating 
. theopposition from the government mimic 















the layout of the House of Commons at 
Westminster. But, in actual practice, the 
Malaysian parliament conforms less to the 
conventions of its British model than to the 
realities of Malaysian politics. 

At independence from Britain, Malay- 
sia adopted a bicameral legislature similar 
in most respects to the Westminster model. 
The federal constitution states that the leg- 
islative authority of the federation is vested 


in the parliament presided over by the 


king. Parliament consists of two houses — 
the Dewan Negara (Senate) and the Dewan 
Rakyat (House of Representatives). 

Analysts say that despite the similari- 
ties, it was envisaged from the outset that 
Malaysia's parliament would develop its 
own distinctive conventions in conformity 
with Malaysian political traditions. Among 
the departures from the Westminster tradi- 
tion, analysts say, has been the progres- 
sively shorter parliamentary time allotted 
to the opposition. Also to their disadvan- 
tage, the opposition claims, have been 
amendments to the standing orders, which 
among other things have limited the 
number of questions an MP can ask on any 
one topic. 

More recently, MPs have noted that 
ministers attend parliament less frequently 
than before. Prime Minister Datuk Seri 
Mahathir Mohamad uses his office in par- 
liament when the house sits, but rarely ap- 
pears on the front bench. More often than 
not, questions to a minister are answered 
by his deputy or parliamentary secretary. 
On some days, observers say, the govern- 








~~ ment benches have been so empty that par- 


liament is in breach of the house quorum. 

“Ministers no longer wait for parlia- 
ment; parliament waits for ministers," re- 
marked Lim. He pointed out that parlia- 
ment had to be adjourned for almost an 
hour so that ministers could be found to 
propose and second the motion for his sus- 
pension in mid-May. 

On a broader level, many of the biparti- 
san functions of parliament — the use of 
select committees and private members' 
bills — have all but disappeared. While it 
remains the case that no legislation can be- 
come law unless passed by parliament and 
approved within a certain period by the 
king, the scope for opposition input has 
been narrowed, observers say. 

The 59-member Senate is also supposed 
to debate legislation. Each state is eligible 
to appoint two senators, the rest being ap- 
pointed by the king on the government's 
recommendation. But save for the senators 
from the two opposition-ruled states of 
Kelantan and Sabah, there are none ap- 
pointed from the opposition. 

Defending some of these changes as 
evolutionary rather than deliberate, the 
speaker of parliament, Tan Sri Mohamad 
Zahir Ismail, contends that they represent 
adaptations to long periods of stable gov- 
ernment. "If the government changed 
more frequently, you might have different 
standing orders," he told the REVIEW. 

Asked why there was no daily prime 
minister's question time — a practice abol- 
ished in the mid-1970s — the speaker re- 
plied: "From what I see, it would be quite 
a waste of the prime minister's time." On 
the tendency for ministers to have their 
junior colleagues answer parliamentary 
questions, the speaker said: "I don't think 
it is necessary for a minister to come to 
parliament whenever an act is debated." 

The speaker's philosophical perspective 
seems to be that in the face of the govern- 












ment's commanding majority in parlia- 
ment, the opposition must accept a dimin- 
ished role. "If you consider the principle of 
democracy," he said, "vou have to accept 
that the majority must govern the country, 
not the minority party. If vou allowed the 
minority to have a bigger say, this would 
hamper the wishes of the majority." 

The question this raises is whether the 
traditional role of the parliamentary oppo- 
sition as co-equals in the legislative process 
has any relevance in the Malaysian con- 
text. One government MP could not re- 
member the last time a motion from the 
opposition benches was debated, though 
there were frequent instances in the 1970s. 
According to this MP, the opposition is not 
being accorded time because government 
bills dominate the agenda. "What is hap- 
pening is that government MP's continue 
filibustering until the end of the session" 
the MP said. 

Starved of time, the opposition has re- 
sorted to less dignified means of attracting 
the speaker's attention. Standing Order No. 
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37, which allows MPs to seek clarification 
on what another member is saying, has 
become a device for the opposition to raise 
issues. 

Increasingly, Lim's party, the Demo- 
cratic Action Party (DAP), has focused on 
sensational issues that highlight the alleged 
financial chicanery of senior officials. The 
accusations are often personal and their 
relation to matters of national policy is at 
best tenuous. The train of debate is there- 
fore hard to follow and often ends in the 
acrimonious trading of insults. 

“Standing orders are abused for the 
purpose of acrimonious political argu- 
ments, not arguments of substantive 
policy," said a government MP. 

Lim denies that his party sensational- 
ises issues to draw attention to itself. “We 
have not abandoned the consideration of 
weighty national issues," he said. "But in 
Malaysia it is trivial issues which are 
played up in the press, giving the impres- 
sion that this is all the DAP does." 

The pue finds himself cau n dud in the 
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ddie: — by the Moe Ó 
and by government MPs of not keey 
the opposition in check. “Yo 
nobody's man, you are 
house,” said the DAP’s K 
Deputy Speaker Ong Tee Keat she leat 
ing that he conferred with four m 
ters in his office over the suspensioi 
Lim. | 
Unlike other parliamentary systems 
has not been the convention to periodic 1 
elect the speaker or one of his deputi 
from the opposition benches. Asked in 
recent interview whether his members 
of the ruling coalition could affect 
judgement, Ong replied: "I don't think r 
party affiliation could be made an excu: 
for them (the opposition) to question. n 
impartiality when I'm in the chair? | = 
The speaker himself is a former judge 
and member of the United Malays Na- 
tional Organisation (Umno) — the leading 
component party in the National Front. He 
blames MPs for the deterioration of parlia- 
mentary debate. Good debates require re- 
search, he says, but MPs spend their time 
either engrossed with party issues or in. — 
their constituencies. HS 
The problem, as some observers see it; 
lies with the changing nature of Malaysian | / 
politics. a 
The stronger Umno has become within vx 
the ruling coalition, the less it has had to. 
rely on parliament as a forum for political — 
interaction and debate — save for passing. 
legislation as required by the constitution. 
Analysts point out that the Umno Supreme 
Council and the annual Umno assembly 
have become the foci of more substantive _ 
debate on national policy issues. In this 
respect, observes one MP, by pinning its — 
political strategy on the tools of parliamen- 
tary democracy, the DAP "does not know. 
how to deal with its abuse. They want to - 
try and use parliament without coming to 
terms with its decline," he said. 
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Razed hopes 


Korean Americans struggle to rebuild after riots 


By Jonathan Burton in Los Angeles | 


ee Myung Lee's store on Vermont 
H Avenue is open again, though on a 

recent weekday morning few cus- 
tomers browsed among the Samsung and 
Sony colour TV sets that Cosmos Appliance 
had for sale. This does not much trouble 
Lee, a bespectacled, mild-mannered father 
of three teenagers who came to Los Ange- 
les 18 years ago from Seoul. He is lucky to 
have a business at all. 

When rioting erupted across Los Ange- 
les in late April, Cosmos Appliance was 
one of the first Korean-owned stores to be 
looted. Lee and several friends responded 
by arming themselves with shotguns and 
pistols. An experienced target-shooter, Lee 
and his companions barricaded themselves 
inside his Koreatown store, which anchors 
a corner shopping mall. They then kept a 
round-the-clock vigil against 
looters who threatened to burn 
the shopping centre until Na- 
tional Guard units arrived two 
days later. 

The mall was saved, but an 
unattended warehouse several 
blocks south where Lee kept 
much of his inventory was 
stripped bare. More than US$1 
million worth of electronic 
equipment was stolen. 

Recalling the events, Lee 
grows angry — at the Los An- 
geles police, local officials and 
Washington. He is shocked 
that police protection evapo- 
rated and forced him to defend 
his property, ashamed about 
needing government loans to 
reconstruct a business that had enjoyed 
US$10 million in annual sales and stunned 
at being attacked simply because he is Ko- 
rean-born. 

diga brings me all these bad memo- 

" Lee says in response to a reporter's 
edi ^We feel abandoned," he Says, 
but added that "the Korean business own- 
ers will not just let it happen again. We call 
ourselves ‘city soldiers.’ We're well-pre- 
pared.” 

Similar sentiments are now heard across 
Koreatown, from merchants and commu- 
nity leaders alike. Economic and racial ten- 
sion remains high, despite efforts to defuse 
the longstanding animosity between Ko- 
rean Americans and blacks. 

For, while the riots vented hostility, not 
only among blacks but also Hispanic and 





white Americans, they did not remove the 
cause. In fact, it only added Korean Ameri- 
cans to the city’s increasingly volatile melt- 
ing pot. W hat is also disturbingly apparent 
is that the smallest spark could again ignite 
this unstable mix. 

Outside the California Market on West- 
ern Avenue, where armed employees also 
deterred looters during the riots, is a hand- 
lettered banner in English that reads: “Jus- 
tice Without Violence.” But 
directly above it, printed in 
Korean and with an exclama- 
tion point for emphasis, is the 
admonition: “We Will Defend 
it Ourselves!” 

While Korean Americans 
in Los Angeles profess their 
readiness for the next battle, 
they must now struggle in an 
uphill fight to rebuild shat- 


Burned out shops; Rebuild LA’s Cho: impotence. 


tered businesses and lives after the worst 
urban violence in recent US history. Some 
2,000 Korean American-owned businesses 
were hit in three days of rioting, with prop- 
erty damage put at nearly US$400 million. 

Many of these stores will never reopen. 
A recent Dun & Bradstreet survey of 522 
Korean and other businesses in Koreatown 
and South-Central Los Angeles suggests 
that more than 40% — mostly family-run 
retailers — are no longer operating. 

What few rebuilding options exist are 
limited and have already fostered resent- 
ment. Korean Americans tend to be con- 
servative in their values and voting habits, 
decrying welfare and other government 
relief programmes. So it is both ironic and 
humiliating that some of this city’s 400,000 
Korean immigrants must now depend on 
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federal loans and grants to survive. 

The main government lifeline for riot 
victims is a long-term, 4% interest disaster 
loan from the Small Business Administra- 
tion (SBA), which normally requires exten- 
sive documentation before approval and 
carries a US$500,000 ceiling. In addition, 
the Federal Emergency Management 
Agency is able to subsidise some victims 
with monthly home mortgage payments. 

Many Korean Americans also believe 
that the application process is stacked 
against them. They say that the local au- 
thorities and Washington are no more 
equipped to deal with the riot's aftermath 
than they were for the unrest itself. 

“We're better prepared to deal with 
earthquakes, even if it’s 10 on the Richter 
Scale, than riots,” contends Annie Cho, a 
project manager of Re- 
build L.A., the privately 
run task force created af- 
ter the riots to revitalise 
the city. "Structural re- 
building is very easy to 
achieve. Emotional re- 
building, financial re- 
building — that's very 
difficult," she says. 

This sense of impo- 
tence, coupled with lan- 
guage and cultural bar- 
riers, has dissuaded 
many eligible borrowers 
from seeking SBA loans. 
Even with two SBA field 
offices in Koreatown, 
Korean-speaking loan officers 
and contact with community 
groups, the number of requests 
is low. Of more than 19,000 sBA 
forms issued following the ri- 
ots, only about 6,500, or 34%, 
had been returned by mid-Sep- 
tember. 

"Right now, what you see 
is sheer frustration and anger," 
says Yoon Hee Kim, a special 
advisor to Los Angeles Mayor 
Tom Bradley. "They feel they 
are being revictimised by the system. They 
need something now. 

However, another reason for the low 
rate of SBA applications is not frustration 
but fear. Many of the damaged Korean- 
owned businesses were largely cash opera- 
tions that may not have fully reported 
earnings to the tax authorities. Other busi- 
ness owners may be illegal aliens, worried 
about being deported. 

SBA officials reply that they do not share 
information with US tax or immigration 
authorities. In fact, officials insist the 
agency has been lenient with its demands 
for credit and income history from Korean 
and other store owners, and is expediting 
loans in three weeks instead of a more typi- 
cal two months. 

"We're doing everything possible given 
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 aster Assistance Programme. "We're cer- 
tainly interpreting it with a very broad per- 
 Spective^ 

But some Korean Americans who have 
. applied for loans claim otherwise. "We 


guidelines," 4 insisis 5 ladk Koan 
supervisory loan officer with the sBA's Dis- | 


-- up to this point,” says Richard Kim, whose b 


~~ mother was shot and wounded in the riots 
Sand whose family-owned business, L.A. 
- Audio Video, sustained an estimated 
US$2.2 million worth of damage. 

The SBA is expected to loan US$500,000 
to cover the loss, and a similar amount has 
come from insurance. The rest is the fami- 
_ly’s burden. The Kims are shedding assets; 
“two houses have been put on the market. 

. Some other Korean entrepreneurs who 
want to rebuild may not get the chance 
because of political rather than financial 
concerns. For example, while BankAmerica 
Corp. set aside US$25 million for emer- 


gency loans for small entrepreneurs, the - 
| and relatively young officials to replace 


bank has determined that certain retailers 
are undesirable for the community and will 
not receive assistance. These include liquor 
stores, pawn shops and discount stores 
called "swap meets." By some estimates, 
Korean Americans operated at least 75% of 
the city's damaged liquor stores and swap 
meets. 

What many Korean Americans want 
are not loans or fewer regulations, but 
reparations. Businessman Richard Kim 
says the riots and their aftermath have 
^had a tremendous economic [and psy- 
chological] impact on our whole family." 
But Kim adds that "anger is setting in. 
We're looking for some level of account- 
ability." 

The Kims, like ev eryone else, will have 
to fight for it. They have filed suit against 
the city, charging the police with derelic- 
. tion of duty during the nots. Larger ac- 

tions are being considered by Korean- 
American community organisations. 
But Angela Oh, a Los Angeles lawyer 
. involved with a California State Assembly 
.. committee formed to promote post-riot 
. economic development, says that while 
= she understands their feelings, Korean 


:. Americans need a “reality check" if they 


< continue to insist on being repaid for riot 
. damages. 

To be sure, the urban crisis that Korean 
Americans are part of ultimately does not 
require reparations, but repair. The rift is 
illustrated on a plywood fence that rings a 
now-vacant lot on Vermont Avenue where 
a corner shopping mall once stood. 

A hand-painted sign on the fence notes 
simply that Kee Drug has reopened at a 
nearby location, with the same telephone 
number and the "same friendly people." 

. Pasted next to the Kee Drug sign are bill- 
. boards advertising three newly released 
= films. Their titles: Mo’ Money, Raising Cain, 
ind Power to the RE ü 
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| " leaders agree on politburo line-up 


;, have not seen any result of any assistance : 


fter many months of intense politi- 

cal manoeuvring, Chinese leaders 

are believed to have come to an 
agreement on the composition of a new 
standing committee of the communist par- 
ty's politburo, the country's most powerful 
policymaking body. The composition of 
the new standing committee, which nor- 
mally serves for five years, is crucial as it is 
expected to oversee the transition of power 
when paramount leader Deng Xiaoping 


| leaves the scene. 
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The inclusion of several reform-minded 


conservatives gives the new leadership a 
clear mandate to maintain the present 
rapid pace of economic reforms. 

There are three new faces in the line-up, 
according to analysts in Peking. They are 
Vice-Premier and leading reformist Zhu 
Rongji, Vice-Chairman of the Central Mili- 
tary Commission (CMC) Gen. Liu Huaging 
and. Tibet party secretary Hu Jintao. Two 
current members, Song Ping and Yao Yilin, 
both considered to be conservatives, will 
step down. 

Along with present incumbents, Gen- 
eral Secretary Jiang Zemin, Premier Li 
Peng, Internal Security Chief Qiao Shi and 
propaganda head Li Ruihuan, the new 
standing committee will total seven mem- 
bers, one more than at present. Some ob- 
servers speculate this is intended to ensure 
there will be no voting deadlock. 

Analysts say this list is the outcome of 
talks between top leaders at the party's 
summer retreat in Beidaihe. But they point 
out that these appointments are still sub- 
ject to revision. Some party elders may at- 
tempt to make last-minute moves to pro- 
mote their candidates before personnel 
changes are announced at the 14th Party 
Congress that is now expected to open in 
mid-October. 

Zhu's appointment has been widely ru- 
moured, given the dramatic emergence of 
economic reformers in recent months. The 
choices of Liu and Hu, however, come as a 
surprise to many analysts who had been 
expecting the promotion of other candi- 
dates, including Vice-Premiers Tian Jiyun 
and Zou Jiahua. 

Analysts say that Liu will replace Presi- 
dent and CMC First Vice-Chairman Yang 
Shangkun as the de facto chief representa- 
tive of the People's Liberation Army (PLA). 
Yang will retire from all his present official 

in the next few months. 











Although Yang " 
full 15-member polit 
out that his seniori 
ties with Deng. hav 
ticipate regularly in poli 
committee meetings. Liu's inclus 
standing committee is seen by analys 
ensuring the military is formally 1 
sented at the top of the political hierar 

If Liu's appointment is confirmed 
will, at 76, be significantly older than 1 
colleagues and one of the last memb 
the Long March generation to hold a ke 
post. Zhu, Hu and the other members are 
in their 50s or early 60s. Liu, a. close sup- 
porter of Deng, is considered a moderate 
He is currently overseeing the PLA's weap- 
ons modernisation and defence technology 
programmes. : 

Liu's expected elevation will mark a set 
back to the political ambitions of Yang’: 
half-brother, chief PLA political commissai 
Gen. Yang Baibing. Yang, à hardline 
ideologue, had been hoping to succeed 
Yang Shangkun to become the country | 
top military strongman. | 

Nonetheless, Yang Baibing does no 
lose out entirely: he will be promote 
within the CMC to become a vice-chairma: 
from his current position as CMC general 
secretary. He is also expected to acquire ; 
politburo seat, though no final decision has. 
yet been taken. He is, however, expected : 
to relinquish his political conitmisiar 
post. 

Analysts say that a continuing fierc 
tussle over appointments for this slot t 
delayed a decision, with Yang. lookin 
bring in one of his close protégés. Otl 
more moderate military leaders, includi 
CMC Chairman Jiang Zemin, however 
pushing their own candidates. — . 

Hu Jintao's appointment may ye 
scuppered as he is considered a poli 

outsider. Hu was once a protégé of the 
party general secretary Hu Yaobang 
established himself as an able and. 
minded administrator at the. Comi | 
Youth League in the 1980s. : 

Major changes are also expected i1 
composition of the full politburo. Analy 
say the membership will be expanded: 
the current 15 to around 20 members, 
about half the current incumbents t 
retired and a dozen new cadres appoit 
Among the new members are believed 
be the party secretaries of Guangdo 
Tianjin and Shanghai, reflecting the. 
creasing power of the regions in nati 
policymaking. | 























































































n a misty August night in Cairns, 
| on the coast of Queensland in 
northeastern Australia, knots of 
| young Japanese tourists move 
wraithlike through the central business dis- 
ict, their footsteps echoing across other- 
wise empty streets. Red-faced from the sun 
and clutching a day’s shopping, they 
| crowd into the few restaurants open past 
| eight, eager to try the food, to communi- 
- cate, to be liked. 
|.» These youthful wayfarers, done up in 
|. the hotly clashing tones that mark Austral- 
| ian sportswear, are the future of this city of 
| 63,000, which calls itself the capital of "far 
- north" Queensland. They are more adven- 
irous than the older Japanese who flock 
| to the leisure-suited spot further south 
_ known as Surfers Paradise. Their days are 
| spent not on tour buses but scuba 
c iving on the Great Barrier Reef and 
amping up at Cape Tribulation, 
here the last patch of tropical rain- 
esti in Australia dips down to the 
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: For the most part, the residents 
f Cairns, a town of wide avenues 
d Brighton-meets-Honolulu archi- 
| tecture, are happy to welcome them. 
| Close at hand is Kuranda, a village 
| in the rainforest where the architec- 
| ture is colonial and the ambience is 
| 1960s. There, long-haired peddlers 
ll handicraft items, beaded belts 
and crystals to younger Japanese. 
_... The few slick holdovers in suits 
| selling golf course condos depend 
| on their parents. North Queensland 
stands out in an otherwise sickly 
Australian economy, and Japanese spend- 
ing is the balm that keeps it looking good. 

Still, whenever an economy is increas- 
igly beholden to outsiders, there is bound 
'e friction. And Cairns is no exception. 
gn arrivals have soared from 29,000 
975 to an expected 820,000 this year (in 
e part because there are now 16 flights 

eek from Tokyo and Nagoya), the 
anna offered by the Japanese in an other- 
e unpromising land has drawn a mix- 
e of envy and resentment. 





ie open. Take the Brisbane Mail on 
nday of 2 August, a paper in the 
rdoch stable (as are most others in 
eensland). An illustration of a samurai 
ching a fistful of money is accompa- 
d by the legend: "The kickback system 
eeping Japanese tourists out of Aussie 
ps — and locals are fighting mad." 

The article pointed out that Japanese 








Occasionally, the resentment bursts out - 





visitors are routinely steered by their 
guides to retail outlets that pay commis- 
sions to the tour companies. Fair enough. 
Japanese tour operators do that from 
Honshu to Hoboken. So, too, do American 
and French tour operators. One wonders 
whether big Australian tour companies 
don't also make something in return for 
dumping their charges at the same restau- 
rants and craft centres day in and out. 
What was galling about the report, 
however, wasn't so much its self-righteous- 
ness (after all, Queensland is a place where 
the ex-premier was recently indicted), but 
the next set of inferences. One was that 
only Japanese-owned shops benefited from 
the kickback system. The other was that 
young Queenslanders who had learned 
Japanese in university had no choice but to 





The Mail on Sunday joins the attack. 


take jobs in shops "ruthlessly controlled by 
Tokyo." 

The first point, dredged up again and 
again in the following days’ papers, is just 
plain wrong. The Cairns outlet of Duty 
Free Shoppers, the secretive chain owned 
by American tax refugee Chuck Feeney, 
does big business, as do a slew of local 
businessmen who long ago learned how to 
play ball with the Japanese. 

The second is just plain disingenuous, 
coming as it does amid a debate over 
whether Australia needs to import more 
Japanese guides to cope with the exponen- 
tial rise in visitors from that country. More 
and more young Queenslanders are enroll- 
ing in courses designed to give them a 
working knowledge of Japanese. They get 
an A for effort, but fluency is elusive. Ac- 
cording to Takashi Kitajima, president of 
the Cairns-Japan Association of Tour Op- 
erators, it will take several years. et before 
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local guides meet the level of linguistic 
competence needed to deal with Japanese. 

Kitajima argues that if Australia is go- 
ing to spend a bundle attracting Japanese 
tourists, it shouldn’t alienate them when 
they arrive in a place like Cairns. The more 
at home they feel, he reasons, the more 
they will tell their friends to come. Cairns 
benefited from a huge surge in arrivals in 
1991 because Japanese tourists felt safe 
there at a time when the Americans and 
the others were slugging it out in the Gulf. 
That goodwill needs to be sustained and 
importing a couple of hundred Japanese 
guides to help out is a small price to pay. 

This issue of importing guides has be- 
come a predictable political football as the 
election season approaches and unemploy- 
ment reaches near record highs. The oppo- 
sition National party in Queensland 
leaked a federal government report 
that argues Australia can in fact 
cope with its non-English-speaking 
guests. For all of Prime Minister 
Paul Keating’s talk of Australia hav- 
ing to look to Asia for economic sal- 
vation, his Labour party colleagues 
in Queensland refused to rise to the 
bait and argue otherwise. 

The stereotype of the under- 
handed Japanese duty-free store 
owner has replaced another: that of 
the voracious Japanese real-estate 
developer with money to burn. In 
Cairns, the big player on that front 
had been Tokyo-based Daikyo 
Corp., a condominium builder. A 
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couple of years ago, Premier Wayne. | 


Goss of Queensland filed a com- 
plaint with Australia's Trade Practices 
Commission in a bid to block Daikyo's ac- 
quisition of a third Cairns hotel. 

Now locals are probably looking back 
fondly on the days when Daikyo boss Shuji 


Yokoyama was thinking big. Today, . 


Daikyo is bruised by excessive debt and is 

relying on its banks for succour. 
Yokoyama is in a good deal better 
shape, though, than one of his brethren 
down the coast. Flamboyant entrepreneur 
Harunori Takahashi's EIE International on 
30 August held a bargain-basement sale at 
its once-glamorous Sanctuary Cove de- 
velopment on Queensland's Gold Coast. It 
is a measure of EIE's financial desperation 
that Takahashi, who three years ago was 
giving away millions to establish a 
Queensland university with his fallen 
friend Alan Bond, was offering discounts 
of 50% and more on the Sanctuary Cove 
. u 
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From manufacturing to service — 
olemens in Southeast Asia 


Ten manufacturing plants 
throughout Southeast Asia, 
engineering, sales and 
service locations in all major 
cities, a total of over 6,000 
employees in the region, this 
is what Siemens in Southeast 
Asia is all about. Producing 
sophisticated electronic 
components, 
telecommunication products 
and systems, power 
distribution equipment and 
automotive electronics, the 
Siemens factories not only 
cater for the local but also the 
world market. 


Modern apprentice training 
facilities are attached to two 
Siemens factories in 
Indonesia. Advanced 
customer training in the area 
of industrial automation is 
provided by Siemens in 
singapore. Service and 
maintenance engineers are 
strategically located 
throughout the region to 
respond promptly and 
efficiently to service calls. 


Engineering competence 
combined with a strong local 
presence is your best 
guarantee for receiving 


Local presence 


practical solutions for your 
specific application 
requirements. From medical 
engineering to power 
generation and distribution, 
from electronics and 
telecommunications to 
industrial automation, Siemens 
serves its customers locally, 
nationally and internationally, 
in Southeast Asia and 
throughout the world. 


The regional network of 
factories, engineering, service 
and training facilities is an 
integral part of the worldwide 
operation of Siemens which 
employs 402,000 people in 
123 countries and which 
achieved a sales volume of 
over US$45 billion last year. 


Siemens (Pte) Ltd 
MCS 

151 Lorong Chuan 
03-01 New Tech Park 
Singapore 1955 


or any of the Siemens 
offices in Bangkok, Beijing, 
HongKong, Jakarta, 

Kuala Lumpur, Manila, Seoul 
and Taipei 


Is our strength. Siemens. 
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Romulus the Great: a ‘little comedy about ancient history’ that speaks to the present. 
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Exit emperor, stage left 


‘Theatre of the absurd’ may describe today’s reality 


By Lincoln Kaye in Peking 


s the barbarians storm the gates, 
the last dynast confides to his 
courtiers that it was precisely to 
achieve this denouement that he 
had sought the throne in the first place. 
"Only by becoming Emperor did I have 
the opportunity to liquidate the empire," 
he Says. 

All is lost already. “If we defend our- 
selves, our fall will only be bloodier," says 
the emperor. The last remaining hope is to 
sell out to erstwhile enemies, going into a 
business partnership with barbarian ty- 
coons. "We must choose between a cata- 
strophic capitalism and a capital catastro- 
phe," he intones. 

Outraged patriots close in to assassinate 
him. He admonishes them: “I lost a world 
you never won. I passed it out of my hands 
like a bad coin . . . You are moths dancing 
about my light, shadows which will fade 
when I no longer shine . . . You aren't ac- 
cusing me, but I'm ac cusing you." 

The scene is set in the last davs of the 
Roman empire, the ides of March, AD 476. 
But the lines, uttered in Chinese, resonate 
off Red Star cupola of Peking's Capital 
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Theatre, once the venue for starkly simplis- 
tic revolutionary dramas tailored to the 
austere tastes of Communist China's 
founding dynasts. 

Now the octogenarian remnants of that 
Yanan-era leadership spend their final days 
presiding over the "marketisation" of 
China, allegedly to prove the "superiority 
of socialism." Succession uncertainties 
loom. But all that bears no relation to the 
Peking production of Swiss playwright 
Friedrich Durrenmatt's 1949 historical com- 
edy Romulus the Great, according to direc- 
tor Li Zhaohua. 

In his cramped dormitory-cum-office 
atop the theatre, Li gravely asserts that the 
play is meant as nothing but "a little com- 
edy about ancient history." 

Peking ines cae know better. “You 
can't exactly ‘decode’ it,” says one, “or put 
your finger on just w e in the play repre- 
sents which actor on the politic al stage to- 
day. But so many of the lines jibe with 
what's going on here. I guess we've 
reached a point where ‘Theatre of the Ab- 
surd' already strikes us as a straightfor- 
ward description of our reality. Anyway, 
after vears of pretty deadly theatre, at least 
it's something to look at.' 

FAR EASTERN ECO! 


IOMIC REVIEW 


Nor is Romulus all there is to look at, 
these days, on the Chinese cultural scene. 
The past month has ushered in a bumper 
crop of plays, films and journalism that just 
a half year ago would have incurred offi- 
cial wrath. Communist hard-liners have 
staged a few dispirited counter-attacks, but 
artists and intellectuals seem undaunted — 
at least so far. 

"Just testing the limits," explains an 
alumnus of China's labour-reform gulag 
who is old enough to remember the Hun- 
dred Flowers campaign of the 1950s. That 
early cultural liberalisation, during the first 
decade of Communist rule, brought on a 
swift reaction of "anti-rightist" persecu- 
tions against those who were so rash as to 
take at face value founding father Mao 
Zedong's invitation to free expression. 

The current flourish of artistic derring- 
do also comes in response to an ostensible 
invitation from the top ranks of the Com- 
munist hierarchy. Politburo Standing Com- 
mittee propaganda chief Li Ruihuan, in a 
speech last month, released "cultural work- 
ers" from their long-standing Maoist obli- 
gation to place art solely at the disposal of 
“political education." Instead, Li welcomed 

"healthy proliferation" of "politically 
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harmless, artistically superior, crowd- 
pleasing works." 

That meant glamour calendars and 
pulp martial arts novels, at least as Li's re- 
marks were initially interpreted by official 
Chinese media. Within a day of the speech, 
such "works of art" proliferated on Peking 
bookstalls, according to local newspapers. 
In fact, kerb-side browsers report, pin-ups 
and pot-boilers had been available all 
along, with or without party blessings. 

What had not been seen before, though, 
were productions like the Shanghai per- 
formance, barely a fortnight later, of a 
Harold Pinter play depicting an extramari- 
tal liaison, complete with bedroom scenes 
in minimalist costume, tastefully per- 
formed behind a translucent scrim. 

Still, bedroom body language is argu- 
ably a part of the "common intellectual 
heritage of mankind," the code-phrase 
Communist reformers use to justify their 
experimentation with capitalist innova- 
tions. 

Not that eroticism need be a foreign 
monopoly any longer, even in the prudish 
view of Chinese film censors. Two of the 
steamiest Chinese films of recent years, di- 
rector Zhang Yimou's Judou and Raise the 
Red Lantern, can finally be screened in the 
country where they were made, after win- 
ning accolades abroad. 

The ban on Zhang's films had never 
been officially explained, but film buffs 
speculated that sex was the least of his 
problems with the authorities. In both films 
the female protagonist (played by vedette 
Gong Li) is dominated and finally crushed 
by her feudal overlord in China's hide- 
bound patriarchy. Paranoid cultural com- 
missars could easily read political allego- 
ries into such a story line. At the very least, 
the two films accent a dark side of tradi- 
tional Chinese culture. 

Now that Zhang's work is due to enjoy 
a retrospective in the capital's most pres- 
tigious venue, the Great Hall of the People, 
a reporter for the Peking Evening News, 
mouthpiece for the administration of the 
conservative Mayor Chen Xitong, bluntly 
asked him: Do your films have political 
implications, and do they “pander to for- 
eign taste" by flaunting the feudalism and 
backwardness of China? 

"Zhang's brow remained furrowed 
with annoyance throughout the interview," 
the article relates. He only meant to convey 
"human situations" without any overtones 
of statecraft, he assured the Evening News. 
And, he said, he had never met a foreigner 
who rejoices in a feudal, backward China. 

Belated and grudging official accept- 
ance seems about all that can be expected 
for Zhang's two previous films. But his lat- 
est release, Qiuju Goes to Court, which won 
the Golden Lion award at the Venice Film 
Festival this year, was honoured with a 
command screening for top cadres. The 
film depicts a pregnant village wife's quest 


1 OCTORFR 1992 


for legal redress after a local cadre kicks 
her husband in the groin. Speaking in his 
"private capacity," conservative Politburo 
member Li Tieying, who is in charge of the 
State Education Commission, pronounced 
the film suitably mass-oriented. 

Not only for mass consumption, but 
also for mass participation, it seems. Only 
four of the players in the film are profes- 
sional actors. Chinese "street people" ap- 
pear not just as crowd scene "extras," but 
in speaking roles. They figure in two thirds 
of Qiuju's scenes. Many times, according to 
the Evening News account, the Shaanxi vil- 
lagers in the film were not even aware that 
they were on camera. 

How much realism this imparts is a 
moot point. The glamorous Gong Li, un- 
characteristically lumpen in the title role, 
encounters nothing but sympathy and 
courtesy from most of the cadres she meets 
in the course of her crusade for justice. 
Unlike Zhang's previous films, which "em- 
phasise human weaknesses and ugliness," 





Can art be politically harmless? 


his latest work signals a "new and perhaps 
more mature direction," the official China 
Daily approvingly notes. 

Cynics translate this to mean that, by 
giving "face" in his latest film to the pow- 
ers that be, Zhang has earned his way out 
of the censors' doghouse. Some things, 
though, he will not compromise. Despite 
his populist casting methods and location 
shooting, Zhang never succumbs to cinéma- 
vérité grittiness, but maintains throughout 
Qiuju the impeccable compositions and 
meticulously parsed colour schemes that 
have become his trademarks. 

If, for cultural luminaries like Zhang, 
domestic acclaim is finally catching up 
with their international reputations, others 
are still being penalised for their popular- 
ity abroad. Many liberal academics and in- 
tellectuals who were sidelined after the 
Tiananmen massacre now air their views 
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and draw needed income by publishing : 


commentaries in Hongkong and Taiwan - 
newspapers. 

This brings on a spate of petty sanc- 
tions, such as exit permits denied, housing 
entitlements revoked and periodic pole 
detention and questioning. 

Naming no names and (so far) incur- 
ring no sanctions, other artists still manage — 
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to raise loaded questions about the end- — 


games of empires and the mutual maii 


lations of the rulers and the ruled. This is — 


the approach favoured by Romulus direc- 
tor Li. Durrenmatt's script itself is sugges- 
tive enough in a contemporary Chinese 
context. 

Romulus, the dissolute last emperor of 
Rome, devotes himself to chicken-raising 
while the Teutonic hordes encroach ever 
deeper into his domains. 


Romulus sobers up briefly when his - 


daughter's aristocratic fiancé, Emilian, 
limps back home, cadaverous and embit- 
tered after three years of humiliating abuse 
in Teutonic captivity. But the emperor only 
focuses on affairs of state when an ob- 
scenely rich trouser maker offers to enter 
into a joint venture with Rome and pay off 
the Vandals to go back to Germania. 

The first of the trouser king's conditions 
— that the entire Roman population trade 
in its togas for slacks — presents no prob- 
lem for Romulus. But he balks at the sec- 
ond proviso: that he should hand over his 
daughter in marriage to make the joint ven- 
ture more "organic." 

Emilian, with perverse patriotism, or- 
ders his fiancée to give herself to the pants- 


maker. She steels herself for the sacrifice, 


but the emperor forbids her. "If you love 
[Emilian], then he is more important that 
our run-down empire," her father says. 
"To remain loyal to a human being is 
greater and much more difficult than to 
remain loyal to a state." 

Li rotates most of the roles among the 
cast with each new scene, so that the posi- 
tion of Romulus and several of the other 
emblematic functionaries take on an aspect 
of Chinese-style "collective leadership" 
rather than tragi-comic individuality. He 
has given over half his proscenium space 
to a scaffolding on which traditional pup- 
peteers from Quanzhou, Fujian, scamper 
about manipulating marionettes that dan- 
gle down among the live actors. Li plays 
with endless permutations of puppet-to- 
puppet, puppet-to-actor and actor-to-actor. 

Characteristically, he denies that there 
is any particular significance to these juxta- 
positions; he was only trying to enliven an 
overly verbose script, he says. But he grants 
that the marionettes highlight the paradox 
of the active versus the passive role that 
each historical actor simultaneously plays. 

“After all,” he asks, “who is not a pup- 
pet? You may think you have things under 
control. But, meanwhile, who — or what 
— is twitching your own strings?" Ei 
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Singapore: City-State in South-East Asia by 
Philippe Regnier, translated from the French 
by Christopher Hurst. Hurst & Company, 

London. £27.50 


There are, perhaps, islands in the world 
more fabled than Singapore. But few, if any 
have developed so far and so fast. From a 
mere sand-bank at the bottom of the long 
green Malay Peninsula, the Republic of 
Singapore has grown to become an island- 
nation of superlatives, the smallest, young- 
est, yet most economically advanced entity 
in Southeast Asia. 

Author Philippe Regnier, who has a 
doctorate in political science from the 
Graduate Institute of International Studies 
in Geneva, and who worked in the French 
Embassy in Jakarta, painstakingly traces 
the phenomenal birth and growth of this 
remarkable nation. He compares it to a lat- 
ter-day Venice and attributes the bulk of its 
success to a brilliant Cambridge-educated 
Confucianist named Lee Kuan Yew. 

Regnier outlines Singapore's unique 
strengths — starting from its premier geo- 
graphic position which, even in the 14th 
century, made it a major trading crossroads 
linking India and China to the west with 
the rich Javanese empire to the east — to 
its birth as a nation in 1965. He details 
the varied social, economic and political 
storms it successfully weathered and, fi- 
nally, its growth into a major economic 
power. 

For regional readers, this book's best 
value is perhaps that of a nostalgic re- 
minder of how swift the political map of 
` Asia has been transformed. Regnier shows 
how, in one generation, Singapore rocketed 
from a corrupt colonial backwater and 
Third World warehouse, where 20% of the 
population lived in poverty, to a superbly 
managed international banking and fi- 
nance centre, a nation whose famed 
“womb to tomb” social welfare system is 
now the envy of Asia. 

By the 1970s, the Singapore Govern- 
ment had wiped out unemployment. A 
decade later, the city boasted the second 
largest port in the world, with a merchant 
fleet larger than India’s and more external 
trade than China. 

By the 1980s Singapore had become a 
major regional financier in its own right; 
in 1984 estimated overseas investment 
totalled US$1.6 billion. Ironically, much of 
that went to the Republic's nearest neigh- 
bours, Malaysia and Indonesia, the two 
Islamic nations that had initially feared and 
envied the Chinese-dominated city. 

Regnier relates how, as each political, 
economic and social threat to Singapore's 
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existence surfaced, Singaporeans calmly 
assessed the situation and adjusted their 
economic course accordingly. In 1965, 
when Singapore was forced out of the 
Malay Federation and into premature in- 
dependence, Lee told his people that the 
miniature nation was "the smallest of 
shrimps in a sea of hungry fish." 

Ever the pragmatic politician, Lee 
forged links with as many nations as 
possible, shrewdly basing these relation- 
ships on mutual commercial interests, 
while coolly ignoring the often stark politi- 
cal differences. An avowed 
anti-communist at home, 
Lee courted the goodwill of 
both China and the Soviet 
Union, as well as leaders of 
the non-aligned nations in 
Asia and Africa. 

Regnier reports that 
though he was a harsh critic 
of colonialism, Lee re- 
mained a staunch friend of 
the British. At the height of 
the Vietnam War, Singapore 
allowed itself to be used as 
a logistical base for US 
forces while continuing to 
service Soviet vessels, some- 
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thing never permitted by the Hongkong 
Government. 

When local labour costs forced Singa- 
pore out of its cozy low-cost labour cate- 
gory, the government began a radical up- 
stream restructuring of the workforce. 

Despite its successes, the Singapore 
Government never rested, always re- 
investing in its single greatest resource, the 
people who had made it all possible in the 
first place. 

Although Regnier has assembled hard 
facts to support his glowing testimony, he 
never mentions the social price Singapore- 
ans have paid for their triumph. Criticized 
by many as a colourless and artificial 
community, a place where chewing gum, 
long hair, Playboy magazine and inde- 
pendent thought are frowned upon if 
not outlawed, the Republic 
has long been compared 
unflatteringly to Switzer- 
land. 

For as Graham Greene 
wrote: "In Italy for thirty 
years under the Borgias they 
had warfare, terror, murder, 
bloodshed — they pro- 
duced Michelangelo, Leo- 
nardo da Vinci and the Ren- 
aissance. In Switzerland 
they had brotherly love and 
five hundred years of peace, 
and what did they produce? 
The cuckoo clock." 

m Steven Knipp 





Revolution 
and taxes 


Rebellion in Laos by Geoffrey C. Gunn. 
Westview Press, Boulder, Colorado. 
LIS$34.50. 


What do you do when the facts don't 
support your theory? Geoffrey Gunn 
seems to think that by re-asserting the 
theory often enough readers will ignore the 
facts that he presents. 

Gunn, senior lecturer in 
Southeast Asian history at 
the University of Brunei 
Darussalam, sets out to 
show that colonial Laos was 
incorporated into "a colo- 
nial-capitalist system of sur- 
plus accumulation" leading 
to a series of anti-colonial 
rebellions that prepared it 
for the "liberation" of 1975. 
His argument is not helped 
by shovelfuls of jargon ("a 
general world systems 
analysis"), sloppy editing or 
the inappropriate use of ex- 
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pressions from the Vienam War era (e.g. 
“search and destroy”). 

Fortunately, the material Gunn 
presents, especially that gleaned from the 
French colonial archives, makes the work a 
valuable addition to the small number of 
studies on Lao history. Among the rebel- 
lions he examines are the “Holy Man’s” 
uprising of 1901-02, the Sambran (“White 
Python”) of 1936-39, the Lu of 1914-16, the 
Chinese of northern Laos in 1914, and 
Batchai's Hmong rebellion of 1918-21. 

The Holy Man's uprising involved large 
numbers of Lao as well as "Kha" (Mon- 
Khmer or Lao-Theung). In 
1901, Bac My, an Alak who 
had been exposed to Bud- 
dhist teachings and had 
made a pilgrimage to Bang- 
kok, proclaimed himself 
king and attracted both 
Mon-Khmer and Lao fol- 
lowers. He was captured 
and killed by the French in 
1910. 

But other leaders spread 
and continued the move- 
ment. Among them was 
Kommadan, whose efforts 
lasted until 1937. Among 
Kommadan's demands 
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^What do Northwest Airlines WorldPerks 
members get on KLM flights to Europe?" 


“The finer points of the partnership.” 
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WORLD KLM Royal Dutch Airlines nå Nis 
p west Airlines recently entered into a 
unique partnership agreement. 

You can now accumulate mileage credits for 
Northwest's WorldPerks frequent flyer programme 
on all KLM flights to Europe. Credits which you can 
redeem for free air travel to the US or to many of 
KLM's exciting European destinations. 


Although you may start for the points - we are 
convinced you will stay for the service. Because KLM 
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operates an increased iri of fights from most 
major cities in the Far East and South Pacific to 
Amsterdam Airport Schiphol. 

Get the point? You will if you enjoy KLM service- 
to Europe. It adds up to a WorldPerk which is hard to 
beat. Call your local KLM or NWA office for a free 
WorldPerks application form. 


Test us, try us, fly us. 
" ny 0000 
Ex hu. 


The Reliable Airline KLIMI ] 


Royal Dutch Airlines 


Australia Sydney 02-2336255; Hong Kong Hong Kong 82281 11; India Delhi 011-3311747; Indonesia Jakarta 021-3107657, 021- 320708, DenPasar 0361-8757677; Japan Tokyo 03-32115322, 
7 wal it ah 0476-327905, Osaka 06-3456691, Nagoya 052- 5820811, Fukuoka 092-7513209; Korea Seoul 02-7557040; Malaysia Kuala Lumpur 03-2427011, Penang 04-378046, Miri 085413218; 
Dhilieminae laxis 12.8154700 Ginaanera Sincannre 7177&22- Taiwan Tainai (12.7171000 Kanhsiune (17-2811131 /3: Thailand Bangkok 02-2355150/9. 

















and corvee. The rebellion also had 
oing back at least to the 17th cen- 


atchai was a Hmong who declared 
elf a messiah and attracted Hmong 
io followers, though not all Hmong 
ges supported him. In addition to 
and corvee, the rebellion was aimed 
ist both Lao and French authorities 
. of whom collected taxes), and it also 
ought an equitable price for the Hmong’s 
ajor crop from the French opium Regie 
tate monopoly). 

_ It is difficult to accept Gunn's conten- 
_ tion that the experience of capitalism and 
. unequal capital exchange between the cen- 
_ tre (France) and the periphery (Laos) was 
_ the major cause of these rebellions and that 
_ these were the precursors of the revolu- 
tions of the late 1940s and 1970s. Until the 
940s, 95% of Laos’ population continued 
tọ live much as they had in pre-colonial 
oe Avoidance of tax and corvee was 
relatively easy, especially for remote 
montagnards, who were responsible for 
.. most of the rebellions. 

_. There was never much shifting of sur- 
- plus capital from Laos to France. There was 
_ very little exploitation of Laos by French 
_ capitalists: there was only one small tin 
mine (where most of the workers were 
_ Vietnamese), very few French firms, never 
| more than a few hundred French settlers 
_ =~ in fact there was no bank branch in the 
i Pony until 1952. 

|... K any profits were made on Laos it was 
: on the Paris bourse, where speculators bid 
p companies formed on paper to exploit 
_ Laos’ resources, only to see these com- 
_ panies collapse weeks later. 

-Unable to make a strong case for capi- 
6 talist exploitation of the population, Gunn 
. labels it a "classic case of uneconomic im- 
perialism." 

. Clearly, the French in Laos tried to use 
collection of taxes in cash (rather than 
kind) and corvee as a means of drawing 
ie population into a cash economy and as 
eans of commercialising labour (as co- 
ial administrators did "almost every- 
ere in the world). But to equate this with 
| colonial-capitalist system of surplus ac- 
imulation" is to make this phrase mean- 
gless. 

Furthermore, to cite these factors as the 
ajor cause of rebellions and revolutions 
a selective reinterpretion of the past, a 
egard of the long history of inter-ethnic 
flict that occurred especially between 
ghland and lowland groups in Southeast 
sia and southwest China (not just against 
nial-capitalists). This interpretation also 
ays down other causes of these move- 
ents: political and ethnic power struggles; 
e attempt by the French to impose a 
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Buddhist and millenarian tradi- © 


| scended. national: and ethnic "boundaries; | 
the opium trade; and economic conditions. - 
" Alain Dessaint 





The prince 
and the poet 
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A Spring Like Any Other by Takashi Tsujii, 
translated by Beth Carey. Kodansha 
International, New York. US$1 9,95, 











You rarely hear the term “Renaissance 
man” any more, The idea that a person can 
be both a tough-minded executive or sci- 
entist, as well as an accomplished creative 
artist, may have been displaced by all the 
recent right-brain/left-brain dichotomising. 
Between your ears, one side or the other of 
your brain dominates, so don’t fight it. 

Takashi Tsujii, author of A Spring Like 
Any Other, has been fighting it all his adult 
life. This novel, first published in Japanese 
in 1983, is the story of a 
young man who builds a 
highly successful retailing 
empire from the base of a 
single dingy department 
store, grudgingly left to 
him by his hard-driving fa- 
ther, whose nickname was 
“the dagger” and whose 
motto was “There’s noth- 
ing in life but business.” 

The novel’s narrator 
disagrees, musing along in 
first person on what 
touches his thoughtful 
spirit, including his rebel- 
lion from his father, the dif- 
ficulties of having other 
family members working in the company, 
the dark side of contemporary Japanese 
commerce, and the place of emotion and 
reason in making business decisions. To 
support his insights he quotes often from 
Blaise Pascal, the 17th-century mathemati- 
cian, scientist and author of the aphoristic 
Pensées. 

Pascal is a kind of hero to author Tsujii, 
who in his other incarnation is Seiji 
Tsutsumi, the founder and until recently 
chairman of the immense Saison Corp. con- 
glomerate, which includes the Seibu de- 
partment store chain, Seiyu supermarkets, 
and Inter-Continental hotels. Combined 
annual sales approach Y5 trillion (US$35 
billion). Not surprisingly, Tsutsumi built 
this empire from a single dingy depart- 
ment store, grudgingly left to him by his 
hard-driving father. 

A Spring Like Any Other is of less inter- 
est as an fictionalised autobiography than 
as a consideration of the struggle between 
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ativity, in th e conduct of lif in general | 


- and of business affairs in particular. This 
continual dynamic is reflected in the 
Tsujii /Tsutsumi dual personae. | 


The son of one of Japan's wealthiest 


 businessmen has written under the Tsujii 
nom de plume since his first book of po- 


ems came out in 1955. Yet the literary 


public in Japan, where surface and appear- 
ance matter so much, understood from the 


start that this was simply a fabrication to 


create a separate identity for Tsutsumi the - 


author. As the chairman of the Maruwa 
department store observes in the novel, 
"Even if a pseudonym is only a makeshift 
device . . . I still think it's better to make 
clear when you write you're speaking as a 
writer, not your usual self . . ." 

Although most people know that the 
two men wear the same suit at the same 
time, the Saison office issues a separate cur- 
riculum vitae for each, and Tsujii admitted 
(with a straight face) to an interviewer that 
he is "not sure whether Mr Tsutsumi 
knows Mr Tsujii.” 

He may not know him, but he must 
have read Tsujii's 11 collections of poetry, 
five novels and four vol- 
umes of short stories and 
essays. About half this 
work has been published 
since 1983. And it was in 
the early 1980s when the 
visionary Tsutsumi began 
what long seemed a 
charmed expansion of his 
empire, catching the rising 
tide of a new Japanese self- 
confidence and individual- 
ism, while realising his glo- 
bal dreams with the cheap 
and easy money gushing 
forth from Japan's bubble 
economy machine. 
| The bubble machine is 
now shut down, Saison is loaded up with 
debt, and Tsutsumi has been humbled in 
his own corporation. Early last year he was 
stripped of his title as chairman of most of 
the companies in the empire, and earlier 
this year his influence was further curtailed 
in a major management shuffle. 

Tsutsumi remains the dominant share- 
holder in Saison Corp., but with virtually 
no executive authority, so now Tsujii will 
have more time to write. The latter is cur- 
rently at work on a long novel about his 
two personalities, "and whether they are 
in any way related." Hopefully, we'll learn 
the role of head and heart in his manage- 
ment decisions since 1983, as his corporate 
power and public esteem soared and then 
plunged. We can also expect his enlight- 
ened assessment of whether a chief 
executive officer can effectively manage a 
multi-billion dollar global conglomerate, 
while writing poetry and novels on the 
side. E John Fox 
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FRANCE IN ASIA 


ith its economy on the upswing and its government 

increasingly sympathetic to free enterprise, France is 

shaping up as one of the most favoured countries in 

Europe for Asian companies seeking a foothold in 
the soon-to-be-launched Single Market. 

In fact, from near zero investment a decade ago, Asian com 
panies and financial institutions — particularly from Japan 
have made France the number two country, after Britain, for their 
investments in Europe. Japanese companies have now established 
more than 120 subsidiaries and made 150 investment operations 
in France, accounting for 25,000 employees and 1991 sales of 
Ffr 32.5 billion (US$6.9 billion). Heading the list are Sony, Canon, 
Sumitomo, Yamaha, Toshiba, Hitachi and Akai, plus financial 
institutions such as Bank of Tokyo, Fuji Bank and Mitsubishi 
Bank. 

“France is at the heart of Europe, and for this reason above 
all others, Japanese companies interested in the European market 
regard it as an important place to be,” said an official with the 
Paris office of JETRO, Japan's foreign trade organisation. 

In addition to a geography that puts 
France — the world's fourth-largest indus- 
trial power — at the crossroads of north 
em and southem Europe, investors have 
been attracted by vast improvements in the 
country's economic foundation, particularly 
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This special supplement was 


written by Jacques Neher 


since the mid-80s 

Budget deficits have been pared back, once-roaring inflation 
has been mastered, industry has been modernised and stream 
lined, a big trade deficit has been melted and business taxes have 
been cut 

Though it has been affected by the economic slowdown like 
everyone else, France appears to have suffered less than its neigh- 
bours, and economists say it is well positioned to profit when the 
world economy turns up. "Relative to Europe and relative to the 
world, France is clearly growing faster,” said Wendy Neffikeer, 
economist with James Capel in London. "Even if arowth in the 
second quarter is zero, we re still looking at growth of 1.6-1.7% 
this year, which is quite significant considering that real interest 

over 7 

Such sentiment was echoed by the OECD, which concluded in 
its annual outlook report last December that "in a number ol 
respects, France s overall macroeconomic performance relative to 
its European partners has been good and is likely to remain so.” 


rates are 


The foundation has been built over the years by govern 
ments both socialist and conservative 
— that have shared a consistent policy 


desianed to break inflation, lower govern 
ment indebtedness and boost competitive- 
ness. 

In fact, France is the only maior Euro 
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pean industrial power that already meets the stiff economic crite- 


established by the Maastricht Treaty for participation in the 
nal phase of monetary union, programmed for the end of the 


.France's public debt, as a percentage of GDP, is among the 
lowest in the Western world, due in part to a sustained govern- 
= ment policy over the past decade to Wenn reduce annual budget 
~~ deficits. 

In 1991 — a year in which revenues were hurt by the eco- 
.n nomic slowdown — the budget deficit still amounted to only 2.1% 
5; ^— much lower than the US, Canada, Italy or Germany. 
E: ; national debt in 1991 amounted to 47.196 of GDP, 
: penspaned with 58. 4% for the US, 76. 696. for Canada and 6396 
| for Japan. | | 

— o Since. the mid-80s,. France has witnessed steady economic 
growth, largely fuelled by business investment and the reunifica- 
tion of Germany, France's largest trading partner. Between 1985 
and 1991, French GDP advanced, on average, 2.9% per year, 
ahead of the EC average. Even in 1991, at the bottom of the 
world slowdown — when GDP in the US and Britain fell, the 
French economy continued to move for- 
ward, though at a marginally positive rate. . 

According to the OECD, France's re- 
covery "is initially based primarily on for- 
eian demand and on gains in market shares 
resulting from the. improved French com- 
petitive position following continuing wage 
and price moderation. This is the begin- 
ning of the pay-off from the lengthy adher- 
ence to.the strategy of reducing inflation 
below the rates of major trading partners 
— competitive disinflation. " ! 

Indeed, France has led the way in Europe 
in the fight against inflation, effectively . 
breaking a wage-price spiral that soared into 
the double digits in the early 80s. Since: 
1986 France's consumer price inflation rate - 
has ranged between 2.7-3.6%, with an av- 
erage around 3% — lower than the EC © 
average since 1986, and significantly lower : 
than Germany's inflation since 1991. Con- 
sumer price growth is expected to remain 
under 3% through 1993. 

The government's policy to keep the 
French franc strong has resulted in a stable 
currency that has gained the confidence of 
the international bond market, in which the 
interest rate differentials with Germany have 
been eliminated on the short-term and are 
expected to disappear on long-term bonds over the next two 
years. 

These changes have contributed to a major turnaround in 
the financial strength of France's private sector over the past 
decade. Business margins — operating profit divided by value 
added — rose from 24% in 1980 to more than 3096 in 1988, 
and, even with the recession, have remained over that level ever 
since. 

Retum on capital invested rose from 1196 to 13.996 in the 
decade — on par with Germany. Improved earnings — and the 
expansion of France's equity markets — have permitted compa- 
nies to reduce their indebtedness. The ratio of equity to debt 
almost doubled, from 29.796 in 1984 to 53.696 in 1989. 

All the while, French industry has forged ahead with new 
capital investments, improving quality of its goods, productivity 
and, ultimately, competitiveness. Between 1984 and 1990, in- 
.vestment in manufacturing soared 80% — possibly the biggest 
< investment spurt of all industrialised countries. - 
espite these gains, unemployment remains a painful black 
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10.3%, or nearly 3 million people. The government is fighti 
problem on ed fronts, through retraining, apprentice y 
innovative work-sharing arrangements. rs 
Meanwhile, the OECD's outlook makes lemonade -ot [ 
lemon in noting that the "labour market conditions shou 
conducive to wage restraint, which, coupled with cyclically hi 
productivity growth, would result in slower increases of unit la 
costs." 










































3496 for fiscal 1992. This new flat rate, now applied to 
distributed and. reinvested profits, is one of the lowest in Euro 
At the same time, employers’ contributions to social coverage. for 
employees have been stabilised since 1988, after a run-up in the 2 
early 80s. : Er 
Corporate tax rates on n longdehm capital gains have also been 
simplified and reduced. A flat 18% rate applies to gains fró 
~ patents, licences, certain portfolio: invest- 
ments and other assets, such as bulla 
machinery and equipment. 
The tax liberalisation is part of an over : 
all attempt to make France more business 
friendly. For example, even prior to t 
Single Market deadline for free movement - 
of capital within the EC, the government 
removed all currency controls, permitting, 
without prior notification or approval, a 
quisition of assets abroad, transfers betwe 
France and foreign accounts, retention in a 
- French account of foreign currency repat 
riated from foreign countries, and borrow- 
ing of foreign currency in France. 
In addition, the government has gener- 
ated a greater role for the private sector by | 
progressively reducing the state's control of | 
some major sectors. In the late 80s, the 
government privatised a dozen companies, 
including glass-maker Saint Gobain, two. 
investment banks, Paribas and Suez, and: 
the giant retail bank, Societe Generale. In. - 
order to generate new funds for unem- 
ployment programs and increase the. ač 
cess by state-owned companies to capital 
markets, the government now is preparing 
further asset selloffs, reflecting a new 
political consensus shared by socialist and 
conservative parties alike. 
The effort could begin with sale of minority stakes in big 
insurance companies and industrial groups in 1993, depending 
on market conditions. 
The liberal orientation has also been extended to foreign inves- 
tors, who now are eagerly courted by officials and local busines: 
instead of being ignored or rejected, as some were a decade ag 
Minoru Inouye, a Bank of Tokyo executive who headed a deleg 
tion of businessmen and bankers to France last autumn, was 
of praise for the warm reception they received. "We were we 
comed with open arms and we could see that our investmer 
would be well received," he said. | 
Indeed, foreign investors play an increasingly significant i 
the French economy. In the industrial sector, alone, companii 
with 20% or more of their equity held by foreign companies « 
investors account for 22% of France’s industrial production, 24 
of its workforce, 28% of its investments and 31% of its exports 
In 1991, foreign investments in France totalled Ffr 61.1 pui 
up 2596 from 1990. è : 
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It's all in the 
infrastructure 


E seeking to attract foreign investors, French officials are bank- 
ing heavily on the country's well developed transportation and 
telecommunications infrastructure. 

"The No. 1 question for investors is infrastructure, and in this 
domain, France is one of the best in the world," said Jean-Daniel 
Tordjman, head of the French foreign investment delegation. 

Indeed, due to a highly centralised decision-making apparatus, 
France has been able to rapidly develop its transportation and 
telecommunications systems, offering business and industry a 
modem and efficient infrastructure with which to move goods, 
people, voices, images and data — not only through France, but 
around the world. 

With more than 500,000 miles of roads of all sorts, France 
has the most extensive road network in Europe. There are more 
than 5,300 miles of high-speed highways, and the government is 
currently implementing a master-plan to expand that system — 
mostly in toll roads — to over 7,000 miles by the end of the 
decade. Some 7096 of cargo in France is currently moved over 
road by truck. 

The French rail system, already one of Europe's most deve- 
loped, is undergoing further expansion and modernisation. Tun- 
nels are being enlarged to permit the larger containerised loads to 
flow through. 
| A new system of 100-mile-per-hour night road-rail trains, 
. employing a hub near Paris, has been developed to give shippers 
24-hour service, instead of two or three days formerly. This hub 
will also improve service for shippers moving goods to Belgium, 
Spain, Italy, Britain any. 


Meanwhile, SNo VA ch national railroad, continues to 
expand its state-of-the-art hig 


| train — the train à grande 
vitesse, or TGV. Building on of the first TGV line, 
which opened in 1981 with two-houff*semjice between Paris and 
Lyon, the SNCF in 1989 launched the Atlantic line, offering 190 
mph service that slashed commuting times between Paris and 
cities of west and southwest France. Bordeaux can now be reached 
- in under three hours, Nantes in just under two, and Biarritz, near 
the Spanish border, in under five. It will ultimately connect with 
Spain's new TGV system, which is also based in part on the 
French technology. 

A new northem line is now under construction that will run 
from Paris and Roissy-Charles de Gaulle airport to Lille, the 
Eurotunnel, Brussels, Amsterdam and northern Germany. Plans 
are on the drawing board for a line to the south of France, and 
for an eastern line, linking the capital with Strasbourg, the seat of 
the European Parliament, and eventually into Germany. An inter- 
connect system is being designed around Paris that will permit 
passengers to travel from one end of the country to the other 
while bypassing the capital. 

"The TGV will change the map of Europe," Tordjman said. 

Though the TGV was designed for passengers, plans are under 
way to develop a new freight service, particularly for smaller 
shipments with time-sensitive transport requirements. 

At the same time, France's major airports have been pumping 
huge investments into modernisation and expansion programs. 
The six largest airports alone — France has some 86 commercial 
airports — say they will spend a total of US$3 billion on infra- 
structure development programmes through 1996. 

"Between 1985 and 1990, French airport traffic was growing 
at a rate of 8-1096 a year," said Patrick Millant, deputy director 
of the Union des Chambres de Commerce et Etablissements 
Gestionnaires d'Aéroport, the French airport managers associa- 
tion. "Airports have had to adapt to this growth and start building 








4 


ELI 





FAR EASTERN ECONOMIC REVIEW 


LN 


The TGV will change the map of Europe. 


programmes.” 

Even though traffic declined last year by 4.6% to 77 million 
passengers — a drop blamed on the double-whammy of the Gulf 
crisis and global economic slowdown — Millant said it was “still 
necessary to enlarge and improve” facilities to handle current 
traffic and to anticipate further growth in demand. 

The lion’s share of the investments are being made by 
Aéroports de Paris, the state-run authority charged with operating 
Paris's two big commercial airports — Orly and Roissy-Charles de 
Gaulle (CDG). The two airports, served by 110 airlines, handled 
45.3 million people. Paris accounts for 59% of the passenger 
traffic and 85% of the air freight handled by all the French air- 
ports. 

Aéroports de Paris hopes to make Paris a preferred hub for 
long-haul overseas traffic. The idea of the hub is to concentrate 
long-haul flights at one central point, from where passengers can 
be dispersed to the surrounding hinterland via short-range “spokes,” 
be it air or other forms of transport. 

This strategy has already paid off, said Jean Fleury, the new 
president of Aéroports de Paris. “We have already obtained good 
results, not only with Air France, which is to be expected, but 
with both American and Asian lines,” said Fleury. “CDG has 25% 
of its traffic made up of correspondences because this is the 
top-ranked airport in Europe for the frequencies of flights in 
Europe and in Africa, and for the number of cities served by long- 
haul.” 

Fleury said the investment programme is based on an assump- 
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AIRBUS accounts for 30% of the world civil aviation market. In 
a range extending from the twin engine medium haul to the four 
engine long haul aircraft, 1800 AIRBUS have already been sold 
throughout the world. The 330 AIRBUS sold to Asia-Pacific airlines 
and 430 to airlines in the USA clearly demonstrate its huge 
commercial success. 

AEROSPATIALE ploughs back more than 35% of its turnover 
into research and development. This percentage, the 
world's highest, firmly places AEROSPATIALE at the very 


a AIRBUS 


international successes that are the fruit of true cooperation - 
as demonstrated by ARIANE with 50% of the launch vehicle 
market, and the 10,000 helicopters sold worldwide through the 
EUROCOPTER company. 

70% of AEROSPATIALE's turnover is realised in programmes 
which involve cooperation of one sort or another - with 20% 
of these in Asia. 

AEROSPATIALE, driving force in the European aerospace 
industry, will tomorrow be spearheading the partnership 


Jinan 
aimed at developing a new supersonic aircraft - and thereby 


heart of all major European aerospace projects. From the — — 
outset, its history has been marked by a series of Wee SOC tO the legend it has already created for itself in the skies. 


ee 
CSS 
O — ae 
———S 
eS Ň 


AEROSPATIALE 


AEROSPATIALE Representative Office Singapore 541 Orchard Road # 14-04 Liat Towers Singapore 0929 Tel: 7375077 Fax: 7335815 





FRANCE IN ASIA 





tion of 5% growth over the next few years. "We don't want 
to be under capacity in 1997, the year in which cabotage 
will be integrated into the European Community,” he said. 
“If we don't take advantage of the possibility to develop our 
facilities by this date, certain European airlines will be tempted 
to develop elsewhere, and they will be able to since they 
have access to the entire EC." 

Plans call for Orly to ultimately increase its capacity to 
30 million passengers a year, from 22 million currently, 
and Roissy-Charles de Gaulle to 80 million passengers a 
year, from 23.5 million now. At Roissy, a second air ter- 
minal complex, CDG-2, is being extended while prepara- 
tions begin for a third complex, CDG-3, whose first termi- 
nal is scheduled to enter service by 1997. 

The programme includes construction of a TGV high- 
speed train station and interconnection with the RER re- 
gional transit system running to the centre of Paris. 

The TGV connection, said Fleury, will "considerably 
improve the access of CDG to passengers from cities a 
radius of 300-400 km from Paris. In this radius, the attrac- 
tiveness of CDG will be undeniably reinforced." 

Roissy-Charles de Gaulle has been one of the most 
aggressive of Europe's major airports in developing an ef- 
ficient cargo capacity. A new air freight station offers up to 
40,000 square metres of space, and in 1993 construction 
is expected to be completed on a 24,000 square metre 
logistics centre for forwarders, consolidators and transport- 
ers as part of a multi-modal complex of 100,000 square 
metres planned on a 24-hectare site. 

In addition, specially designed facilities for warehousing 
perishable goods and handling live animals are being put 
into service. The two Paris airports in 1991 handled 
852,000 tons of freight — 588,000 tons at Roissy and 
264,000 tons at Orly. 

Meanwhile, French authorities have stepped up efforts 
to ensure that the country's ports provide fast, efficient and 
cost-competitive handling for international cargos. Some 
6096 of the goods imported into France and 3596 of the 
goods exported are transported through the country's 60 
maritime ports. Most of that — about 245 million tons out 
of 304.5 million tons in 1991 — flows through the six 
independent port authorities at Le Havre, Marseille, Rouen, 
Dunkirk, Bordeaux and Nantes-St-Lazaire. 

Since the mid-80s, the port authorities have undertaken 
major infrastructure investment programmes, the biggest of which 
is the creation at Le Havre of a "Rapid Turnaround Port." This 
container facility, costing US$166 million in its first phase, is 
designed to significantly reduce the amount of time a vessel needs 
to enter, load/unload its containers, and leave the port. A second 
phase, costing US$233 million, is adding new berths and 
state-of-the-art computerised cranes. 

There also has been a long-running effort to reduce labour 
costs to maintain competitiveness with 
northern European ports. A new plan, just 
passed into law, calls for implementation 
of a far-reaching social reorganisation de- 


signed to eliminate unneeded dockers, pro- eee of people 
vide flexibility in work rules and ultimately 2 
cut costs for shippers. 46 - 
France, via its national telephone utility, 7 
France Telecom, has also invested heavily — 4?- 
in its telecommunications infrastructure, and 38- 
today it boasts one of the most advanced : 
telecom systems in the world. Its 10-year- 34- 


old Minitel teletext system now is used by = 
some 5 million homes and offices, provid- 
ing several thousand different consumer and 
professional services, from train ticket res- 
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Passenger growth at Paris airports 
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Train bound for China through one of France's 60 ports 


ervations and news services to futures market trading and mort- 
gage payment calculations. France Telecom has exported the 
technology to Ireland and it is currently working with an American 
telephone company to adapt the Minitel system to a portion of 
the US. 

It also has been an innovator with “smart card” technoloay, 
with most public phone booths in France now operated by a card, 
embedded with a silicon chip, instead of coins. 

For international business communica- 
tions, the company offers Numeris, a pub- 
lic integrated services data network, that 
provides transmission of voice, image and 
data around the world. Numeris transfers 
data at 64 kilobits per second, Group 4 
fax, sound transmission at 7 kHz and video 
conferencing at 128 kilobits per second. 

The network is now connected to simi- 
lar systems in more than a dozen countries, 
including the US and Japan, and it is ex- 
panding fast. For heavy and regular data 
transfers, the utility offers specialised inter- 
national digital connections and satellite serv- 
ices, running from 48 to 1,920 kilobits/ 
second. + 
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world shrank. When he invented 
radiocommunications, military thinking 
was revolutionized. When he discovered 
the means to jam the signals, it was 
time to think agatn 

Technology has been changing man's 
thinking for a long time. Several million 
years ago necessity drove our remote 
ancestors to make tools. To control the 
complex movements of the hand, the 


brain evolved. With his better brain man 


developed better tools - and a still better 


brain. The process was interactive 
Technology changed his thinking. His 
thinking changed technology 

At Thomson-CSF we're continually 
stretching our minds to improve the tools 


man uses. Every year we spend over 


20 percent of our revenue to enhance our 


Systems and develop new technologies 
— in both defense and civilian electronics 
A considerable part of our R&D efforts 


TECHNOLOGY CHANGES THINKING. 
OuR THINKING CHANGES TECHNOLOGY. 


When man invented the airplane. the 


goes to creating better software, the key 
component that masterminds all our 
systems.In artificial intelligence 
development, for instance, we're doing a 
lot of hard thinking about thinking 
itself, investigating, among other things 
how the brain recognizes shapes. Just 
one example of the kind of sharply 
focused, product-oriented research that's 
basic to our determination to keep 
Thomson-CSF on the cutting edge 
Technologically —and competitively 

The result oj our endeavors is pure 
synergism. One advance leads to 
another. The more we improve 
technology, the more technology 
we Improve 

Thomson-CSF: Cedex 67, 92045 
Paris-La Défense, France 
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Traders head for the 
‘money’ in Asia 


F rance, traditionally oriented toward the US and Europe in its 
trade, is increasingly seeking — and finding — new markets 
in the fast-growing East. 

Since 1980, the share held by Asian countries in France's total 
foreign trade — excluding services — has doubled, now repre- 
senting 6.596 of France's imports and 9.696 of its exports. 

In 1991, according to the French Centre for Foreign Trade 
(CFCE), French trade with Asia was running a fairly large deficit 
of Ffr 46.1 billion (US$9.2 billion) — due principally to a rather 
stable deficit with Japan, of Ffr 29.1 billion, and a worsening 
trade gap with China, of Ffr 9.3 billion. French manufacturers’ 
biggest markets last year were Japan, buying goods worth Ffr 
24.5 billion; South Korea, Ffr 7.9 billion; China, Ffr 7.7 billion; 
Singapore, Ffr 7.3 billion; Hongkong, Ffr 7 billion; Taiwan, Ffr 
5.5 billion; India, Ffr 4.3 billion; Indonesia, Ffr 3.7 billion; and 
Thailand, Ffr 3 billion. 

The trade expansion has opened up new possibilities for French 
exporters in a range of high value-added industries and services, 
from aerospace and luxury goods to environmental engineering 
and merchant banking. 

For many major companies, developing markets in Asia have 
become a long-term strategic policy, linked to the fact that Asia, 
increasingly, is where the money is. “In the developments of the 
past three years, what is interesting to note is the increased scar- 
city of sources of liquidities in the world. There remains but one 
great source of cash — Asia," said Jean-Louis Gergorin, head of 
Asian strategy for Matra. "It's a priority to increase our share of 
commercial efforts in the industrialised Asian countries. " 

Matra has racked up several significant successes in recent 
efforts to break into the Asian market. In Taiwan, Matra Trans- 
port is preparing to put in service by next spring its new 11 
kilometre VAL — an automatic light rail system. In South Korea, 
Matra Defence-Espace made a breakthrough in a market domi- 
nated by American defence companies, obtaining a Ffr 1 billion 
contract for its Mistral system. In addition, its Matra Marconi 
Space subsidiary, in a joint venture with GE Astro Space, won a 


ak 2 ; look towards 
a and Vietnam 


EA te well-developed in Japan and Hongkong, France's 
major banks have set their sights on markets of the future 
D China and Vietnam. 

. ln one of the most ambitious efforts, Banque Nationale de 

Paris (BNP) is in the process of setting up a 50:50 joint venture 

_with the Industrial Commercial Bank of China, to be called the 
International Paris & Shanghai Bank. Negotiated over the past 
_ year, the venture is expected to be operating by the end of the 
6^ year or early 1993. 
. "It's a continuing policy of this bank to invest in China, with 
which we have a long-standing relationship," said Pierre 
—. Prevignano, area manager for BNP in charge of China, Hong- 
kong and Japan. BNP currently employs 20 people in China, 
. with representative offices in Peking, Shanghai and Canton. 
. The bank was involved in financing for the French-built nuclear 
4% prow, station at Daya Bay. 
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contract from Korea to supply two telecommunications satellites. 
In Japan, Matra Datavision signed an accord with NEC to help 
distribute its Euclid-IS software system. 

"It's a good start,” said Frederic D'Allest, president of Matra. 
"We're going to consolidate our presence and unite our capacities 
so that the success of one becomes a base for another." 

Aerospatiale, the state-owned aerospace and defence group, is 
also making progress in the Asian market. In 1991, the company 
got 27.796 of its export orders — which totalled Ffr 14.2 billion — 
from the Asia-Pacific region, up from 25.796 in 1990. Much of 
that business was due to orders for Airbus aircraft. Aerospatiale is 
the French partner in the Airbus consortium. That business could 
have all the more potential if Japan found a way to eliminate its 
trade surplus with the US. The huge trade imbalance has resulted 
in "buy-American" pressure, officials say, shutting out the French. 
Japan Air Lines, for example, has never purchased an Airbus. 

The French nuclear industry has made Asia a main growth 
target over the past two decades. Southeast Asia, in fact, now 
represents 5896 of the total export sales of Cogema, the nuclear 
fuels group, or some Fír 3.9 billion in 1991, according to a 
spokesman. Starting with Japan as its first customer, in 1970, 
Cogema now has contracts covering nuclear products and services 
also with Korea, Taiwan and India. In addition, it is supplying the 





Cogema's nuclear power project in Guangdong. 


The new bank is to be managed by BNP, which will give its 
Chinese partner access to sophisticated banking know-how, while 
the Chinese partner brings immediate and broad contacts in the 
market, he said. The bank is to focus on trade finance and 
medium-term loans to Chinese companies. 

In Vietnam, BNP has recently received a green light to open 
a branch in Saigon, where it currently has a representative 
office. It also has a representative office in Hanoi. 

At Banque Indosuez, Michel Scherrer, head of the Asia desk 
in Paris, said he's "keen on doing business in China and Viet- 
nam. " He hopes to have clearance before the end of the year 
to open a branch in Guangzhou. Last year, Banque Indosuez 
was one of the first foreign banks in the world — along with 
Credit Lyonnais — to open a branch in Shanghai. 

In Vietnam, Banque Indosuez has pioneered again, being the 
first to open a full branch in Saigon last July. 

Two other French banks, Credit Lyonnais and Banque 
Francaise du Commerce Exterieur, plan to follow suit in Saigon 
by the end of the year. 

Vietnam is something of a bet for the French, who believe 
it's only a matter of time, maybe less than a year, before a 
political settlement can be forged with the US, and then with the 


1 OCTOBER 1992 


FRANCE 





two nuclear plants at China's 
Daya Bay — recently built by 
France's nuclear plant construc- 
tor, Framatome, and set to enter 
service next year. Framatome 
has also been responsible for the 
construction of several nuclear 
plants in South Korea. 

"The fairly high growth rate 
of nuclear development in Asia 
is a challenging situation," the 
Cogema spokesman said. 

Alcatel Alsthom, France's 
largest industrial group, has also 
made big inroads in the Asian 
markets. Alcatel, the largest tel- 
ecommunications equipment 
supplier, rang up sales of Ffr 





year, with more than half of 
that in China and Taiwan. GEC- 
Alsthom, the 50:50 joint ven- 
ture in power systems, marine and rail equipment between Alsthom 
and General Electric Co. of Britain, tallied Asian sales in the 
period of Ffr 6.2 billion — most of it in India and China. How- 
ever, it has orders of Ffr 9.1 billion from Malaysia for five meth- 
ane-carrying vessels. Some 2096 of GEC-Alsthom's sales of Ecu 
6.9 billion is derived from the Asian markets. 

In the oil and petrochemicals industry, both Total and Elf- 
Aquitaine, the two French oil giants, have been quite active in 
Asia in recent years. Total markets its energy in Tokyo, Seoul, 
Peking, Hongkong, Taiwan and Singapore. A portion of that 
comes from oil and gas fields it has developed in Indonesia. In 
1990, some 30 million barrels were produced from those fields, 
as well as 180 billion cubic feet of gas. The company is also 
developing a gas field in Thailand, which is expected to supply up 
to 140 billion cubic feet by the mid-1990s, and last year it signed 
a joint venture to build a refinery in Northeast China. 

Elf last year reported sales of US$1.6 billion in the East Asia 
region, or about 796 of total sales. A spokesman said the com- 
pany expects those sales to grow "around 15% per year” for the 
next two years. € 


Total's Indonesian operation 


IMF and World Bank. “It won't be 
immediate," said Jacques Kosciu- 
sko, Credit Lyonnais executive vice- 
president for Asia. "But once they 
open up and start growing, it 
should be a good market." He said 
that once the US election is de- 
cided, whoever wins will be able to 
make the necessary political deci- 
sion to make amends with the 


4.6 billion in the region last 
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All that glitters 
is gold (or yen) 


proe s luxury-goods industry, hot from its success in recent ` 
years in Japan and Hongkong, sees a glittering future for - 
much of the region in the decade ahead. : 

Marketers of prestige products — 
pagne and haute couture to writing instruments, perfumes and 
beauty creams — are turning to a variety of marketing and dis- 
tribution strategies in order to bring the French art de vivre to the 
newly created middle and upper classes of the fast-growing Asian 
economies. 

A market built up from almost nothing a few decades ago, the  : 
Far East today accounts for nearly 3096 of the Ffr 30 billion in — 
sales generated by the French luxury goods industry, according to — 
Christian Blanckaert, president of the Comite Colbert, a trade 
association representing 70 French prestige-products companies. 

"Asia is growing for us at an exponential rate," said Blanckaert. 
"Three years ago, the region accounted for only 2096 of our 
sales." He said there was no sign of a slowdown. "We plan on 
continuing growth because new markets are opening. | think that 
Asia will represent 4096 of total sales some time in the next five — 
to 10 years." He called Thailand, South China and South Korea 
"very promising” markets for luxury goods development. 

"French prestige products carry a certain art de vivre, which 
really fits the needs of Asia," he added. 

Japan, alone, now accounts for 18-1996 of total sales. Last 
year, according to the French Centre of Foreign Trade (CFCE), 
Japan bought prestige goods from France totalling Ffr 6.48 billion. 
Cognac accounted for one-third of this figure — Ffr 2.18 billion 
— followed by leather goods, Ffr 1.16 billion; perfumes, Ffr 835 
million; wine, Ffr 670 million; women's fashion clothing, Ffr 580 
million, art works, Ffr 540 million; and jewellery, Ffr 520 million. 

"In Japan, no category of product is excluded from the mar- 
ket," Blanckaert said. "Even perfume is becoming more and more 
accepted. " 

He called the economic problems in Japan "short term," and 
said the French prestige marketers faced a big challenge of main- 
taining their standards “at a high level," — and increasingly involve 
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bank exposure in Japan and should 
be able to ride out the market and 
real estate storm. | 
Last year, five French banks - 
ranked among the 15 most 
profitable foreign institutions in Ja- 
pan, according to the Nikkin Ja- 
pan Financial News. The ranking 
Banque Indosuez third, with 
operating profit of Y2.4 billion 


LUL 


ranging from cognac, cham- ` 


country's long-time enemy. "It's not (US$19.4 million); Societe 

the kind of decision you take dur- Generale fourth, with Y2.1 billion; 

ing an electoral campaign," he said. BNP 9th with Y1.5 billion; Credit 
Meanwhile, the big French Lyonnais 13th with Y1.25 billion; — 

banks continue to develop their net- and Banque Paribas 14th, with 

works in the rest of Asia, usually  /ndosuez branch in Hongkong. Y1.07 billion. 

focusing on Hongkong and Tokyo. Indeed, the French banks re- 
BNP employs 800 in Hongkong and has assets of nearly port that their activities are highly profitable throughout 


the area. “The Asian-Pacific region is one of the largest - 
cash-flow contributors from the international side," said — 
Christian Charnace, Paribas executive vice-president for Asia- 


US$13 billion, while in Tokyo, it employs 125 and has a bal- 
ance sheet of around US$10 billion. It also has a small securities 
operation, BNP Securities Japan, focusing on arbitrage. 

Most of the French banks say they have reduced their non- Pacific. € 
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the Japanese in the creative process — in order to consolidate 
their position in the market. “The challenge in Japan is to never 
break the chain of quality, from creation to packaging," he said. 

Not all agree that the future is so rosy. Earlier this year, Alain 
Dominique Perrin, president of Cartier International, said in a 
published report that it was "crazy" for the luxury goods sector to 
rely so heavily on Asia for the future. "Culturally, [Asia] is not a 
luxury market, it's only a consumer market," he said. "Luxury was 
born in Europe. For Europeans, it's natural to live with luxury. We 
were born with it. Here [in Asia], it's just a status symbol." 

If the boom does continue, the best positioned to profit from 
‘it is LVMH Moet Hennessy Louis Vuitton, the largest prestige 
products group in the world. Its stable of brands include some of 
the best-known names in the industry: Moet & Chandon, Veuve 
Clicquot Ponsardin and Pommery champagnes; Hennessy and 
Hine cognacs; Louis Vuitton luggage and leather goods; Givenchy 
‘haute couture; Christian Dior, Christian Lacroix and Givenchy 
perfumes; and RoC skin-care products. 

Some Fír 8.4 billion in sales, or 3896 of LVMH's worldwide 
sales of Ffr 22 billion, came from the Far East in 1991. That 
would give it more than 80% of the total sales generated by the 
French luxury-products industry in the region. 

LVMH employs some 900 people in Japan — out of 1,600 
in all of Asia. Daniel Piette, executive vice- 
president, is counting on a rebound for the 
sector in Japan after this current "readjust- 
ment” in the economy. The downturn, 
analysts say, has particularly affected co- 
gnac sales in Japan, with some predicting 
a decline of 2096 this year. However, per- 
fume sales — boosted by the rollout of 
Christian Dior's Dune and Givenchy's 
Amarige, plus continued strength in leather 
goods — should compensate for the prob- 
lems in the cognac sector, Piette said. In 
the first half, perfumes recorded a “bril- 
liant" arowth, on the order of 20-3096, he 
said. 

"There's no reason why we won't see 
[economic] growth of 4-696 per year, once 
this readjustment is accomplished," he said. 
The economy, he predicted, would tum 


luxury industry 
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The lap of luxury 
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Veuve Clicquot's department store champagne bar in Tokyo; a Japanese ad for Hennessy XO. 


around by the spring of 1993. 

The luxury market, Piette predicted, would be aided long term 
by fundamental changes in Japanese society. "The Japanese realise 
that they need to have a better standard of living for the people, 
and the government has decided to help in this direction," he 
said. "That means there will be a continuous demand for luxury 
goods.” 

To generate the demand, however, the prestige marketers 
must still work to develop a taste for their products, some of 
which are still foreign to the cultures of the Far East. LVMH, for 
example, has been labouring over the past few years to build 
awareness for champagne in Asia, where the target market is 
much more accustomed to drinking sake, scotch or cognac. In 
Japan, Dom Perignon has already built up a following through 
brand promotions in bars, hotels and restaurants. Pursuing a dif- 
ferent strategy, Veuve Clicquot three years ago set up “cham- 
pagne bars” at selected Tokyo department stores. 

"They're doing a fine job," said Piette. “The idea is to famil- 
iarise the Japanese with champagne and give them the know- 
ledge of what champagne is all about. It's a question of education 
— just like with a new food.” 

Japan is also a key market for L'Oreal, which is using it as a 
springboard into the rest of Asia, according to executive vice- 
president Gilles Weil. The Paris company 
markets a range of beauty products — 
Lancome, Helena Rubinstein and Biotherm 
— and a big stable of perfumes — Cacharel, 
Lanvin, Guy Laroche, Paloma Picasso, 
Armani and Ralph Lauren. 

"Japan is an important market for its 
leadership role," said Weil. He said that 
Japan not only represents a formidable do- 
mestic market, but with the Japanese trav- 
elling more through the region, they help 
convey the image of these products, which 
they will want to buy at their destinations. 

"We could double our tumover in Asia 
in the next three years," said Weil. "It's a 





"I very dynamic part of the world for us." Asia 
gv currently accounts for 10% of the perfume/ 
Source Comité Colbert beauty products division’s sales; its share 


could rise to 16% by 1995, he said. ¢ 
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- Asia's new investors 


HOW MUCH TIME do you spend analysing where to put your 
money? Thirty minutes a week? An hour a month? It is a fair 


bet that the time you can afford is not enough to make the 
most of what you have earned. Many Asian investors are too 


busy accumulating new wealth to spare a great deal of thought 


. to preserving the real value of hard-won savings. 


With these Asian investors in mind, the REVIEW this issue 
relaunches Where to Put Your Money, our personal-finance 
supplement. The information provided in this quarterly report 
is aimed at helping busy people make better investment deci- 
sions for themselves and their families. 

Asians have traditionally preferred to handle their own in- 
vestments — to buy financial assets such as shares directly 
from brokers. But a new kind of investor is emerging in the 
region, one who does not have the time or specialised informa- 
tion to make the best decisions about personal finance. 

This investor, following the lead of his counterparts in 
North America and Europe, will increasingly entrust at least 


part of his savings to professional managers. They will put his 
money into one of many pools designed to invest in equities, 
bonds, currencies, commodities and derivatives. 

There are thousands of such pools to choose from — 
whether they are called unit trusts, mutual funds or collective 
investments. Each has its own management style, its own port- 
folio of investments and its own scale of costs. Some are aimed 
at people looking to maintain their savings with low-risk, di- 
versified investments. Others take a gamble on the prospects 
of a country, industry or currency. 

To help you decide which fund is right for you, the REVIEW 
publishes league tables of the top-performing funds over the 
past year. Every three months, we will update the lists. Where 
to Put Your Money will also speak to fund managers to find 
out how they make their investments and why. 

What matters more than which funds did well over the past 
year is which funds are likeliest to do best over the next 12 
months. To provide an insight into where the markets are go- 
ing, the REVIEW has established a round-table panel of four top 
institutional investors. Their conversation features strong argu- 
ments, and even occasional consensus. Billions of dollars ride 
on their decisions — possibly including yours. 


Tips from top advisers 


Swiss franc bonds and Bangkok Bank shares are among the buys 


he REVIEW invited four senior in- 

vestment managers to a roundtable 

discussion about where the financial 

markets are heading in the next few 
months. The participants were: Elizabeth 
Tran, managing director of Prudential Asia 
Fund Management; William Ebsworth, 
managing director of Fidelity Investments 
Southeast Asia; Laurent Roux, managing 
director of Pictet (Asia); and Patrick Shum, 
fund manager with Barclays de Zoete 
Wedd Investment Management. 

The currency turmoil in Europe was 
uppermost in the panellists’ minds when 
they met a few days before the 20 Septem- 
ber French referendum on the country’s 
future in the EC. So the REVIEW began by 
asking them about the near-term prospects 
for the foreign-exchange markets. 

Ebsworth: Trying to predict currency 
movements with any sort of accuracy is 
one of the biggest risk calls in our business. 
Having said that, our analysts generally 
believe the dollar has bottomed against its 
major trading currencies. 

Roux: To a certain extent, the bad news 
for European currencies has already been 
discounted. The first thing to note is that 
the devaluations of some European curren- 
cies against the Deutschemark have hap- 
pened. But we still like European bonds, 
especially if short-term yields rise. We are 
still bullish on Dm bonds and Swiss franc 
bonds and we expect European equity 
markets to do better later on as rates come 
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down — we are not writing Europe off. 

The key is when and how fast interest 
rates will come down. But the big issue is 
whether the European Exchange Rate 
Mechanism falls apart. 

Tran: There is also the US dollar to con- 
sider. In a few months' time, we will know 
who the next American president is. In our 





Elizabeth Tran was born in Vietnam, 
left for England at the age of 10 and 
returned to Asia in 1980, where she 
was first a banker. Tran has been 
with Prudential Asia since 1988. 
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view, a Clinton presidency would probably 
be more likely to adopt a stimulative eco- 
nomic policy in the medium-term than the 
Republicans and that will help Asian 
economies. 

There is now a lack of will to drive the 
US dollar much lower against the Deut- 
schemark, even with the existing interest- 
rate differentials. I would say that the dol- 
lar has bottomed out at these levels. 

Shum: But I'm not sure when the dollar 
will come back up; that has very important 
consequences for the Asian market since 
most Asian currencies are largely tied to 
the dollar. 

Roux: If the US picture starts to clear up 
in the next 3-5 months, we will probably 
put some money to work there. We've 
been very cautious about the US stockmar- 
ket. As for Britain, we are now more or less 
in the camp that believes it will have a low- 
inflation picture for a while. There is some 
pretty good value in British stocks. 

In the rest of Europe, we would urge 
people to put their money into Deutsche- 
mark bonds, which are yielding 8.5-8.75%. 
We think rates in Germany will come 
down. But there are going to be concerns 
in January about German taxes on domes- 
tic investors, so one has to be careful. 

We also like the Swiss market, even 
though Switzerland is going through a re- 
cession. Rates there are likely to come 
down for the next 12 months, so we are 
very optimistic on Swiss franc bonds and 
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EXTRA VALUE DEPOSIT ACCOUNT 


Compare our Extra Value Deposit Account with 
similar products and you ll soon detect that it is à 
unique original — it’s got a little more ‘colour’ and it's 
generating a great deal of ‘interest’ offshorc. 


It's available from a choice of three convenient 
locations, Jersey, Guernsey and the Isle of Man. 


Take a look at the features and you'll appreciate 
'another masterpiece" from Standard Chartered. 


Full details are available from:- 
Shirley Kung, Standard Chartered Bank (CD Ltd, 
12th Floor, 4—4a Des Voeux Road Central, Hong Kong. 
Tel: 821 1399, Fax: 877 0208. 


Or:- Gordon Wylie, Standard Chartered Bank (CI) Lid, 
P.O. Box 89, Conway Street, St. Helier, Jersey JE4 8PY, 
Channel Islands. Tel: (0534) 74001. Fax: (0534) 24890. 


The art of banking- offshore 


& 


id 


Minimum deposit only £1,000 or US$2,000 
Personalised cheque book 

Standing orders and direct debits 

No bank charges 

Competitive rate of interest, paid quarterly 
No minimum withdrawal level 

Monthly statements 


Tax not deducted at source 


Deposits made with offices af thee Companies in the Channel islands and die Isle of Min 
dre nor covered by the Deposit Proteción Scheme ander the Banking Act 0987. The paid up 
cama and seserves of the neo companies ace. Standard Chartered Bank (CI Limited £39 
million and Standard Chartered Bank (isle of Mani Limited oves £4 million. 


| To Shirley Kung, Standard Chartered Bank (CD Lid, 12th Floor, 4-4 


des Voeux Road Central, Hong Kong. Tel: 821 1599, Fax: 877 0208. 
Cr o a 
Gordon. Wyle, Standard Chartered Bank (CD Lad, l E 
PO. Box 89, Conway Street, St. Helier, Jersey JE4 BPY, Channel Islands. 
Tet: (08343 74001, Fax: (0534) 24890. EE 
Please send me, without obligation, full information about your 
Extra Value Deposit Account. 
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also on Dutch guilder bonds. 

We are also bullish on French franc 
bonds because the yields are quite attrac- 
tive. In terms of stockmarkets in continen- 
tal Europe, we have been focusing on Swit- 
zerland, where most of the stocks that we 
invest in are multinational companies that 
are diversified worldwide, like Nestle. 

Review: Where do you see the best op- 
portunities in Asia over the next few 
months? 

Tran: | think I would be in Tokyo as a 
first choice, because you don't have as 
much political uncertainty there as you do 
in Hongkong. If we see a pickup in the US 





economy, (people are talking about 3% 
growth next year), then we are likely to see 
a better market for Japanese manufactur- 
ers, even if they don't look cheap now. 

Ebsworth: | agree that at current levels, 
Tokyo offers tremendous value in selected 
stocks. The current rally has been driven 
by some of the least fundamentally attrac- 
tive issues. This leaves plenty of bargains 
in blue chips like Sony, Toyota, and 
Matsushita. 

Roux: lf your time horizon is three or 
four months, we tend to think you would 
see some confusion in Asia as people try to 
figure out whether or not they should be 
in Japan and the extent to which they 
should be there. Next year's earnings for 
Japanese companies are not going to be 


We believe that there will be another 
correction in Japan and this could take an- 
other 3-6 months to materialise. After that, 
we may move into Japan. 

Tran: We have stakes in small Japanese 
companies which have niche products. We 
are heavily into food companies. We con- 
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tinue to be bullish about Moss Foods, à 
fast-food chain. 

Shum: Hongkong is still my best bet, 
particularly after the recent correction. The 
bad news is already in the market; as Octo- 
ber approaches, we may see a solution on 
the financing of the new airport. 

Ebsworth: We should not forget that 
there is still an uncertain political situation 
in China. Chinese leader Deng Xiaoping is 
not going to be here forever and if you 
throw that into the equation, it can pull 
Hongkong down quite rapidly. The speed 
of its rebound would largely depend on 
the Chinese leadership's ability to main- 
tain political stability. 

Shum: In Hongkong, I very much like 
the idea of buying the blue chips. I don't 
think interest rates will go up in the next 6- 
12 months because the US economy is so 
weak and inflation is low. 

Review: Which companies among the 
blue chips are you interested in? What 
about utilities, for example? 

Shum: | don't think the utilities will be 
high fliers. But if you have some worries 
about politics, then I would have a certain 
percentage in utilities in order to hedge 
against negative surprises. But most of the 
blue chips are good value. Jardine 
Matheson, Swire, HSBC Holdings — | 
still like them even at their current prices. 

I never invest in newly listed compa- 
nies for their first three years. The second 
year is the best test of the quality of a com- 
pany. In the first year, most companies can 
meet their forecasts. If the second year's 
earnings can match the first year's, | am 
very happy. 

Ebsworth: For the long term, we still 
like Hongkong quite a bit, particularly the 
smaller banks, consumer-related stocks, 
and exporters. But the earnings growth is 
largely contingent on China continuing its 
economic liberalization. 

We have been investing in China's B 
shares very selectively. The disclosure in 
China is very suspect. Accounting is not 
yet reliable, and underwriter due-diligence 
has generally been sloppy. The only way 
to make sound investment decisions is for 
our fund managers to visit the companies 
directly. Then you find out what they're 
going to do with the proceeds of the share 
offering. If the company is a manufacturer 
and they're using the proceeds to specu- 
late in property, what does it say about the 
attractiveness of their core business? 

Shanghai and Shenzhen are typical 
emerging markets. The fact that you have 
so much money chasing so few stocks 
makes both markets highly speculative. 
But over the long term, say 10 years, China 
offers tremendous potential. 

Shum: Long-term Shanghai is more at- 
tractive. Short-term Shenzhen is more at- 
tractive. Shanghai is such an old city; when 
I visited it in 1986 companies there were 
full of antiquated equipment. Shenzhen is 
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starting from scratch, so it is much easier 
to develop. 

Review: The Philippines has been one 
of the best performing funds, hasn't it? 

Shum: Yes. And I think that in terms of 
market structure, it is very much like the 
Malaysian market. The Philippine bourse 
is really dominated by three or four com- 
panies accounting for half the market. In 
Malaysia, only two companies account for 
over 40% of the index. So you just put 
money into Philippine Long-Distance Tel- 
ephone, San Miguel, Philippine National 
Bank. 

Tran: I think one should give President 
Ramos the benefit of the doubt. He has 
started out quite well with his revitalisa- 
tion of the foreign-exchange market. 

Ebsworth: There is a lot of value in 
South Korea now. Many of the big con- 
glomerates are selling at 2-4 times cash 
flow, good value against eight times for 
Morgan Stanley's Europe, America, Far 
East index. At current valuations a lot of 
the negatives are already reflected in share 
prices. This year, the authorities reluctantly 
opened the market to foreign investment 
in form, but not substance. 

Roux: Also, the South Korean govern- 
ment seems to have taken the position that 
they want to liberalise a bit more because 
of the drop in the market. They are going 
to make it easier for money to come in and 
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if they do, then you have a favourable flow 
of funds. 

Shum: The whole structure in South 
Korea is very highly leveraged. We are not 
too positive about the market there. 

Review: What do you think of Taiwan? 

Ebsworth: Taiwan is a tough one. It is 
still effectively closed to foreign invest- 
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Swissair Customer Portrait 140: Paresh D. Choksi, diamond dealer, Hong Kong, photographed by Elfie Semotan. 
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ment. While we find value in individual | 
stocks, the market as a whole is being hurt 


by slow earnings growth of around 6%, | 


selling at a relatively demanding multiple 
iin the teens. 

Review: What are the prospects in Sin- 
gapore? 

Ebsworth: The market has fallen behind 
Malaysia's. Since the markets separated, 


Malaysia has surged ahead of Singapore in | 
size, number, and diversity of listings. Cor- | 
. Pacific Growth Fund, which has risen 42% 


porate earnings growth has dropped faster 
than valuations in Singapore. 

Shum: We think there is a lot of poten- 
tial in Thailand. As Asian countries become 
affluent, people will ask for democracy. 
Change will certainly bring some hiccups. 
But with the current reshuffle, we should 
see a smoother transition to democracy and 
that is very positive. And there is good 
potential for the domestic market. 

Roux: We were less optimistic about 





Thai stocks in the first and second quarter 
than we are now. The market looks 
cheaper. 

Ebsworth: In Thailand, we like selected 
banks and consumer stocks. Bangkok 
Bank, for example, is a blue chip with fa- 
vourable profit growth, selling at an attrac- 
tive 7-8 times next year's earnings. 

Roux: What is interesting is when you 
look at the globe and decide where you 
want to invest your money. The question 
is what percentage of your assets you will 
allocate where. And there is a lot more to 
the world than Southeast Asia. For the first 
four months of the year, it was very diffi- 
cult to get any interest among Asians in 
European currencies but if you had, the 
gains would have been apparent by 7 
end of the summer. 
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Defensive strategy wins 


By Henny Sender in Hongkong 


Y RIGHTS, Tammy Chow should ap- 
B prove of 1992. She is, after all, the sen- 

ior manager of Credit Lyonnais’ Asia- 
in the past 12 months, making it the top 
performer in funds that invest in the Far 
East, including Japan. Virtually every ma- 
jor market in the region has declined. But if 
Chow feels any sense of euphoria, she is 
hiding it well. 

"Everything is down," Chow says. 
"This has been the most boring year. No 
market has really made money except 
Hongkong and that is because Hongkong 
is the link to China." However, she does 
brighten somewhat on the subject of her 
own fund's performance: “It is magic that 
we could get it right." 

This has been an especially difficult 
year. Previously, managers of non-special- 
ised funds could simply pick the best mar- 
kets without being overly concerned about 
specific companies or even sectors. No 


| longer. "Even if you get the asset alloca- 
| tion right, you can pick the wrong stocks,” 


Chow notes. "Stocks have had really di- 
vergent performances within one market 
this year." 

Chow's formula has been essentially 


negative; she has avoided the choppiest 
waters. Only 3% of her small fund (at just 
US$4 million) is invested in Japan, for ex- 
ample. ^We did not participate in the 14- 
18,000 part of the bear-market bounce in 
Tokyo," she says. "The fundamentals 
haven't finished their bearish course." 

The Asia-Pacific Growth Fund has been 
underweight in Japan for two years, based 
on Chow's view that stock valuations had 
lost touch with reality. With price-earnings 
ratios at 50 or above, she began taking prof- 
its. "It is like being scared of heights," she 
says. "I look at the valuations and I get 
scared. If I feel there is no value, I can't 
spend the cash." 

Nor will those values reappear soon, 
according to Chow. "Japan has a long way 
to go. Until the banks clean themselves up 
and over-leveraged companies start to 
refocus on return on investment, the mar- 
ket is only for short-term trading. Many 
problems still haven't come out yet.” 

Chow’s caution on Japan is grounded 
in experience; she worked in Tokyo from 
1984-89, where she was an analyst for 
Barings Asset Management and, later, for 
Barclays de Zoete Wedd Investment Man- 
agement. She expects the Japanese econ- 


Hot in Hongkong 


MANAGERS OF SINGLE-MARKET funds in- 
vested in Hongkong have been the envy 
of their colleagues this year. The Hang 
Seng Index jumped 43% between Janu- 
ary and early September, giving most 
Hongkong-fund managers impressive 
gains. The best performer of the lot is 
Walter Wu, who manages the Hongkong 
Fund of Barclays de Zoete Wedd Invest- 
ment Management (BZW). This fund has 
risen 88% in a year and came top of our 
table of funds investing in Hongkong 
Wu took over the management of the 
fund from Patrick Shum, the REVIEW's 
panellist, in July. Wu identifies the 
“China card" as the reason for Hong- 
bod 5 immunity to widespread bearish- 
ness. “In the past, the China factor was a 
handicap for Hongkong, " he notes. 
"Now it is a gold mine." 
Even a buoyant market is not an easy 
call, though. Being in the right place at 
the right time was critical. 
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v the start of the year, utilities fea- 
tured strongly in the index's surge. They 
were underpinned by falling interest 
rates and growing consumer demand on 
both sides of the border. China Light & 
Power rose from HK$22 to HK$30 a share 
in one month, and Hongkong Electric 
was not far behind. 

BZW was an aggressive buyer when 
shares in Guangdong Investments, the 
Hongkong investment arm of China's 
southern province, became available 
around Christmas. These shares became 
some of the hottest plays around, soaring 
from an initial placement price of 
HK$1.20 to more than HK$3. The fund 
also bought into Tien An China Invest- 
ments, the only other direct China play 
the manager considered large enough to 
be worth attention. 

Then it was the turn of the property 
developers to lead the market. BZW 
bought into Henderson Land and Sun 
Hung Kai Properties, but stayed away 
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omy to stay weak and corporate profits to 
decline 20-30% in their current financial 
year. Not until 1995 does she foresee a 
pick-up in earnings, and even then only at 
a modest 10%. Despite the slump in the 
Nikkei average, price-earnings ratios are 
still an unattractive 40-50 times. 

Other investment decisions reflect 
Chow's current defensive strategy. "I look 
for companies which can survive in à 
tough economic environment, companies 
which have a solid earnings growth." Aus- 
tralia, for example, is a major exporter to 
Japan; the economic slowdown in the lat- 
ter is bad news for Australian companies 
so Chow cut back her exposure Down Un- 
der. Nevertheless, she has still found some 
nuggets there. 

Ampolex, an oil-exploration company 
that has discovered oil in Papua New 
Guinea, has become one of Chow's top five 
holdings. The average price paid for the 
stock was A$1.20; it is now over A$3 and 
Chow will not think of selling before it 
reaches A$5. A more daring Australian in- 
vestment has been mining company GMK, 
which Chow bought into last August. “l 
thought: gold is at a 10-year low, it must 
be bottoming out," she says. "And since 
interest rates are coming down, the oppor- 
tunity cost of holding gold is also coming 
down." 

The major contribution to the rise in as- 
set value of the Asia-Pacific Growth Fund 
was not isolated Australian punts but an 
overweighting in Hongkong. This expo- 
sure was leveraged with some high-risk 


from second-liners. By the middle of the 
year, the fund increased its exposure to 
property-investment companies, among 
them Amoy Properties, Hongkong 
Land, Hysan and Great Eagle. Property- 
related shares now account for about 45% 
of the 30 stocks he holds. 

Recovery stocks — but only those of 
blue-chips — have been an important 
part of the BZW strategy. “If you go into 
the second- and third-liners you can get 
burned," says Wu. "If they crash, you 
can't sell them." HSBC Holdings (the 
parent of Hongkong Bank), up well over 
40% during the year, New World Deve- 
lopment and Swire Pacific featured pro- 
minently in the BZW portfolio. 

It was this recovery strategy that set 
apart BZW from its competitors. Wu 
leveraged his bets by buying covered 
warrants on his favourite blue-chips. 

Wu, whose fund has only 10% of his 
US$18 million portfolio in cash, is unsure 
whether the next few months will be as 
rosy. "Investor sentiment is becoming 
cautious compared to before," he notes. 

True, many factors continue to favour 
the Hongkong market. It is cheap both 
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China B shares, though Chow prefers to | 


focus on the blue-chips. 

Chow's second-largest holding is HSBC 
Holdings (Hongkong Bank's parent), 
whose stock has risen almost 50% this year, 


against a 30% rise in the Hang Seng Index. | 


She also bought property stocks, including 
Henderson Land and Sun Hung Kai Prop- 
erties, though since the beginning of the 
year she has gradually reduced her posi- 
tion in the sector to 23% from 40%. 

The China B shares, most of which were 


listed in Shenzhen rather than in over- | 


priced Shanghai, were a brief flirtation 
when they were at their hottest. Chow 
never puts more than 10-15% of her port- 
folio in such speculative shares, and does 
not hold them for long. 

By September, then, Chow was facing a 
question common to many Asia-Pacific 
fund managers; where do you go from 
Hongkong? She decided to increase her 
exposure to Southeast Asia. After two 
years of underperformance, she calculated, 
the Indonesian market looked relatively 
attractive. The fund now has a 9% weight- 
ing there. 

Positive trends on interest rates and in- 
flation in Malaysia also tempted Chow. 


Newly listed Tenaga Nasional accounts for 


4.2% of her portfolio and is her largest sin- 
gle holding. She is also returning to Thai- 
land, where the index has halved since its 
peak before the Gulf War. More ambi- 
tiously, Chow has taken a large gamble on 





Pakistan, and a much smaller one on Sri | 


Lanka. = 


by international standards and by its 
own historical average, and the territo- 
ry’s economic fundamentals are impres- 
sive. Moreover, the market has declined 
10% from its peak of 6,200 in May, sug- 
gesting that its correction could be played 
out. 

But Wu is not blind to the downside 
risks. “You can make an argument that 
the stockmarket has been artificially held 
up by [shares of] the banks, some prop- 
erty-investment companies and turn- 
around situations,” he says. The property 
sector is crucial to general market senti- 
ment, Wu adds. Developers this year en- 
joyed earnings growth of 25-30%, but this 
is expected to drop to 15% in 1993. 
“When property is slow, the market fol- 
lows," notes Wu. He adds wistfully: "I 
wish I had reduced my weighting in 
property." 

Political uncertainty on several fronts 
hovers over Hongkong. But if the issues 
are resolved to investor satisfaction, the 
Hongkong market could take off again. 
"Everyone expects a year-end rally,” says 
Wu. "It happens in nine out of 10 years." 

m Henny Sender 
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Anticipating the five-star needs of 
the business traveler tops our list 
of priorities. 


With comforting, luxurious rooms...Health 
club and outdoor heated pool... 


Excellent restaurants serving Cal-Asian 
to Chinese cuisine. 


Above all, it's our service — 
the ultimate luxury - that 
shapes the way you 
do business while in 
Hong Kong. 


* 


JW MARRIOTT HOTEL. 


HONG KONG 


For reservations, call The TW Marmor Hotel, Pacific Place, 
88 Queensway, Hong Kong island, Hong Kong Tek 810 8366, Fax 845 0737, 
Thx 66899 MARTT HX. In Asia Pacific: KUL 238 7059, SIN 291 7300, 
SYD Tall Free 008 251259, TYO 3215 7285 
In US and Canada. Toll Free 800 228 9290 
Contac your local travel professional or the nearest Marrion hotel 
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x TKM Automotive Pty Ltd. 612-28289144 « Bangladesh Multidrive Ltd. 880-2-833718 * Burma Inspection & Agency Corp. 95-1.73192 * Brunel Champion Motors Sdn Bhd 673-2-223452 
Guam Triple Enterprise Inc. 671-6469126 * Hong Kong Harmony Motors Ltd. 852-5281862 * India New Delhi, Raj Nath Motors 91-11.674781/Bombay. Ashiya Motors 91-22-2864209 
| la P.T. Garuda Mataram Motor Coy 62-21-8308826 * Korea Hyosung Corporation 82-2.6326967 * Malaysia Auto Dunia Sdn Bhd 60-37915511 © Nepal Dugar Brothers 977-1.213149 
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We would never 


say the new 


Audi 100 is the 
best in its class. 


We don't have to. 





a 


“The new Audi 100 is no longer 
number three among the distin- 
guished German marques, but, as the 


test proves, number one.” Auto Bild. 


“Audi has succeeded . . . in not just 
drawing level with the competition, 
but moving ahead of it.” Auro Motor 
Und Sport. 


“Frankly, there are few cars as 
refined, as cultivated, as of-a-piece as 


this." Car and Driver. 


“This car is more than a little like 


a four-door Porsche . . ." Automobile. 


“With very little steering effort, the 
Audi actually lets itself be driven 
nimbly and precisely like a small car.” 


Auto Motor Und Sport. 


“Smooth, quiet and absolutely reso- 


lute in its onward rush.” Motor Trend. 





“The Audi 100 is clearly the de- 


serving winner." Mot. 


But why take their 





word for it? ‘Test drive 
Vorsprung 


an Audi for yourself. durch Technik 


New Caledonia Societe D'Importations Automobile 68-7-261272 * New Zealand European Motor Distributors Ltd. 64-9-5730181 * Papua New Guinea Tan Chong & Sons Motor Co. 
65-4667711 © Philippines SKB Motors Inc. 632-531-3632 * Singapore Champion Motors Pte Ltd. 657776677/Motor Ultima Pte Ltd. 654621900 * Sri Lanka Car Mart Ltd. 
94-1-696311 * Tahiti Comptoir d'importations Automobiles 68-9-424008 * Taiwan Universal Motor Traders Ltd. 886-2 7380123 * Thailand German Motor Work Co. Ltd. 6625110820 








By Henny Sender in Hongkong 





lE NVESTORS IN ASIAN EQUITIES have more 
choices and access to more markets 
than ever. Unfortunately, over the past 
year most markets have been down and 
mostc wrong. The US was flat, while 
the r European markets of Germany, 
Britain and France were either static or de- 
dlining. Japan was little short of a disaster. 
"Most fund managers hate this year,” says 
Elizabeth Tran, managing director of fund 
manager Prudential Asia. 
The lucklustre performance of the 
world's biggest markets simply reflects the 
ailing state of their underlying economies. 
"Most people were betting that recovery in 
the US would come through faster and 
flow through to everyone else, but that did 
“not happen,” says Syd Bone, managing di- 
rector with consultants Towers Perrin in 
Hongkong. 
E "To over-anticipate the rate of recovery 
. was one of the greatest pitfalls" — . 
adds Mark White, a director of 
Jardine Fleming Holdings and 
president of the Hongkong Unit 
- Trust Association. “Some fund 
managers made pro-cyclical 
stock picks but the cyclical pick- 
up never materialised. Deflation 
_ was much more of a force.” Re- 
; gional markets dependent on 
recovery elsewhere, such as 
those of Singapore and Aus- 
tralia, suffered accordingly. 
— With world economic 
growth so anaemic, the place 
the shrewd investor was in- 
“ternational bonds and European 
currencies. Those invested in 
. European cash-management ac- 
counts and some international 
bond funds were able to pocket 
double-digit gains, though these 
- Were not the calmest of markets. 
. (September has been an especially volatile 
month, given the gyrations within the 
i jatar Exchange Rate Mechanism.) 
Despite the returns available elsewhere, 
Asian investors generally prefer to look 
closer to home. This has proved to be a 
sensible strategy since Asian economies 
have shown the highest growth rates. 
= For the clairvoyant, the formula for suc- 
cess in Asia this year was simple: avoid 
markets which depend on recovery else- 
where, stay out of Japan for most of the 
year and bet hugely on Hongkong. That 
strategy would have taken courage, how- 
ever, since Japan accounts for more than 
90% of total market capitalisation in the 
region. Pacific funds which have to play 


Grappling with the bear 


off Japan against Southeast Asia have the 
difficult task of balancing an elephant of a 
market against several ant-sized ones. 

For most of the year, until the an- 
nouncement in August of a rescue package 
for the economy, Japan was not a hard call. 
"It was a one-way bet," says Hugh Simon, 
managing director with East Asia Hamon 
Asset Management. "Until August it was 
right to go with the trend of the market. 
But now, it's a different decision. The trend 
of the automatic bear market in which you 
could make money just by shorting stocks 
has been broken." 

The upward spurt in the Nikkei stock 
index largely in anticipation of the govern- 
ment's package was so swift and fierce it 
left most fund managers far behind. Now 
they are forced to choose between chasing 
the market or waiting on the sidelines, con- 


templating prices that are still not cheap. 


a - Salomon Ma ne Index* 
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Many analysts believe that Japan still lacks 
strong enough economic fundamentals to 
support a rally. 

Even for those who took the plunge into 
Japan at the right time, stock selection was 
a treacherous process. "The chance of be- 
ing whiplashed was so high," notes Tran. 
"Bank stocks came down so quickly and 
then ran up so fast." The market capitali- 
sation of Industrial Bank of Japan, for ex- 
ample, declined almost 30% in three days 
in April. 

Prudential Asia's weightings in Japan 
are now higher than many of its competi- 
tors but, as Tran notes, it is much easier to 
decide to expand a position than it is to 
implement that decision. 
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Such tricky calls are the reason some 
country funds stay fully invested even in 
the most bearish of climates. "You never 
know when the bottom has been reached, 
and even if you did you can't always get 
in,” says Simon Fraser, a Fidelity fund 
manager responsible for Japan. "So our 
philosophy is to stay in. We just shift from 
aggressive to defensive strategies, depend- 
ing on our view of the market." 

In hard times, Fraser's strategy for non- 
country funds has been to look for regional 
stocks which have conservative balance 
sheets, strong management and huge cash 
reserves. (One of his favourites stocks is 
Chofu Seisakusho, a Hiroshima-based 
water-heater company which has no debt 
and sells for a reasonable 13 times earn- 
ings.) He also invests in some convertible 
bonds with put options, instruments which 
give investors the chance to sell stocks at 
an agreed price some time in the future. 
These limit his downside and offer some 
upside potential, as well as providing a 
yield. This, says Fraser, is "an aggressive 
way of being defensive." 

The haven for most investors and fund 
managers in Asia this year, if only by a 
process of elimination, has been Hong- 
, kong. Global fund managers 
* may have had about 15% of 
their portfolios in Hongkong at 
the beginning of the year, but 
they rushed to increase their ex- 
posure as the market gained 
40% (before falling back 10%). 
“We had money in Hongkong 
because nobody knew where 
else to put it,” notes Grahame 
Stott, director of Wyatt & Co. 
in Hongkong. “There was good 
opportunity and value; it was 
the only game in town.” 

The main challenge in 
Hongkong, notes Hamon's Si- 
mon, was to avoid the 
temptation to cash in bank 
C9" — shares. Buoyed by huge mar- 

— _. -Bins between deposit and lend- 

| - ing.rátes, the banks produced 

healthy earnings gains. Inves- 

tors buying nothing but shares 

in Bank of East Asia or HSBC Holdings 

would have almost doubled their money 
over the year. 

For spectacular returns, the fearless 
investor would have dived into China 
plays and into the second-liners that most 
fund managers prudently avoid. Some 
new issues were heavily oversubscribed; 
demand was so great for stock in China 
Overseas Investment Property, which 
started trading in August, that Matheson 
PFC (a fund manager and broker) secured 
only 1% of its requested allotment, accord- 
ing to director Michael Yuen. "If you just 
confine yourself to blue-chips, you miss 
these opportunities," Yuen notes. "If you 
are willing to look for value in smaller, 
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For more than a century and a half. Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 


differently. It is made using skills and techniques that others have lost 


OT forgotten. lt is made with attention to detail very few people would 


notice. It is made, we have to admit. with a total disregard for time. If 
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a particular Patek Philippe 
movement requires four 
vears of continuous work to 
bring to absolute perfection. 
we will take four years. The 
result will be a watch that 
is unlike any other. A wateh 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 
it has been worn. loved and 
collected by those who are 
very difficult to please: 
those who will only accept 
the best. For the day that 
you take delivery of your 
Patek Philippe, you will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 


PATEK PHILIPPE 


GENEVE 


HONG KONG Service Centre: FAIRFIELD ENTERPRISES LTD (DISTRIBUTOR AND GENERAL AGENT), Room 809. Wing On Plaza. Mody Road, Tsimshatsui East, Kowloon 
HONG KONG Authorized Retailers: ELDORADO WATCH CO. LTD. 60, Queens Road, Central — SHU! HWA WATCH CO, LTD. 50, Des Voeux Road, Central — KING FOOK 
GOLD & JEWELLERY CO. LTD. 3O-32. Des Voeux Road, Central — 88, Queensway. The Pacific Place, Central — 1, Yee Woo Street, Couseway Bay — 458-468, Hennessy 
Rood, Wanchai. KOWLOON EMPEROR WATCH & JEWELLERY CO, LTD, 81, Nathon Road, Ground Floor — KING FOOK GOLD & JEWELLERY (KLN) CO. LTD. 118-13O, Nathan 
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pe wer companies, you can do better." 

|... But what has worked well over the past 
. few months may not continue to prove re- 
 warding. To many analysts, the case for 
_ the downside in Hongkong is as compel- 

ling as the case for the upside. The ques- 
tion is: where to go from Hongkong? 

. In the past, the Singapore market gen- 
erally moved in tandem with Hongkong. 
Not any more. The republic's bourse had 

1 insipid year, being held hostage to poor 
| ormances in the West and 
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- Japan. Moreover, Singapore has gradually 
_ seen its relative position shrink, to the ex- 
tent that its market capitalisation is now 
_ dwarfed by Kuala Lumpur and Bangkok. 
. The major regional disappointment this 
year was South Korea, followed closely by 
a aiwan, which rallied bravely at Chinese 
New Year but has been falling since. No- 
body doubts that South Korea will be an 
important market. It is just going to take 
É . For now, most fund managers are 
spreading their investments around, and 
including some of the smaller markets in 
their portfolios. "It can be a bit like Russian 
ette,” concedes Bone. “You know there 
will be volatility, you can expect some 
manipulation, and at the end of the day 
_ you hope to cash in on the higher growth 
rates in the region." 
.. Thailand has been one of the principal 
_ beneficiaries of renewed interest in South- 
east Asia. The 13 September election dis- 
_ pelled some of the political uncertainty cre- 
_ ated by the May bloodshed. Moreover, the 
_ stock exchange has grown up; it is now 
considered well managed and is slowly 
gaining depth. The merits of Indonesia are 
_also being reassessed; it has been shunned 
2 . Among the smallest markets, the Phili- 
 ppines has had by far the best year, up 
33% for the year to date. But the benefits 
were largely reserved for specialist funds 
-that the market. Most analysts say it 
is too small to be worth the trouble, though 
it does hold promise. "The Philippines 
used to be marginal," says White of Jar- 
dine Fleming. "Now, with the rise in the 
index, it may become more mainstream 
and integrated with the rest of the Asian 
- investment story.” 
A Today's stellar performers among the 
fund ers — the "hot hands" as they 
are known in the trade — may not be the 
de of investors tomorrow. Studies 
cited by Wyatt & Co. suggest that the top 
. 100 managers of the past three to five years 
have no more than a better-than-even 
chance of outperforming the market in the 
_ Such studies into the performances of 
funds may not be of much use to investors. 
But they do provide some comfort to fund 
man who have had a bad year. They 
can only hope that next year will be 
A a 
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How to invest in funds 


By Nigel Holloway 


NVESTMENT FUNDS HAVE BEEN SOLD in 

Asia for many years, but have only re- 

cently become widely available. By con- 
trast, a quarter of American households 
currently own mutual funds (as they are 
called in the US). Fund-management com- 
panies hopes the Asian market will become 
as large. An investment fund (unit trust in 
British parlance) enables individual inves- 
tors to diversify their risks and to achieve 
economies of scale. Take the question of 
risk, first. 

After a pool of cash has been collected 
from individual investors, the money is 
placed in lots of different instruments, the 
selection of which depends on the objec- 
tive of the fund. If the vehicle has been set 
up to invest in, say, 
Hongkong equities, it 
will buy a range of 
stocks. Most properly 
authorised funds can- 
not invest more than 
10% of their money in 
any one stock and can- 
not own more than 
10% of any one com- 
pany. 

This means that if a 
listed company in 
which the fund is in- 
vested goes bust, the 
investor does not lose 
all his capital. But it 
also means that if a 
stock far outperforms 
the rest of the market, 
the fund cannot rise as 
fast as that particular 
share. Lower risk usu- 
ally means lower returns — though in to- 
day’s topsy-turvy world of investing, funds 
that have invested in low-risk bonds have 
outperformed most higher-risk equity 
funds over the past three years. 

Now, consider the matter of costs. Each 
time an investor buys or sells some shares, 
he has to pay a commission to a stock- 
broker and in some countries must also 
pay stamp duty. Investment funds do not 
come free of charge, by any means, but 
costs are spread over many investors. This 
usually makes it cheaper to buy into a fund 
than to invest in shares and bonds directly, 
especially for those seeking overseas 
assets 


Among the many forms of investment 
fund, open-end and closed-end funds are 
the most common. Open-end funds allow 
investors to buy and sell units directly from 
the manager at any time, and therefore 
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have a fluctuating pool of assets. When in- 
vestors sell their holdings, they receive the 
net asset value of the units they own. If the 
total market value of the fund's invest- 
ments is US$10 million and there are 1 mil- 
lion units, the net asset value is US$10 a 
unit. An open-end fund has an indefinite 
life 


Closed-end funds collect a fixed pool of 
assets; after that, investors can only sell 
their holdings if they find other buyers. 
Depending on supply and demand, the 
fund will be trading at a discount or pre- 
mium to its net asset value. Closed-end 
funds have a fixed life, usually of 20 years. 
They tend to be less liquid than open-end 
funds and are most popular as vehicles for 
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investing in emerging markets. Almost all 
the funds in our survey are open-end ones. 

This is not the only distinction that is 
made between funds. Investments in- 
tended to help accumulate capital are usu- 
ally directed at equities or, less often, com- 
modities or derivatives (such as traded op- 
tions and warrants). Alternatively, the aim 
may be to yield a stream of income. Ap- 
propriate vehicles mainly consist of cur- 
rency and money-market funds or bond 
funds. 

The third variation comprises balanced 
funds which invest in different kinds of 
assets such as cash, bonds and equities. In 
this case, the fund manager shifts between 
assets on behalf of the investor. And then 
there is a fourth type called an umbrella 
fund, whereby the investor can switch be- 
tween funds at a reduced cost. 

This leads to an all-important distinc- 
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tion between funds, namely the level of 
risk. Investors need to work out what level 
of risk they are prepared to tolerate and to 
choose their funds accordingly. Generally, 
money-market funds and currency funds 
offer the lowest risk and derivative funds 
the highest. Equity funds and bond funds 
are somewhere in between, with the 
former on the high side and the latter on 
the low side. | 

There are many equity funds to choose 
from and they vary greatly in the amount 
of risk the manager is prepared to apply to 
the portfolio. Prospectuses may not declare 
the amount of risk inherent in a fund, so it 
may be necessary to seek advice from a 
reputable fund manager or broker. 

Although in theory there is nothing to 
stop most Asians investing in funds regis- 
tered in the US (or Japan and Britain, two 
other large fund-management centres), few 
people appear to want the inconvenience. 
In addition, Asians may have to pay taxes 
on these funds, which also may be denomi- 
nated in inappropriate currencies. 

To serve the market for international 
investors and reduce the taxes charged 
against funds, there exists a market of "off- 
shore" funds registered in low-tax centres 
such as Luxembourg, Hongkong and Ber- 
muda. The funds usually have representa- 
tive offices throughout the world which 
offer investors the chance to buy and sell 
units conveniently. There are at least 2,500 
of these funds officially registered in one 
offshore centre or another and the REVIEW 
has selected enough categories of fund to 
be able to track nearly 1,000 of them. 

Most funds are managed by a company 
that is separate from the trustee (or custo- 
dian, in some cases) of the fund. It is the 
trustee that makes sure that the money is 
managed according to the terms of the 
trust deed. If the management company 
goes under, the share certificates remain in 
the hands of the trustee, usually a bank, 
and the investor's capital is protected. In 
addition, trusts’ accounts must be checked 
regularly by independent auditors. 

The rules governing custodians and 
trustees vary from one centre to another, 
so it is important to ensure that the centre 
itself is well regulated, as it is in Hongkong 
and Luxembourg. 

In the Asian time zones, Tokyo, Sydney 
and Hongkong have the largest fund-man- 
agement centres. But lightly taxed Hong- 
kong is the only one offering funds for in- 
ternational, as well as domestic, investors. 

Hongkong's Securities and Futures 
Commission authorises the more than 850 
funds available in the territory. Last year, 
the commission issued a Unit Trust Code 
which contains the rules applied to the 
fund-management company, the trustee 
(or custodian), the operations of the fund 
and its investment objective. The commis- 
sion also supervises a fund's financial re- 


porting. 
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Many Asian investors buy offshore | 
funds because of a limited choice of locally 


registered ones. In many countries, such as 
Malaysia and Indonesia, only the govern- 
ment can offer funds to local people. Offi- 
cially, there is nothing to stop Asian inves- 
tors from buying offshore funds, as long as 


their home country does not operate ex- | 


change controls. The difficulties are mainly 
in the controls placed on the supply side of 


the equation. With the exception of Japan | 


and Hongkong, Asian governments do not 
like capital flowing out of the country. 

This means that the managers and dis- 
tributors of investment funds have prob- 
lems marketing their services in places 
such as Thailand and Singapore. It is hard 
for them to advertise in local newspapers, 
for example. For investors without a finan- 
cial adviser, the best route is to contact the 
fund-management company directly or the 
Hongkong Unit Trust Association, which 
will help put them in touch with the rele- 
vant firm. The telephone number of the 
association is (852) 537 9912 and the fax 
number is (852) 877 8827. 

Several international banks, such as 


Citibank in Hongkong, may also be able to | 


help. Alternatively, some reputable brokers 


specialise in selling investment funds. | 


Matheson PFC, a member of the Jardine 
Matheson Group, is one such broker in 
Hongkong. Its telephone number is (852) 
890 8448, while the fax number is (852) 890 
2524. 

Since Asia's mutual fund industry is 
underdeveloped, it is more opaque and 
less competitive than in, say, the US. Infor- 
mation is often hard to come by, partly 
because many governments want to keep 
it that way. 

And being less competitive means that 
costs are higher. Most offshore funds make 
an initial charge of 5% to the buyer and 
then charge an annual management fee of 
0.5-2.5%. Many funds present their initial 
charge in the form of a spread between the 





bid price and the offer price. This intro- | 
duces an element of opacity into the calcu- | 


lation — and some fund-management 
firms alter the spread arbitrarily. 
Whatever the fund and however repu- 


table the manager, investors should read | 


the prospectuses carefully. There may be 
additional costs that are not included in 
the annual management fee (such as trus- 
tee charges and custodian costs), and some 
companies levy a performance fee if the 
fund exceeds a certain target — even 
though they do not pay money back if it 
underperforms. 

But the most important point is that 


past performance is not necessarily indica- | 


tive of what will happen in the future. The 
fund manager at the top of the league 
tables is unlikely to stay there indefinitely. 
By the same token, the one at the bottom 
will be trying that much harder to claw his 
way to the top. * 
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N THE FIRST of our quarterly reports on 
investment-fund performance, we pub- 
lish seven pages of tables containing in- 
formation on 23 different categories of 
funds. Of these, 19 are pure equity plavs, 
with 13 covering equities in Asian time 
zones. This bias is designed to reflect the 
likely preferences of the Asian-based inves- 
tor. Only one bond category is presented; 
its funds invest in fixed-income securities 
anywhere in the world. All returns are cal- 
culated in US dollars and almost all of the 
funds are open-ended. 

The first two categories in the 
tables that contain equity funds 
that invest anywhere in the "Far 
East" (East Asia and Australasia). 
One includes funds that invest in 





Further afield, we have selected 
three categories of funds for 
North America and two for Eu- 
rope (in the latter case, funds that 
invest in the whole of Europe and 
those that buy and sell only Brit- 
ish equities). 

Some 982 offshore funds fall 
into these categories. Funds reg- 
istered in countries such as the 
US and Britain are excluded be- 
cause they are subject to levies 
such as a dividend withholding 
tax. The tables show the total per- 
centage return — that is, the capi- 
tal gain plus the dividend or in- 
terest reinvested — achieved by 
the funds over the past three 
months, 12 months, three years 
and five years. Funds marked 
with an asterisk denote those reg- 
istered with the Hongkong Unit 
Trust Association. 

The funds are then ranked ac- 
cording to their performance over 
the past year. Equity categories 
rank the top 15 (or fewer) funds. 
The total number of funds in the 
category, and their average per- 
formance, is given near the bot- 
tom of the table. The performance 
of the relevant stock index is also 
shown, for comparison. 

The return is based on changes in the 
price of a unit on an offer-to-offer basis. 
This is the price at which the fund man- 
ager was prepared to sell units, say, a year 
ago compared with the sale price on 7 Sep- 
tember, the date on which the figures were 
computed. 

In order to indicate the risk involved in 
holding individual funds, the REVIEW has 
added a final column to the tables to show 
their volatility against the average perform- 





What the fund tables Say 


ance of funds in their category. The volatil- 
ity is represented by the numbers one to 
four: the higher the number, the higher the 
risk. (The figures are based on the standard 
deviation of each fund over a three-year 
period.) 

As a further indication of risk and 
reward, we have charted the average 
volatility of funds in each category against 
their average return. Normally, it would 
be expected that the higher the risk, the 
higher the reward. In fact, the best-per- 
forming category over the past three years 





— Hongkong equities — comes near the 
middle of the risk rankings. And the 
second-best performing category — in- 
ternational bonds — is one of the least 
risky. 

All the statistics were provided by 
Millisis Financial Systems, the sole agent 
in Hongkong for Micropal, which tracks 
the performance of 16,000 funds on a daily 
basis. Millisis can be contacted by tele- 
phone on (852) 882 1701 or by fax on (852) 
882 1727. = 
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Because we bring results. 


Because around the world the Fidelity name 
means investment success. Together, companies 
within the Fidelity organization manage assets 
totalling US$180 billion. 

In the United States, our sister company FMR 
Corporation, manages more than 150 different 
mutual funds, including the largest fund in the 
world — with over US320 billion in assets. 


Fidelity Investments is also one of the most 
successful invesment management companies in Asia. 
We have been established in the Region since 1969, and 
in total we manage over US$3.5 billion in Asian assets. 


In Europe, Fidelity has grown to become one 
of the largest fund managers over the past decade. 
Today we manage over US$4.5 billion, including 
Europe's largest stock fund with US$1 billion in assets. 


This ability to consistently achieve a prominent 
position through first-rate investment performance 
in all major markets is the result of Fidelity's 
aggressive research strategy. 





Around the world, our team of more than 200 


fund managers and analysts embraces the "bottom ^ | 


up" research approach. This means a company's 
stock will be included in our funds only after a 
thorough investigation of the company is carried out. 


Unlike many investment groups that depend on. 


"bought in” research, our team assesses markets 
and companies first-hand. No investment decision: 
is based solely on long-distance assumptions. In 
fact, last vear alone Fidelity professionals made over 
20,000 company contacts and visits worldwide. 
With bottom-up research, our professionals are 
often the first to identify profitable opportunities — 
giving our investors a real performance edge. 


Today, three million people and thousands of 
institutions invest with Fidelity. This makes us the 
largest independent investment company in the 
world. Fidelity investors know they can count on 
our commitment and ability to bring results, 

For a free copy of the Fidelity Guide to Mutual 
Funds, call your financial advisor or Fidelity on 
848 1000, or fax 845 2608. 


Call Fidelity on 848 1000 or Fax 845 2608 
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Kai Tak airport. It takes off on schedule. 

Worldwide Expedited Package 


Service from UPS ensures the 


packages it carries will arrive in the 





As conventional shipments are being consolidated 
on the ground, your UPS shipments are 
already in the air. 


USA or Europe, faster than with 
conventional air freight. 

Our scheduled flights mean 
scheduled deliveries. So shipments 
also arrive more predictably. And 
because we are UPS, they even arrive 
more economically. 

So, call UPS and leave the 


conventional behind. 
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United Parcel Service 


As sure as taking it there yourself 
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If you don't read 
The Asian Wall Street Journal, 


your replacement will. 


To ensure your career thrives, analyzing their effects and impact on 










you need a constant competitive Asia. Giving you fresh facts that can 


edge. And that's The Asian Wall make the difference between 


Street Journal. Every business success. And failure. 


day, The Asian Wall Street Not surprisingly, The 


Journal provides you with Asian Wall Street Journal is 


insight and information on a read by over 160,000 of the 


wide range of subjects. So your region's foremost business 
conversation will become fresh, and political minds. Of these 
informed and memorable to 72% are Asian. They've all 
superiors. While others will reached the top by staying 


appear relatively uninformed. ahead of their competition. 


The Asian Wall Street So can you. 
Journal provides you with Get the benefit of our 
analysis and coverage of special rates and subscribe 


significant commercial, now. And use the advantage 


economic and political developments of refreshingly informed conversation to start 
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Cipla director R. K. Bammi, right, and the Bangalore plant’s technical manager R. Rajendran. 


India’s drug challenge 


INDUSTRY 


An Indian firm is about to drastically undercut the cost of US-produced 
Aids drug AZT. But its coup may reignite a US-Indian dispute over 
copyright protection of permenon products. 


By Hamish McDonald in Bangalore + 








— — — 





ndian drug maker Cipla is about ‘to 


spring a nasty surprise on US phar- 


maceuticals firm Burroughs Well- 

come, maker of the Aids-treatment 
drug AZT. Cipla, based in the southern city 
of Bangalore, has perfected production of 
AZT and plans to launch its version on the 
Indian market in early November — at a 
quarter of the price of Burroughs Well- 
come’s imports. 

Cipla’s coup will not only undercut the 
US producer in a potentially huge market 
for Aids treatments, but also may give an- 
other twist to a US-Indian dispute over 
patent protection of pharmaceutical prod- 
ucts. 

Cipla has neither sought nor gained any 
clearance from Burroughs Wellcome to 
produce AZT and will be paying no royalty 
to it. Because Cipla produced the drug un- 
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der a different process to that used by the 
US firm, its actions are entirely legal under 


.Indian law, which copyrights processes 


rather than products. A government 
chemical laboratory even helped Cipla find 
out how to make AZT. 

Burroughs Wellcome is the US subsidi- 
ary of the London-based Wellcome Foun- 
dation. If it is sufficiently outraged to com- 
plain to Washington, another painful chap- 
ter could be opened in US-Indian economic 
relations. New Delhi's lack of protection 
for drug and biotech farm products has 
become the single biggest irritant to its for- 
eign trade partners, now that other ele- 
ments of its old industrial-protection re- 
gime are being reformed. 

The Wellcome Foundation admits that 
AZT is not covered by patents in India. "The 
protection is so little that it's hardly worth 
applving for," says London spokeswoman 
Louisa Kelly. But she says the company 
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would seek enforcement of its trademark 
rights without exceptions. Kelly says Well- 
come factors in the possibility of competi- 
tion from generic brands before deciding 
to enter an unprotected market like India’s. 

Roger Brooks of the US Pharmaceutical 
Association says Wellcome “in essence is 
saying that the [duplicate] product will not 
be of the same quality. They must be bank- 
ing on selling a higher quality and more 
effective product and hoping that doctors 
will prescribe it." 

AZT was developed as an anti-cancer 
drug by the US National Cancer Institute 
in Betheseda, Maryland, and licensed to 
Burroughs Wellcome. Clinical tests found 
it to be effective in delaying the onset of 
Aids in people who have contracted the 
HIV virus and in improving their quality of 
life — though some patients suffer un- 
pleasant side-effects. The cost of develop- 
ing the drug is assumed to be high, though 
the US firm has kept it a closely guarded 
secret. 

The drug, which is marketed under the 
name Retrovir, is expensive. In the US, a 
capsule containing 100 milligrams costs 
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about US$2.75, and large doses are re- 
quired. The cost of AZT treatment can 
amount to US$10,000 a year, throwing a 
huge burden on health-insurance schemes 
in the US. 

"Our price will be one fourth of what 
Burroughs Wellcome will charge in India," 
says Cipla director R. K. Bammi. The In- 
dian firm plans to charge Rs 15 (58 US 
cents) for a capsule of 100 milligrams. 
Bammi's information is that Burroughs 
Wellcome will be charging about Rs 55 a 
capsule for its imported product. D. K. 
Bose, managing director of Burroughs 
Wellcome India, declined to comment “be- 
cause our company does not make AZT in 
India." 

AZT may end up as a drug available 
only to India's comparatively rich. Even at 
Cipla's price, extended AZT treatment 
would cost about Rs 4,500, the equivalent 
of a month's income for a professional 
worker. 

Indian health authorities are still debat- 
ing whether to introduce AZT into regular 
treatment for HIV patients. 
"This is partly because of its 
high cost, and partly because 
we are yet to be convinced of 
its efficacy," says P. R. Das 
Gupta, project director at the 
Health Ministry's National 
Aids Programme. 

The World Health Organisa- 
tion and the Indian Health Min- 
istry accept estimates that there 
are already 1 million people in 
India who are HIV positive, and 
that the epidemic is following 
the African pattern of infection 
through heterosexual contact. 

The potential cost of whole- 
sale treatment is prohibitive for 
a country that has to battle not 
just other serious diseases like 
malaria, kala azar and leprosy but also im- 
prove basic sanitary protection against res- 
piratory infections and illnesses such as 
gastro-enteritis. 

For Cipla, the challenge in launching 
AZT lay in devising a new method of 
processing a known product. Under the 
1970 Indian Patent Act, no protection is af- 
forded to original producers of health 
drugs and foodstuffs if substitute products 
are manufactured through different proc- 
esses. 

The Indian firm had no trouble tracking 
the development of AZT, the contraction for 
the key molecule (azidothymadine) in the 
drug. The US pioneers published details of 
the molecular structure of AZT and the 
method used to synthesise it. "If you give 
the chemist a final molecule, he knows 
how to get there," says Bammi. 

In theory, the discoverer of a drug can 
take out Indian patents on all conceivable 
processes. Some have attempted to do this, 
though not Burroughs Wellcome in this 
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instance. ^Your smartness is how to over- 
come that," Bammi says. "That is the game 
you have to play." 

Three years ago, Cipla commissioned 
A. V. Rama Rao, a professor at the Indian 
Institute of Chemical Technology in 
Hyderabad, to find a new process for mak- 
ing AZT. This institute is a government 
body under New Delhi's Council for Sci- 
entific and Industrial Research, which re- 
cently adopted a policy requiring its insti- 
tutes to find at least 35% of their funding 
from commercially sponsored work. A 
year ago, Rama Rao came up with à new 
AZT process, which Cipla has been adapt- 
ing for commercial production. 

Cipla's process starts with a chemical 
imported from Germany called beta- 
thymidine, which is the basis of several 
drugs. In five or six stages of synthesis, the 
process attaches a cluster of nitrogen at- 
oms called azide (the "A" in AZT) to the 
beta-thymidine molecule to make AZT. This 
development allows Cipla to avoid repli- 
cating the Burroughs Wellcome process. 





Health workers learn Aids testing: expensive choices. 


Cipla says its export prospects for AZT 
are limited. "We can't export to countries 
which have a patent on AZT," says Bammi. 
Cipla's brochure listing its drug products 
carries the rider: "Items covered by valid 
patents in any country are not offered or 
supplied to those countries. The patent po- 
sition in the concerned country should be 
verified by the customer." 

This leaves Cipla with a few Latin 
American, African and former Soviet-bloc 
countries as legal markets. However, with 
such a costly drug as AZT there is an ob- 
vious incentive for blackmarkets to de- 
velop. 

The marketing of AZT is likely to make 
Cipla the focus of another US-Indian ex- 
change on intellectual property rights. Ear- 
lier this year, the US Government with- 
drew developing country preferences on 
imports of Indian drugs and chemicals, ef- 
fectively slapping an extra US$3 million in 
customs duty on about US$60 million 
worth of imports. 
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With other developing countries, such 


as China and Thailand, recently tightening - 


patent protection, India is becoming in- 


creasingly isolated on the issue. Its stance — 


means it cannot yet sign the compromise 
draft for a new global trade system pre- 
pared by Gatt secretary-general Arthur 
Dunkel. This draft is a Dunkel initiative to 
try to bring the Uruguay Round of nego- 
tiations to a decision. 

Cipla is no stranger to the US adminis- 
tration, nor is it a fly-by-night outfit. Bam- 
mi says his company carries a certificate of 
"good management practices" from the US 
Federal Drug Administration, which sends 
inspectors to its plants every two years. The 
agency keeps master-files on 13 products 
exported by the company, though none of 
these is covered by US patents. 

Cipla was founded in 1935, is listed on 
the Indian stockmarkets, and is the fourth- 
largest Indian drug firm. It had sales of Rs 
1.5 billion, entirely from prescription drugs, 
in the year to March 1992. About one tenth 
of sales revenue comes from exports. 
Bammi, like many leaders 
* of the Indian pharmaceutical 
industry, gained his doctorate 
from an American university 
He is a staunch defender of the 
Indian patent law. "Because of 


Bammi says. 

"Although the product pat- 
ent does protect so-called intel- 
lectual property, they also give 
you a monopoly on the item," 
he adds. "Pakistan has a patent 
law similar to the Western 
model and its prices are much 
higher." 

The patent law was enacted 
at the start of the 1970s, when 


this policy, drug prices in India — 
are the cheapest in the world,” — 


ne " 


the late prime minister Indira - 


Gandhi embarked on à course of economic 
nationalism that prompted many foreign 
companies to quit India. Since late last year, 
however, the government of Prime Minis- 
ter P. V. Narasimha Rao has indicated that 
it is seeking to bring the law closer to the 
product-patent model. 

Indian pharmaceutical manufacturers 
are also divided. The Indian Drug Manu- 
facturers Association lobbies strongly for 
the retention of the existing patent regime. 
But several local firms have joined with 
local subsidiaries of multinationals in the 
Organisation of Pharmaceutical Producers 
of India, which pushes for adoption of 
product patents. 

Parvinder Singh, the managing director 
of local member Ranbaxy Laboratories, 
said in a recent newspaper interview that 


India did not have much choice: “The fact ` 


is that almost every country has fallen in 
line with the universal patent law. If India 
does not accept this, we will not be able to 
export to these countries." E 
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Mark Clifford in Hongkong 


| ongkong-based Varitronix Inter- 
national has found success in be- 
- M. ing different. The small maker of 
iquid crystal displays (LCDs) is thriving in 
| field dominated by some of the world's 
_ biggest companies. And at a time when its 
larger rivals are splurging cash to produce 
-= full-colour displays, Varitronix is content 
— to find niche applications for its mono- 
chrome technology. 
o: The company's Hongkong factory is 
located in a nondescript industrial section 
of Kowloon. Scattered on four floors in an 
.. old building, the plant looks more like a 
= 19th century artisan's shop than the home 
of a technology-intensive company. There 
are no automated production lines, and 
workers have to trundle small batches of 
* LCDs through the building. 
~~~ Nonetheless, Varitronix’s LCDs can be 
-- found in Ferrari dashboards, cellular tele- 
-- phones manufactured by Ericsson of Swe- 
= den and highway toll gates made by 
-. Alcatel of France. The company either sells 
_ the displays separately or packages them 
_ with peripherals to make more sophisti- 
-. cated modules. 
«C The company's only end-user product 
_ isa handheld betting terminal leased to 
bettors by the Royal Hongkong Jockey 
- Club. The bilingual terminals, which are 
hooked up to bettors' bank accounts by 
telephone lines, allow bets to be placed 
right up to the starting times of races. In 
the past three years, the Jockey Club has 
purchased 30,000 terminals. 
. Speciality jobs ranging from LCDs for 
games to ones used in the cockpits of air- 
liners account for between two thirds and 
three quarters of Varitronix’s business. The 
balance is made up of larger runs of stand- 
d products. Big jobs, which are mostly 
oduced at a plant in China's Guangdong 
"help. to balance the swings in 




















na director. Nore Liao says 
onix has E Py ii in the 


he. ity. Although Varitronix competes. with 
i only monochome LCDs, company execu- 
d - tives say its growth is limited only by its 
$. ins to design and make displays. This is 


that [mia were comer applications,’ 





Kong LCD maker exploits proven technology 


he says, "but I had never seen them." 

In the mid-1970s, when Liao was teach- 
ing at the Chinese University in Hongkong, 
he was approached by C. C. Cheng, a fel- 
low professor, about the possibility of set- 
ting up an LCD company. On the strength 
of Cheng's business zeal and Liao's techni- 
cal expertise, the men eventually set up 
Varitronix in 1978. Cheng is now 
Varitronix's chairman. 

. Although Liao managed a small LCD- 
research facility at the university's labora- 
tory, he admits that he knew nothing about 
business management in Varitronix's early 
days. Digital watches, however, were sell- 
ing as fast as makers worldwide could buy 
displays, and Hongkong was the centre of 
the market. Liao says he figured that 
Varitronix could survive if half of the com- 
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pany's devices worked. He was right, 
though companies now would have a dif- 
ficult time operating with a failure rate of 
more than 5%. 

From its beginnings as a supplier of 
LCDs to Hongkong w watch makers, 
Varitronix has been profitable. In the first 
half of 1992, the company's after-tax earn- 
ings rose 37% from a year earlier to HK$53 
million (US$6.8 million). Revenue in- 
creased 20% to HK$152 million. 

The key to Varitronix's success is the 
company's ability to combine technical 


know-how with a ruthless focus on de- 


mand and an extreme amount of flexibil- 
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commodity products such as watches. 

“By [the early 1980s], we saw we 
weren't going to go anywhere" in the mass 
market, Liao says, "because the Japanese 
were coming in with strong automation." 
To compete, Varitronix changed its focus 
to custom-designed LCDs. | 

In 1982, Varitronix became the first 
company to sell LCDs that could withstand 
violent temperature fluctuations for use in 
specialty industrial applications. Since 
then, company engineers have worked - 
with customers in an effort to design its - 
displays for use in an increasing number 
of products. 

Varitronix is also the world's largest 
manufacturer of LCD screens for handheld 
games, according to Liao. The company's 
ability to produce batches as small as 100 
units has helped the company survive in 
the high-risk game business. But if a game 
is a hit, the company can easily swing into 
high-volume production. 

Securities analysts have tried to pro- 
mote Varitronix as a hi-tech company. This 
is not incorrect, but the company is far 
from being on the leading edge of LCD tech- 
nology. While companies such as Sharp 


and Toshiba of Japan and Samsung of 


South Korea spend heavily on research and 
development, Varitronix seeks profitable 
applications for commercially proven tech- 
nology. 

Industry executives point out that 
Varitronix has found success because it has 
not ventured beyond its narrow niche in 
the LCD market, which is expected to be 
among the fastest-growing segments of the 
electronics industry in this decade. Annual 
worldwide display sales are expected to 
top US$10 billion by the end of the decade. 

Betting that its heady growth will con- 
tinue, Varitronix has built a US$10.3 mil- - 
lion factory in Penang, Malaysia, in a joint 
venture in which it has a 60% stake (the. 
rest is held by local businessmen). Full pro- | 
duction at the plant is expected to begin | 
before year-end. Varitronix executives say 
the facility should account for 50% of the 
company's capacity in 1993. 

Varitronix hopes to commercialise a 
new type of LCD technology, known as 
ferro-electric display, which it has licensed 
from GEC-Marconi of Britain. This type of. | 
LCD retains its display even when power is 
turned off. One obvious application would 
be to display easily changeable prices on 
supermarket shelves. 

Varitronix executives say that by trying 
to be the first on the market with such tech- . 
nology, the company is doing what it does 
best. Varitronix's shareholders are count- : 
ing on it. In the 12-month period ended on: 
21 September, the company's share price 
















rose 37%. But the Stock Exchange of Hong- 


kong's Hang Seng Index jumped a bigger 
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Hands bite back 


Taipei bourse reels after investor's arrest 





By Julian Baum in Taipei 
S ome brokers have compared the lat- 








est twist in the most recent Taiwan 

Stock Exchange scandal to an earth- 
quake. Defaults on more than NT$7 billion 
(US$280 million) of payments by a few 
major investors on 16-17 September 
showed that the exchange’s so-called “big 
hands” are a force that can easily destabi- 
lise Asia’s second-largest stockmarket. The 
defaults sent the exchange into a two-day 
free-fall, driving down the market index 
275 points to a 20-month low. 

The stockmarket has begun to recover, 
but brokers have been sobered by the ex- 
perience. The defaults forced the Securities 
and Exchange Commission to close 10 bro- 
kerages for failing to settle share transac- 
tions. They also led to the detention by 
police of Lei Po-lung, who admitted that 
he defaulted on NT$1.9 billion of share 
purchases. 

Lei is under investigation for violating 
securities laws by using dummy accounts 
and surrogate investors to manipulate 
shares and to evade taxes. Agents of the 
Justice Ministry’s Investigation Bureau 
have confiscated documents from Lei's of- 
fice that are believed to disclose the identi- 
ties of others involved in the default ac- 
tions. 

But the centre of the financial storm 
appears to be Oung Da-ming, the 42-year- 
old patriarch of the Oung family and the 
eldest of five siblings who control the 
Hualon group. Most market observers 
point to the near-coincidence of the share 
rout with the arrest of Oung several days 
earlier for failing to testify in court pro- 
ceedings. In addition, Lei has indicated that 
the shares on which he defaulted had been 
acquired on behalf of associates at the Hua- 
lon group whose cheques did not clear. 

Oung denies triggering the share-pay- 
ment defaults, saying his ability to shake 
the markets is not that great. But he cer- 
tainly has plenty to be unhappy about. 

The Hualon chief is currently in jail, 
having been detained on 10 September for 
failing to appear at a trial in which he faces 
charges connected with a US$22 million 
stock trading scandal. 

The trial was preceded by an 18-month 
investigation which culminated in Oung, 
his personal secretary and his younger 
brother Oung You-ming being indicted for 
fraud, document forgery and breach of 
trust. Oung You-ming, having slipped bail, 
is now looking after the Hualon group’s 
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investments from Malaysia. 

Oung's detention followed his repeated 
failure to obey subpoenas requiring him to 
testify in the case. A judge has refused to 
grant him bail to enable him to obtain 
treatment for gout and unstable blood 
pressure. The trial is due to reconvene on 1 
October. 

The financial arrangements by which 
players such as Oung and Lei operate in 
the stockmarket are murky. But their 
financial clout is considerable. Brokers say 
Oung and his friends have at times ac- 
counted for 25% or more of daily volume 
on the stock exchange, which has been 
NT$16-28 billion in recent months. Govern- 
ment officials are trying to find where the 
funds come from. 

"It's very difficult to solve the problem 
of big hands using surro- 
gate accounts," says Sunny 
Chen of W. I. Carr (Tai- 
wan). “The underground 
system of illegal financing 
has been so effective and so 
persistent that it has helped 
the market move up." She 
says this system has made 
it difficult for the govern- 
ment to take corrective ac- 
tions in reforming the stock 
exchange's settlements sys- 
tem and in curbing illegal 
margin lending. 

The sources of Oung's 
financial strength are 
Hualon-Teirjan Corp., the 
flagship of the Hualon 
group and one of the larg- 
est chemical-fibre manufac- 
turers in Taiwan, and Kuo 
Hua Life Insurance, the is- 
land's third-largest insur- 
ance company. Other main group compa- 
nies are Chia Hsian Livestock, Hualon Mi- 
croelectronics and Taiwan Agriculture & 
Forestry. 

In the first half of this year, Hualon- 
Teirjan's net income fell 38?5 from a year 
earlier to NT$1.23 billion. Revenue de- 
clined 2% to NT$9.6 billion. 

The Hualon group is heavily indebted 
with an estimated NT$10 billion in domes- 
tic and international projects under way 
this year. The largest project is a NT$7 bil- 
lion expansion of the company's polyester- 
filament production in Taiwan. 

Because of suspicions about the Hualon 
group's manipulation of stock, dubious 
land transactions and internal capital flows 
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Oung Da-ming: denial. 
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believed to be the largest for any company 

in Taiwan, the securities commission | 
denied Hualon a new rights issue earlier 
this year. Although there is no proof, some 
analysts believe the group has used rights - 
issues and intra-company land swaps to 
raise cash to finance its stockmarket plays. 

The Hualon group's biggest legal nui- m 
sance has been a secret share transaction in 
December 1990. A shareholder with con- | 
nections to the opposition Democratic Pro- 
gressive party filed a lawsuit in 1991 charg- j 
ing Hualon executives with breach of trust | 
in the transfer of 5 million shares of the — 
unlisted Kuo Hua. The transfer benefited 
the daughter of former communications . 
minister Clement Chang and a colleague. 

Even though Chang was forced to re- 1 
sign last year, he has not been implicated _ 
in the stock purchase. Kuo Hua shares — 
were transferred for a nominal value of 
NT$600 million, but they are worth many 
times that amount at market prices. 

Generous with his money, especially 
among ruling Kuomintang (KMT) politi- 
cians and charities, Oung has many promi- 
nent friends. Within a few days of his ar- 
rest in early September, visitors to his jail - 
cell included several KMT 
politicians, a former Taipei 
police chief and Huang 
Hsin-chieh, the former 
chairman of the Democratic 
Progressive Party. 

Oung's influence ap- 
pears to be growing as poli- 
ticians seek funding for 
their campaigns in the run- 
up to the 19 December par- 
liamentary elections. The 
top vote-getter in August 
KMT primaries, former elec- 
tion-strategist John Kuan, is 
believed to be a major ben- 
eficiary of Oung's contribu- 
tions. Five more KMT candi- 
dates for the legislature sit — | 
as chairmen or vice-chair- —— 
men of Hualon group sub- 
sidiaries. 

A KMT official believes 
that if Oung's case could be 
cleared up in the next few weeks, any 
damage to ruling party candidates in the 
elections could be limited. He points out 
that even Premier Hau Pei-tsun, an occa- 
sional golfing partner of Oung, has not 
been happy with the apparent attempts of 
market investors to influence the court 1 
case. y 

Nonetheless, an incumbent lawmaker 
running against his party's candidates 
backed by Oung says the case is likely to 
make the tycoon even more generous with 
his political contributions. He says Oung 
will want to ensure that his political 
protection is strong enough to keep this 
sort of legal entanglement from happening 
again. = 
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onathan Friedland in | Tokyo 


hunichi Ishibashi, president of one of 
| Japan's largest home builders, stood 
J before his employees recently and 
declared: "The housing industry is lucky." 
]shibashi's firm, Daiwa House Industry, i is 
-fortunate indeed. It is expected to maintain 
_ profits at last year's level when companies 
.. ranging from auto manufacturers to adver- 
A tising agencies are staring at steep declines 
- inearnings. 
Ordinarily, flat earnings growth would 
_ hardly be something to crow about. But 
_ Daiwa House’s prospects may provide a 
_ glimmer of hope to a sputtering economy. 
. Housing construction is regarded as a 
-bellwether of the economy, and just as fall- 
« ing housing starts presaged Japan's eco- 
nomic downturn, some analysts believe an 
_ increase in building could be the first signs 
- ofa turnaround. . 
^... [n the first half of 1992, the number of 
_ overall housing starts compared with the 
.. year-earlier period declined. However, this 
|. was due largely to the slumping condo- 
.. minium sector, where plenty of units built 
. during the heyday of the “bubble 
|. economy" remain unsold. But owner- 
* Occupied and rental-unit housing starts 
-have picked up enough steam to convince 
oe analysts that the trend is clearly upwards. 
vm July, the latest month for which fig- 
: ures are available, total housing starts 
showed a 4.9% year-on-year rise, the fifth 
straight monthly increase. For the first six 
months of the year, owner-occupied units 
posted a healthy 9.4% rise against the year- 
earlier period, while rental units showed a 
4%. increase. Condominium starts fell 
3.8% during the same period. — 
There are several factors behind what 
arclays de Zoete Wedd chief economist 
im Vestal calls “the one tiny bright spot” 
panis dismal : short-term economic out- 
he first is demographic: an esti- 
ed 40040 0,000 new Households each year 
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normally account for about two thirds of 
the debt incurred in home purchases. But 
the reduction in commercial lending rates 
is having an impact on buying appetites. 

Bernard Siman, an analyst at Jardine 
Fleming Securities, calculates that most 
home buyers are paying an average inter- 
est rate of only 4.5% on a 35-year mort- 
gage. When private fixed-rate mortgages 
are reduced to 6.6% from 6.8% in October's 
semi-annual adjustment, the average cost 
of financing a home will be even less. 

The incentive of lower overall rates has 
led to a surge in applications to Japan 
Housing Loan Corp., the main government 
mortgage-financing institution. Applica- 
tions hit a low in 1990 and only picked up 


Constructive influence 


gradually in 1991. However, during the 
April-June application period, they in- 
creased 52% over the year-earlier period. 
“The realisation that rates aren't going to 
be this low forever is driving people to 
take action," suggests W. I. Carr analyst 
Lisa Oyama. 

Meanwhile, a more specific factor is 
driving growth in rental-apartment starts. 
Under the Land Productivity Law, which 
was passed in April 1991 and took effect a 
year later, "urban farmers" in Japan's big 
three urban areas of Tokyo, Osaka and 


Nagoya must declare their property ac- 


cording to use. 

If they opt to register property as "con- 
served agricultural land," they can con- 
tinue to pay minuscule taxes but are for- 


bidden from developing their property for 


30 years. Otherwise, they must register it 
as housing land. 


Many of these urban farmers are eld- - 
erly landowners who would rather pay 
modest taxes and watch the value of their - 
property rise than convert it. To induce © Sum 








evelop their land, the gov 
ment is offering a holiday from. immediate E 
tax liabilities — provided they. build low- 
cost rental units. 

Analysts say the rise in the ‘umber of 
farm conversions is partly responsible for 
the growing share of all housing starts 
taken by prefabricated units. Two of Ja- 
pan’s largest pre-fab home builders, Daiwa 
Homes and Sekisui Prefab Homes, have 
exploited their close ties to the Nokyo, the 
umbrella organisation for agricultural co- 
operatives. 

. By using the offices of the cooperative, 
these builders have sought to convince 
landowners to allow them to construct 
apartments on their behalf, as well as take 
responsibility for rentals and management 
once the units are built. 

Judging by the acceleration in rental 
unit starts since the land-use law took ef- 
fect in April 1992, it seems that many of 
those who previously held "conserved 
agricultural land" have taken the bait. "The 
inventory of rental units is now increasing 
to the point where we will have a glut on 
our hands soon,” says Chie Matsuda, an 
analyst at Barclays de Zoete Wedd. 

More recent government measures de- 
signed to boost housing starts are not likely 
to have more than a modest impact, say 
analysts. In August, the government 
pumped another X800 billion (US$6.4 bil- 
lion) into the Housing Loan Corp., relaxed 
limitations on floor space and loan ceilings, 
and lowered the mortgage rates charged 
by the corporation. 

However, because there is already a 
huge backlog of applications to the well- 
funded corporation, the moves are only "a 
political gesture," says an executive at a 
local house-building firm. 

Economists say improvement on the 
housing front does not necessarily signala 
light at the end of the tunnel for related 





businesses. For example, sellers of con- - 


sumer durables could ordinarily expect to 
benefit from an upturn in housing construc- 
tion. However, when they move into their 
new homes, many households will use the 
same big-ticket items they purchased dur- 
ing the consumption craze of the 1980s. 

. "There is not much pent-up demand for 
the kind of thing that housing usually 
stimulates," says Paul Summerville, senior ` 
economist at Jardine Fleming. Makers of 
building materials are counting on the ex- - 
pected upsurge in public-works spending 
next year to make up for the massive slow- _ 
down in private commercial and industrial | 
construction. . 

But the longer term effects of the gov- 
ernment's comprehensive economic revi- 
talisation measures announced in August - 
remain to be seen. "Housing is sensitive to 
changes. in the business cycle, because of | 


interest rates, but that doesn't mean it’s 
pointing t a more general recovery,” says 
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Advance warning 


Malaysian fund questions Innovest deal 





By £ Doug Tsuruoka in Kuala Lumpur 


loan between two companies in the 
A troubled Malaysian group Innovest 

is detrimental to the interests of mi- 
nority shareholders and should be repaid, 
according to an official of a giant govern- 
ment investment fund. The timing of this 
demand could not be worse for the listed 
Innovest: it has had to seek a month's grace 
from its banks after defaulting on pay- 
ments due on M$500 million (US$200 mil- 
lion) in loans. 

Well-placed sources also say that a 
number of deals involving Innovest's Sin- 
gapore-listed associate, Inno-Pacific Hold- 
ings, have attracted the attention of regula- 
tory authorities in the republic. Innovest 
and Inno-Pac operate the franchises for 
Kentucky Fried Chicken and Shakey's 
Pizza in Malaysia and Singapore. 

The loan controversy centres on a 
M$56.6 million cash transfer to Innovest 
from the farm products unit of subsidiary 
Kentucky Fried Chicken Holdings Malay- 
sia (KFC). The loan appeared on Innovest's 
books in December 1991. 

Mohamad Yusof Hussin, the general 
manager of corporate services for the in- 
vestment fund Permodalan Nasional Bhd 
(PNB), demanded in a letter that the loan be 
recovered. Otherwise, he wrote, the sub- 
sidiary's directors could be guilty under 
company law of "conflicts of interest" and 
of violating their fiduciary duties. 

"The Innovest group suffered substan- 
tial losses in the past," wrote the PNB offi- 
cial, and the loan would “unnecessarily” 
expose the KFC group to a “large financial 
risk." If the money was not recovered, said 
Mohamad Yusof, an official complaint 
might be lodged with the authorities. 

The letter, dated 10 July, was addressed 
to KFC executive chairman Datuk Mokh- 
zani Abdul Rahim. Mokhzani is also the 
executive chairman of Innovest and Inno- 
Pac, which together own a controlling 42% 
in KFC. PNB owns nearly 26% of the fran- 
chise operation. 

Mokhzani and KFC managing director 
Cheam Tat Pang say that the investment 
fund's objection to the loan was aired at a 
KFC board meeting in late July. They say 
that the loan transaction was legally ex- 
ecuted but that Innovest has been in- 
structed to take steps to repay it. Cheam 
downplays the significance of the PNB let- 
ter: “We take it as a concerned substantial 
shareholder expressing concern about the 
nature of the transaction.” 





RA 


But the disclosure of 
the letter comes at a 
time when Inno-Pac is. 
under scrutiny by the 
Stock Exchange of Sin- 
gapore. Information re- 
garding three deals has 
been relayed to the au- 
thorities with relevant 
supporting documents. 

The first case in- 
volves a small parcel 
of land in Bangkok 
that Inno-Pac bought 
through its Thai sub- 
sidiary for Baht 56.9 
million (US$2.3 million) 
in 1988. Its stated inten- 
tion was to open a 
Shakey's Pizza outlet. 
Sources allege that a to- 
tal of Baht 75.6 million 
— which included 
rental fees, salaries and other costs — was 
paid in five separate remittances by Inno- 
Pacific Holdings to the Thai subsidiary be- 
tween June and December 1988. 

An Inno-Pac executive later hired an 
outside consulting firm to appraise the 
value of the plot. The consultants estimated 
the land to be worth Baht 28 million, about 
half of what Inno-Pac paid. Sources allege 
that the consultant's report was deliber- 
ately destroyed to mask the large discrep- 
ancy between valuations. 

Mokhzani denies the allegations, saying 
that several evaluations were carried out 
on the site and that each produced a differ- 
ent figure. He adds that the site was resold 
a few months after purchase at a Baht 50- 
60 million profit to Inno-Pac, though he 
does not specify the sale price. 

Another mystery surrounds a US$30 
million chicken-farm venture in the Chi- 
nese port city of Tianjin. Inno-Pac agreed 
in 1988 to take a US$3 million stake in 
the venture. Other partners were Tianjin 
Interests and a company called Aquiline 
Resources Services. An Inno-Pac source 
contends that the company’s US$3 million 
payment was remitted but not recorded 
as having been received. The amount 
was later found to have been credited to 
the equity held in the farm by Aquiline 
Resources. Mokhzani says Inno-Pac is su- 
ing one of its associates to recover the 
money. 

The third case involves the purchase of 
shares by Inno-Pac in the Hongkong-listed 
Lucky Man Properties. The Singapore com- 
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Innovest gets the colonel's help. 


pany announced on 29 October 1990 that 
two of its subsidiaries, Malaysian-regis- 
tered Top Text and Hongkong-based 
Ocean Hope Investment, had acquired 
nearly 13 million ordinary shares in Lucky 
Man from three outside vendors for a total 
of HK$34.5 million (US$4.4 million). 

In a statement to the Stock Exchange 

of Hongkong, Inno-Pac 
& said that none of its in- 
^ vestors had a direct or 
indirect connection to 
the sellers of the equity. 
The sellers were named 
as two companies, Lam- 
bang Maju and Warta- 
kaya, and an individual, 
Sia Leng Yuen. 

The three sellers had 
purchased the shares 
for HK$23.7 million — 
or nearly HKS11 mil- 
lion less than the sum 
paid by Inno-Pac — 
from four parties iden- 
tified as Asian Oceanic, 
Mandarin Resources 
Corp., Capital Link and 
a private individual. 
According to sources, 
the shares were then 
"warehoused" in a 
HK$2 company called Aquiline Pacific. It 
is further alleged that Inno-Pac advanced 
money to Aquiline to help fund the 
HK$23.7 million deal. 

"This begs the question why Inno-Pa- 
cific Holdings should pay an extra HK$10.9 
million to purchase these shares [in Lucky 
Man] in October 1990, when it had already 
funded the purchase of these shares to 
Aquiline Pacific in 1989 and April 1990,” 
states a source who tracked the deals. 
Mokhzani says that Innovest directors 
were misled into taking up a stake in 
Lucky Man and they are now taking steps 
to recover their investment. 

Mokhzani denies that the Innovest 
group’s misfortunes will sour its prospects 
of a financial bail-out. Innovest is under 
pressure from a syndicate of Malaysian 
banks that has an estimated M$450-500 
million in loans outstanding to the group. 
An interim agreement announced in mid- 
September gives the company one month 
to work out a repayment schedule accept- 
able to its bankers. If the bankers are not 
satisfied, there could be an enforced sale of 
profitable assets such as KFC. 

Inno-Pac is also feeling the pressure in 
Singapore. Analysts say the company had 
more than M$199 million in total borrow- 
ings in December 1991, the end of its most 
recent financial year. Its auditors, Ernst & 
Young, were recently quoted in a Singa- 
pore newspaper as saying that the com- 
pany would still be M$31 million in debt 
even if it disposed of all its assets in a re- 
structuring scheme. n 
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Open house in India 


Investment reforms get a qualified welcome 





By Sucheta Dalal in Bombay 
ombay's New Oberoi Hotel must be 
B selling a lot of coffee and croissants, 
judging from all the foreign invest- 
ment bankers hanging out there. 

"The coffee shop is packed with the 
Who's Who among international invest- 
ment banks," says Uday Kotak, managing 
director of Kotak Mahindra Finance. 

It is easy to see why. India announced 
on 14 September that it would throw open 
its doors to direct foreign institutional in- 
vestment. Not surprisingly, that gives fee- 
hungry investment bankers every incentive 
to woo local companies and merchant 
banks. 

Until now, foreign investment in India 
was possible only through country funds 
or through global depositary receipts of 
Indian companies. Direct investment by 
foreign companies opens up a third, more 
direct avenue for tapping the Indian stock- 
market. 

So far, however, the foreign bankers 
seem more interested in promoting Indian 
global equity issues than in dealing in the 
domestic stockmarket. "Global depositary 
receipts are a more attractive option to 
some investors, says Anil Bhandari, a 





managing director of New York-based | 


Bear, Stearns & Co. "They are easier to 

trade in, more liquid and will be issued at 

least 15 to 17% below the market.” 
Moreover, investment bankers say they 


mestic market because of fallout from the 
US$1 billion Bombay stock scam. They also 
note that price-earnings ratios stand at an 
extremely high multiple of 40 for blue-chip 





companies. That is well above the earning | 


ratios of about 25 that are common in 
emerging markets, and double the average 


earnings ratio of the New York Stock Ex- | 


change. 

There is also the sticky matter of taxa- 
tion. Foreign institutions will pay a 20% 
rate on dividend and interest income and a 
10% rate on long-term capital gains (mean- 
ing investments held for at least a year). 
Those rates are far more favourable than 
the current 40% rate on capital gains. But 
officials of Marlin Ord Minnett point out 
that several emerging markets in the re- 
gion have no capital gains tax at all on for- 
eign investment. 

Whatever the case, research by Jardine 
Fleming (India) and Quantum Financial 
Services suggests that US$2 billion could 
find its way into India through direct in- 





vestment. “We estimate 
that around US$25 bil- 
lion would be invested 
in emerging markets in 
the coming year,” says 
Ajit Dayal, who runs 
Quantum Financial. In- 
dia, he says, could at- 
tract perhaps 8% of 
that. 

The Indian Gov- 
ernment has worked 
out an informal queue 
for companies that 
would tap the inter- 
national market; in- 
vestment bankers 
estimate that around 
25-30 companies have 
drawn up plans to 
issue global depositary 
receipts. Some would 
be small private place- 
ments of just US$20 million. 

One likely global equity issue, accord- 
ing to investment bankers, could come 
from Tata Iron & Steel. A US$100 million 
issue, lead-managed by Merrill Lynch and 
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Singh: scam blown out of 


Credit Suisse First Boston, was delayed 
following the stock scam. Investment bank- 
ers also think Grasim Industries may try 
again after its US$90 million offer, led by 
Merrill Lynch and Citibank, was with- 
drawn in late June. 

Meanwhile, investigation into the secu- 
rities scam continues. The finance minister, 
Manmohan Singh, said 
in mid-September that 
the scam had been 
blown out of propor- 
tion. Nonetheless, an 
all-party parliamentary 
committee that had 
been set up to investi- 
gate the scam has since 
held four investigation 
sessions with different 
banks. 

At least five differ- 
ent agencies are check- 
ing into different as- 
pects of the scam, but 
there has been no coor- 
dinated action to re- 
cover the money lost or 
even to verify the 
claims made by various 
complainants. 

"The authorities 
should appoint a set of 
persons who would get all the people 
involved in the scam together and intro- 
duce some form of plea-bargaining," sug- 
gests H. T. Parekh, a leading stockmarket 
analyst. al 
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Systematic solution 


are taking a cautious approach to the do- | 


Itoman's problems will be spirited away 





By Jonathan Friedland in Tokyo 


J apan's keiretsu system of loosely af- 





filiated corporate groupings is being 
put to good use during the country’s 
economic downturn. 

Itoman Corp., probably the single most 
famous symbol of Japan's bubble economy, 
will be merged soon with Sumikin Bussan 
Kaisha, a minor satellite in the Sumitomo 
group of companies. Sumikin is a solid and 
quiet metals-trading company that is a 
60%-owned subsidiary of Sumitomo 
Bank’s sister company, Sumitomo Metals. 
Sumikin is roughly one half the size of 
Itoman in terms of assets, but it will be the 
firm that emerges from the share swap as 
Japan’s 12th-largest general trading com- 
pany. 

“Sumitomo Bank is the absolute expert 
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in arranging its peanut shells to make the 
problem disappear,” says Alicia Ogawa, 
an analyst at S. G. Warburg Securities. 

From the public eye at least. Sumitomo 
Bank will not divulge the extent of its total 
exposure to Itoman, but analysts believe 
that the ill-fated company’s outstanding 
debt to the bank remains around ¥500 bil- 
lion (US$4 billion). Sumikin will take on 
none of those liabilities when the two com- 
panies are merged 1 April, says Sumitomo 
Metals spokesman Tetsuya Miyauchi. It 
will absorb Itoman's still profitable food 
and textiles trading businesses and most of 
its 1,300 employees. Prior to the merger, 
Itoman will post a final group loss of Y90 
billion. 

Once a sedate purveyor of imported 
textiles, the Osaka-based Itoman embarked 
on a speculative whirlwind during the 
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1992 China Focus 


China is entering a new era resulting from double-digit 
GNP growth and mushrooming coastal economic zones. 





The Far Eastern Economic Review's China Focus, 
to be published in the 12 November issue, will 
provide an analysis of these changes and the effects 
they will have on government policies and 
international trade & investment. 


To make advertising reservations, or for more 
information, contact your local Review representative or: 
Barbara Lee 
Far Eastern Economic Review (HK) 

Tel: (852) 832-8475 
Fax: (852) 834-6051 
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| gangsters, : 
t the peak of this binge i in 1990 j roman 
consolidated debts eae of Y1.3 


on against sales of ¥638 billion and net- 

ofits of ¥6.3 billion. By December of that | 
r, Itoman had become. a ward of | 

umitomo Bank, its main lender. The rea- | 


n became clear at the end of the March 


91 fiscal year. The spiralling collapse of | 
he | local real-estate and art markets forced - 
toman group companies to produce a col- 












2 lective loss of ¥60 billion. 

_ While it still faces a sea of Itoman-re- 
= lated red ink, a removal of the now notori- 
-ous company’s name from the Tokyo Stock 
Exchange and the public limelight should 
_ produce some relief for Japan's most ag- 
«. gressive and second most profitable city 
^. bank. Sumitomo has seen its image tar- 
. nished and its stock price knocked by its 
v relationship with Itoman. 

|. .; Homan's woes were one major reason 
c for the ignominious 1990 resignation of 
* bank chairman Ichiro Isoda. The follow- 
. ing year, seven men — including three 
_ top Itoman executives — were arrested 
- on breach-of-trust charges. Prosecutors 
said that their collective penchant for 
_ speculation in the face of retreating stock 
. and property prices had knocked Y300 
. billion off of the value of Itoman’s 





































S x Ttoman owed Sumitomo ¥200 billion in 
late 1990, when the bank's executives 
stepped i in to assume management control 
over the firm. Since that time, say analysts, 
Sumitomo has assumed responsibility for 
roughly Y120 billion in loans extended to 
Itoman by other lenders. It also accepted 
00 billion in outstanding Itoman com- 
ercial paper obligations. 
Sumitomo has also moved gradually to 
trol the impact of its absorption of 
yman’s liabilities by creating special-pur- 





pany’ s unmarketable properties and 
ities. These bank affiliates in turn bor- 


loans used to finance these assets cur- 
Sumitomo used the same method 
ng the 1974 Japanese property-market 
apse to keep interest accruing on loans 
m bankrupt borrowers. 

hat time it managed to sit out the de- 
onary cycle and to sell off properties at 
srofit. A former Sumitomo Bank official 
ys the intent is the same this time around, 
given the bank's lack of success to date in 
disposing of Itoman’s assets. By prevailing 
Sumikin to take over Itoman's “good” 
inesses, he points out, Sumitomo bank- 





' subsidiaries to take control over the 


iew money from their parent to keep | 


2 
. Its executives invested huge : sums | 

ve company's money in the stockmar- | 
ont funds to under-capitalised golf | — 
| developers and allegedly consorted - 


will have more time to “work out the | 





~ echnical definitions aside, most 
k Japanese believe their country is 


though minimal economie growth 


is expected this year, they complain that 
| the economy — which is falling far short . 
of high growth standards set in the 1980s 2 


— is in serious trouble. 


prices. Private consumption is slow; and 
fixed investment in the business sector is at 
a standstill. Industrial output is also in a 
slump. "When the end of the century 
comes around, we can look back on 1992 
as the worst and most miserable year of 
the past decade," says Toyoo Gyothen, 
chairman of the Bank of Tokyo. 

Most economists expect GNP growth in 
the fiscal year ending next March of only 
1.3-1.5%, a far cry from the government's 


Slowing to a crawl 





3.5% estimate. Moreover, business confi- 
dence is at a 15-year ebb, according to the 
Bank of Japan. 

Rarely a day goes by without a major 


company announcing employment cuts or. 


reductions in forms of capital expenditure. 
In July, the job-offer / job-seeker ratio fell to 
1.0431 from 1.25:1 in the first three months 
of this year. The unemployment fs 
nudged upwards to 2.2% from 2.1% | 
month earlier. 

A sharp fall in stock prices and lower 
real-estate values have left financial insti- 
tutions with diminished reserves. Finan- 
ciers have thus become unwilling to pro- 
vide the. money necessary to. fuel. strong 
economic growth. | 








ii nd icd the e enormous past 


| in the midst of a recession. Even — 


The economy this year is marked by. 
stagnant demand and plunging asset 


"The Japanese economy is. feeling the 


levels," "he says 








In August, the government moved to 


bolster demand with an old-fashioned | 
Keynesian stimulus. A ¥10.7 trillion | 
.. (US$86.1 billion) recovery package was an- 


nounced containing X6 trillion in new 
spending, measures to prop up the stock- 
market and a scheme to put postal-savings 
system money to more productive use. The 


: government said the package will add 2.4 
percentage points to GNP growth in a year, 
but its total impact is not likely to be felt 


until well into 1993. 

The government measures came after 
15 months of interest-rate reductions failed 
to revive the economy. The official dis- 
count rate has fallen by nearly half in the 
past 12 months to 3.5%, a record decline. 

Slow money-supply growth reflects the 
lack of economic recovery. The broad- 
based M2 money supply has mirrored the 
decline in bank lending and low stockmar- 
ket volumes. Inflation, at an estimated 1.5% 
annual growth rate in the past fiscal year, 
is not considered problematic. 

External demand is about the only thing 
keeping the economy growing. The trade 
surplus in August widened to US$7.5 bil- 
lion from US$5.7 billion a year earlier. It 
was the 20th consecutive monthly expan- 
sion in the trade gap on an annualised ba- 
sis. 

The widening of the trade surplus to 
US$65.9 billion in the first eight months of 
the year does not reflect an export push by 
companies. Rather, it indicates a collapse. 
in imports. Exports in August increased: 
6.995 from a month earlier to US$26.5 bil- 
lion, while imports edged down 0.4% to 
U5$19 billion. 

The slump in imports also has a major 
bearing on the balance-of-payments pic- 
ture. In July, the balance-of-payments sur- 
plus widened to US$9.7 billion from 
US$5.1 billion a year earlier. 

This explains the relative strength of the 


yen despite the weak economy. The cur- 


rency hovered at Y122-123 against the US 
dollar for most of August and early Sep- 


tember. It moved up to the ¥124 level after 


Germany's Bundesbank cut interest rates 
on 14 September. P. 

Nonetheless, Salomon Brothers econo-- 
mist Robert Feldman suggests that the yen . 
will remain strong because the Bank of Ja- 
pan is unlikely to make further interest- ` 
rate cuts and because Japanese investors © 
are shying away from purchases of foreign”. 


. assets. “This attitude makes recycling of the — 
high current surpluses difficult at current 


interest-rate differentials and exchange-rate 
w Jonathan Friedland 
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Ripples from Europe 


EC’s currency turmoil will affect Asia 





By Anthony Rowley in Hongkong and 


Review correspondents 

i Monetary System (EMS) could have 

a significant indirect impact upon 

Asia's trade with Europe, especially now 

that the Japanese yen has become em- 
broiled. 

Trade in oil and other primary com- 
modities between Southeast Asia and the 
rest of the world is denominated heavily in 
US dollars. The US currency has strength- 
ened sharply against EMS currencies, in- 
cluding the Deutschemark, since the Euro- 
crisis erupted — making Asian commodi- 
ties more expensive for Europe. 

Countries across the region fix the ex- 
change rate of their currencies through bas- 
kets that are weighted in favour of the US 
dollar. This, too, implies that their exports 
will become more expensive for European 
buyers. 

[n the short term, the impact will be sof- 
tened because most Asian traders hedge 
their currency exposure forward by sev- 
eral months, says economist C. H. Kwan at 
Nomura Research Institute in Tokyo. But 
the EMS crisis could result in long-lasting 
and profound currency shifts that cannot 
be hedged. Already the cross rate between 
the US dollar and the Japanese yen, which 
held steady during the early stages of the 
EMS crisis, has begun to shift. 

On 22 September the yen shot up to 
120.8 to the dollar, close to the record high 
of 120.25 set in January 1988, after trading 
at around 124 through most of September. 
European currencies that had already 
fallen sharply against the yen after the EMS 
crisis began, plunged even further against 
the Japanese currency. 

The impact of all this will be 
to make Japanese goods more 
expensive in Europe, which ac- 
cepted 23% of Japan's exports in 
1991, as well as in the US, which 

Coming so soon after the G-7 
finance ministers' latest meeting 
in Washington, the events sur- 
rounding the yen and the US 
dollar gave the appearance of 
concerted policy action. 

Japan's soaring trade and cur- 
rent-account surpluses are caus- 
ing trade frictions with the US 
and Europe. Allowing the yen to 1 
appreciate is one way Tokyo can 
fend off protectionism. Its ability 








he turmoil within the European 
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Trade destinations 
Asia's exports to the world 








,Japan. Nics, Asean & China 
i Source. Nomura Research Institute 


to stimulate demand and imports through 
fiscal or monetary policy is restricted by 
recession. 

The yen's rise will come as some relief 
to exporters in the Asian Nics — South Ko- 
rea, Taiwan, Hongkong and Singapore — 
whose competitiveness in Europe would 
otherwise have been eroded by the up- 
swing in the US dollar, to which they hitch 
their currencies and their fortunes. 

Asian countries prefer to denominate 
their trade mainly in dollars despite their 
growing trade dependence upon Japan, 
because they regard the yen as more vola- 
tile than the dollar. But the current crisis is 
causing great volatility in both dollar and 
yen rates, even against Europe's most im- 
portant currency, the Deutschemark. 

South Korea sent 12% of its exports to 
Europe in 1991 and 23% to the US. Four- 
fifths of its external trade is settled in US 
dollars — a proportion not untypical of 
Asian manufacturing and commodity ex- 
porters. Around 18% of Taiwan’s total two- 
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way trade is with Europe. 

Hongkong, whose currency is tied to 
the US dollar, and Singapore, which also 
uses the US currency as a principal de- 
nominator for its currency, do significant 
proportions of their total trade with Eu- 
rope. Germany is the most significant 
among Fast Asia's European trading part- 
ners, yet less than 10% of Asia’ total trade 
is denominated in Deutschemarks. 

The competitiveness of European ex- 
ports in Asia should improve as a result of 
the sharp falls in European currencies 
against the dollar and yen. But only around 
6% of total EC exports go to Asia. The 
share of Asian exports going to Europe is 
three times as big. 

In Asean, the dependence upon the US 
dollar is heavy. The US currency accounts 
for around 80% of the value of Thailand's 
currency basket and 9096 of the country's 
external trade is denominated in dollars. 

The content of the Malaysian currency 
basket, though not officially disclosed, is 
apparently biased less heavily toward the 
US dollar: the yen, the Singapore dollar, 
the Deutschemark and the British pound 
have relatively high weights. Malaysia's 
competitiveness is thus more directly af- 
fected by parity shifts. 

The US dollar has a weighting of 
around 90% in Indonesia's currency bas- 
ket, reflecting the commodity composition 
of the country's exports. But around 40% 
of Indonesia's external debt is denomi- 
nated in yen; the current surge in the Japa- 
nese currency will make debt servicing 
more costly for Jakarta. 

Shifts in exchange rates also affect the 
composition of official reserves in Asia to a 
greater extent nowadays. Although the US 
dollar continues to be the principal reserve 
currency, central banks are increasingly di- 
versifying into the Deutschemark and the 
yen. In Taiwan, the Deutschemark now ac- 
counts for around 30% of reserves and the 
yen for 10%. 

In the longer term, the European 
currency crisis is likely to affect Asia's 
thinking about the merits of trying to 
align regional exchange rates, 
with a view of moving ul- 
timately towards some form 
of monetary union in the 
region. 

Such ideas are very tenta- 
tive but they are likely to fa- 
vour alignments that reflect 
natural economic relation- 
ships. Just as the EMS may be- 
come a two-tier system with 
harder currencies clustered 
around the Deutschemark 
and weaker ones on the 
fringe, so Asia may opt for a 
system with the Nics and 
parts of Asean linked to the 
yen while others remain out- 
side. x 
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By Henny Sender in Hongkong 
T rilliance China Automotive Hold- 
| B ings isn't exactly a household name 
A on Wall Street. But as the first 
Chinese company to list its shares in New 
York, it may soon become one. "It is a fairly 
dramatic statement," notes one fund 
manager in Hongkong. "They are saying 
we can do it; we have decent companies." 
By listing in New York, the Chinese 

.. authorities are leapfrogging the current 
problems of the B share market. Although 
plagued by insufficient disclosure and 


|. questionable accounting, B shares so far 


.- have been the only way foreign investors 
- "can invest in Chinese companies. The Chi- 
¿< nese also are tapping different, deeper 
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China makes its Wall Street debut 









sources of capital. And they are offering, 
for the first time, the prospect of a liquid 
market in at least one share. 

"Ihey are doing this not so much be- 
cause they want to raise money but be- 
cause they want to promote the interna- 
tionalisation of state enterprises," says 
David Walker, managing director of CS 
First Boston in Hongkong. (First Boston 
Corp. is lead manager of the issue; Merrill 
Lynch & Co. and Salomon Brothers are the 
other underwriters.) "And they are getting 
[the issue] through the capital market 
which has the most rigorous standards in 
the world." 

The company has been carefully groom- 
ed to be the standard bearer for China's 
debut on the ultimate stage of Western 











capitalism. It has both powerful parents 
and an impressive market niche. It is 
majority-owned by a subsidiary of the 
People's Bank of China, and part-owned 
by JinBei Automotive, which in turn is 
controlled by the municipal government 
of Shenyang, the capital of Liaoning pro- 
vince. 

Brilliance China has been set up as a 
Bermuda holding company that will offer 
some measure of legal protection and tax 
benefits while conforming to US account- 
ing and disclosure standards. The 5 mil- 
lion share issue is expected to be offered in 
the week of 5 October, raising about 
US$67.7 million for Brilliance at an initial 
price of US$14-16 a share. It will then list in 
Hongkong, becoming the first mainland 
company to do so. 

JinBei has been a trailblazer for a while 
now. China's 37th-largest industrial enter- 
prise in terms of sales, it became the first 
major state-owned industrial company to 
convert to limited share ownership in 1988. 
Earlier this year, it became the first non- 
local company to list A shares (for domes- 
tic investors) in Shanghai. 
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 TlinBei and its ‘various: 
E privileged position 
extend to their operations as 
well as to their finances and 
structure. The group. enjoys 
close ties with Toyota Motor of 
Japan and has foi : 
venture with Gene 
the US to produce ig 








Shenyang / Auto 
ticular niche lies i m. | 


minibuses, which are six times i 
more expensive than the stand- 
ard model and offer a profit of 
Rmb 32,000 (US$4,800) per unit. 
That's the principal reason underwriters 
expect net income growth of over 75% a 
year in the next few years. (The company's 
net in the six months to the end of June 
was US$11 million). The deluxe vehicles 
are manufactured from kits supplied by 
Toyota. 

The company's prospectus makes for 
some sober reading. The potential draw- 
backs of investing in a Chinese company 
are considerable. In some ways, Brilliance 
Chima is peculiarly: vulnerable, precisely 
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When the former Kyowa and Saitama banks merged in 1991, our customers felt the advantage right 
away. Our 90-plus years of combined experience. A domestic network with more than 400 al I branches. 
Expertise in every field of Me And a e established intemational presence, 100 ut 
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because of its privileges. Since revenues 
and profits are virtually all in renminbi, the 
company depends on the goodwill of the 
authorities for access to foreign exchange. 
And since it imports so much from Japan, 
it can be hurt both by the renminbi's drop 
against the US dollar and the dollar's fall 
against the yen. Some analysts note that 
when China joins Gatt and is forced to 
dismantle its web of restrictions on im- 
ports, Toyota itself could easily flood the 
market. 
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ASAHI BANK 
The new name in international banking. 


THE ASAHI BANK, LTD., HEAD OFFICE: TOKYO, JAPAN 
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nist pee is 
ahead with econ 
says a veteran China 
now with a Western si 
firm. "How many sha 
viet companies do o 
x ing listed?" | 
^ The Brilliance : : 
may not face any c 
from Eastern Europ 
.while, but the inves 
. bankers are already 
-out other potential Chin 
candidates for listing in New 
York. The Chinese Financial 
Education Development Foun- 
dation, the investment arm of the People's 
Bank that has the stake in Brillian 
China, is also said to be considering o : 
listings as well, particularly in pharmaa 
ticals, telecommunications and property. 
Investment bankers say the Chinese 
side was both pragmatic and realistic. It 
was also generous. It is paying 396 in fees 
and expenses. The deal, which is ge 
ting a very favourable response from in- 
vestors, is even more popular with the 
bankers. | 
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good deal of un-Japanese-style 
blood-letting is expected among 
Japan's stock-broking industry as 
. MA. it comes to terms with Tokyo's 

bear stockmarket. Brokerages, which have 
slashed earnings forecasts for the fiscal year 
ending on 31 March, are having to take a 
“close look at their operations in an effort to 
bring costs back into line with revenues. 
= Among the Big Four brokerages — 
- | Nomura, Daiwa, Nikko and Yamaichi — 
^. |: none expects to show any profit in the first 
. |six months of the current fiscal year. 
.| Yamaichi is even forecasting a ¥18 billion 
| (US$145 million) loss. 
| " For the full year, Nomura forecasts a 

| 

| 














pre-tax profit of ¥20 billion instead of the 
| Y60 billion it hoped for earlier. The others 
= | have downgraded forecasts equally sav- 
| agely. 
v The country's 10 second-tier brokerage 
S | houses are also predicting losses, both for 
_ | the first half and the full year. Smaller fry 
||| among Japan's 250 or so brokerages. are 
me | expected to do even less well. 

- | Things would have been even worse 
had not the Finance Ministry given broker- 
d ages permission to carry over valuation 
_ | losses on securities held for their own ac- 
_ | counts rather than declare them, as usual, 
-~ l at the half and full-year stage. 

| Such cosmetic devices, however, cannot 






E conceal more fundamental problems. Bro- 
|| kers as much as manufacturers of cars and 
ae |? other consumer durables have to face the 
_ | fact that Japan's "bubble economy" pro- 
_ | duced artificially high demand levels that 
p > will not return. in a hurry. 
ae bi -Turnover on the Tokyo Stock Exchange 

| is only a fraction of what it was in the bull 
market. The average daily volume of 
“shares traded has recovered from 200 mil- 
on shares at mid-year to about 400 mil- 
on shares in the past month. But this is 
ack to the NS in 1986, when the 
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pid shares. ‘Sales and operating costs 







jan 90% in the fiscal year. ended on 31 






hey a are. now above 100%. The , Big 
€ ed ed for about 30% of 


e Big Four, for example, soared to more: 





This means that the bear market has hit 
income doubly hard, especially in the past 
few months. In August, the Nikkei stock 


average slumped to 14,309.41 points, its- 


lowest level in six years. It has since recov- 


ered to the 18,000-point level, but this is 
still less than half its bull-market high, 


when brokers geared up their costs. 

When bond-broking and underwriting 
income is added on, brokerages depend 
upon commissions for between 50% and 
75% of total income. They badly need to 
diversify. 

The once huge market for warrant 
bonds and convertibles has collapsed along 
with the equities market. This has deprived 


brokerages of valuable underwriting in- 


come. A surge in domestic straight bond 

issues has compensated only in part. 
Brokerages, especially the Big Four, 

need to move much more decisively into 


Going for broke 


| costs of UN 
Big Four brokers 
(Right scale) - 


-> Daily Volume o on—N 
Tokyo stockmarket 
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derivatives such as index futures and op- 
tions, an area still dominated by big US 
houses such as Salomon Brothers and 
Morgan Stanley. The trouble is that Japa- 
nese authorities look with disfavour on 
derivatives, blaming them partly for the 
country’s stockmarket collapse. 

Financial deregulation planned for next 
year will give brokerages access to certain 
areas of banking such as trust and foreign- 
exchange business. But this will produce 
only marginal returns initially. 

So there is no escaping the need to bring 


costs into line with revenues. Salaries still 
account for about 40% of total costs among, 


the Big Four. 


Nomura, Nikko and Yamaichi together 
with Kankaku and Yamatane, which is. 
undergoing a restructuring by its bankers, 





will involve the closure of branches in Ja- 
pan and overseas centres such as Zurich, 
where the now moribund market for 
Swiss-franc convertible bonds was located. 
But this is scratching the surface of the 
problem rather than taking a knife to it. 
B Anthony Rowley 


Manila's stockmarket recently has mirrored 
the governing style of new President Fidel 
Ramos: a general sense of drift enlivened 
by occasional flurries of activity. But many 
analysts believe the market, and the 
economy, are on the verge of a sustained 
take-off. That is, of course, if the country 
can avoid the political and natural calami- 
ties for which it has become famous. 

The market started a bull run in April, 
two months before Ramos moved into 
Malacanang Palace, but investors have 
been pausing for breath. During this con- 
solidation phase, the government has 
reiterated its commitment to economic re- 
form and the corporate scene has had more 
bright spots than dark. Philippine Airlines, 
for instance, has arranged a US$122 mil- 
lion credit line. 

"My gut feeling is that the consolida- 
tion phase will be ending soon,". notes 
George Tan, treasurer of the Asian Institute 
of Management. Technical analyst Teodoro 
Sazon, chief executive of Sapphire Securi- 
ties, shares the optimism: "The index will 
first hit a low of 1,260 [from its current level 
of about 1,400 and from a May peak of 
1,600], before it starts a bull-run, most prob- 
ably in a month's time." 

Several companies are bringing forward 
their flotations to catch the market on its 
expected upswing. AsianBank Corp. presi- 
dent Francisco Dizon reports that General 
Milling Corp., a big family-controlled flour 
miller, will finally go public in the first 
quarter of next year. | 

Two other big firms will hit the idus 
at roughly the same time: Jollibee Foods 
Corp., the country's biggest hamburger 
chain, and Citytrust Banking Corp.;a joint 
venture between Citibank. and gekti-pro- 
ducer Philex Mining. 

Another six companies are “finalising 


. their plans, either for an initial offering or 


for the sale of stock already issued. These 
companies are: Bacnotan Consolidated Ce- 
ment; the state-owned Duty-Free Shop 
Philippines; Filinvest Corp.; Philippine Na- 


. tional Bank; Grand Plaza Hotel; and JG 
Summit Holdings, the real-estate holding, 
i of magnate John Gokongwei, E 
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CLASSIFIED ADVERTISEMENTS 





The Office for Project Services (OPS) is part of the United Nations Development Programme which, 
through its global network of over 120 field offices, is the central planning, funding and coordinating 
agency of the technical cooperation activities of the UN system. OFS manages and implements many 
projects in developing countries, providing, interalia, procurement of goods, services and works for - 
recipient Governments as well as technical support to Government procurement services, including 
capacity building of a Government's own procurement services. OPS has over 1000 active projects 
throughout the world with delivery of inputs in 1992 estimated at $430 million. 


The Chief of a Special Procurement Section is involved in providing advisory services fo Government 

officials of both recipient and donor countries as well as senior UNDP and OPS staff on the manner and 
methods of a wide range of procurement activities. This includes involvement in the formulation and D 
supervision of assistance projects for procurement capacity bullding. It also entails direct supervision of 1. 
some OPS procurement activities from developing tender documents to issuing purchase orders and 

ofher contracts. 


The successful candidate will have 15+ years’ substantive experience in public sector procurement - 
practices, including negotiation and administration of purchasing goods and contracting for services o 
and works. Familiarity with procurement procedures of the UN and/or international development}. 
banks is essential. In addition to an advanced degree in business administration, commercial law; po —— 
and/or engineering, he/she will have an in-depth knowledge and understanding of international 
development activities, especially as related to the procurement process. Fluency in English and Span- 

ish is required. A similar facility in French is highly desirable. 

Please Fax your detailed C.V. to: 212-279-0684 or send it to, Division of Personnel, UNDP FER-1 Bldg... 

Room 1845, One UN Plaza, New York, NY 10017, USA Reference: OPS/Contracts Officer 
(Vacancy#2103/92) 

Qualified women are encouraged to apply. Applications must be received by 
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INNOVATION 


Goodbye to fading faxes 


good way to find out about hot 

new products in Japan is to ride 

the subway. Recently, for exam- 

ple, straphangers in Tokyo could 
hardly fail to notice advertisements for a 
new facsimile machine launched by elec- 
tronics giant Matsushita. 

The adverts heralded the machine's 
ability to transmit a page in six seconds 
and print incoming faxes on plain bonded 
paper — an attractive alternative to the 
shiny thermal paper used by conventional 
faxes. Plain paper does not fade, discolour 
or curl, as often happens with thermal 
paper (which is why many people photo- 
copy faxes before filing them). Ordinary 
paper is also less than one third the cost of 
thermal paper. 

According to leading Japanese office- 
equipment maker Ricoh, the market for 
plain-paper faxes is growing rapidly. This 
year it will double, to 10% of overall Japan- 
ese sales of fax machines. Ricoh says plain- 
paper models now account for 40% of the 
machines it sells, compared with 30% last 

ear. 

á Such growth is good news for fax- 
machine makers, who have seen their 
profit margins on conventional machines 
nearly erased by price competition. Plain- 
paper machines — also known as “laser 
faxes” because they work on the same prin- 
ciple as laser printers — are still relatively 
big-ticket items in Japan. For example, even 
Ricoh's bottom-of-the-line model sells for 
Y583,000 (US$4,700), while the Matsushita 
machine advertised in the subway costs 
Y790,000. 

But all this expense begs a question. 
Most offices nowadays have a laser printer 
connected to a desktop computer; as a 
plain-paper fax machine works the same 
way, could the laser printer not be used as 
an output device for fax messages? 

The answer is it can. JetFax, a small Cali- 
fornia firm with Japanese backing, has 
recently come up with a neat little box that 
does just that. The US$995 device sits 
beside a laser printer and receives incom- 
ing faxes. Then it instructs the printer (a 
Hewlett-Packard LaserJet or its equivalent) 
to print them out. If the printer is busy, the 
JetFax box stores messages — up to 60 
pages’ worth — in its memory until the 
printer is available. The device also han- 
dles outgoing fax messages sent to it from 
IBM-style personal computers. 

JetFax's latest product is a laser fax 
machine capable of doing the same thing. 
Announced in July, it will sell for less than 
US$3,000 in America. The key hardware 


components are Asian: the document scan- 
ner comes from Japan, the laser engine is 
made by Samsung of South Korea, and 
there is talk of having the machine assem- 
bled in China. However, the machine's 
most important feature is the software 
which controls it — and that is all Ameri- 
can. 

One advantage of adding software, ex- 
plains JetFax president Rudy Prince, is that 
it makes machines easy to use. Sending a 
fax (in the Microsoft Windows version of 
the JetFax application) simply involves 
pulling down a menu on the computer 
screen and specifying where and when the 
message should be sent. The software also 
enables big corporate users to tailor the fax 
machine to suit their specific needs. 

It took smart software from Hewlett- 
Packard to make the laser printer a suc- 





JetFax's laser fax machine. 


cess. Prince believes that JetFax can do the 
same for the laser fax machine. 

It may sound crazy that a US company 
with less than US$10 million in expected 
sales this year should try to take on the 
likes of Canon and Ricoh in a market that 
Japanese firms have dominated for so long. 
But the fact is that Japanese have been slow 
to respond to the rapidly changing needs 
of the US fax-machine market. 

In many US companies, secretaries are 
becoming a thing of the past. White-collar 
workers now do their own letter writing, 
copying and faxing. But having to print out 
a letter, then walk over and feed it into the 
fax machine is a waste of precious time, as 
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is having to check the fax machine for in- 
coming documents. 

At the same time, workers have learned 
to send electronic mail to their colleagues 
in other parts of the company. They would 
like to extend this capability to sending 
messages to other companies, and to re- 
ceiving responses routed directly to their 
computers or hard-copy mailboxes. But 
electronic mail comes unstuck at this point 
because conflicting standards cause com- 
patibility problems. 

In contrast, the G3 fax international 
standard by which fax machines commu- 
nicate is virtually universal. "There's noth- 
ing else like it on the planet," says market 
researcher Ken Camarro, "[G3] is so widely 
established that no other communications 
system is going to catch up with it in the 
next decade." 

Camarro is the author of a recent study, 
Fax Trend Report '92. One of the study's 
most significant findings was how rapidly 
US demand is growing for fax capabilities 
in computer local area networks. In 1991, 
one third of the 45 million personal com- 
puters in the US were connected to a net- 
work, compared with under 5% of the 
roughly 10 million pcs in Japan. 

This demand, Camarro believes, will 
spur the development of a whole new 
generation of fax machines designed to 
meet the needs of computer fax networks. 
He says this presents "a great opportunity 
for machine designers to start with a clean 
sheet of paper and really make fax ma- 
chines easier to use." 

Camarro is highly critical of Japanese 
engineers who design fax machines with- 
out testing their features in the market- 
place. Anyone who has ever attempted to 
programme a Japanese multifunction fax 
machine will heartily agree. Hard-to-use 
fax machines could drive frustrated cus- 
tomers to turn to what Camarro calls “com- 
puter faxes." 

Simply defined, a computer fax is a 
microchip modem mounted on a board 
that slots into a PC, enabling it to send and 
receive fax messages. Unlike the market for 
fax machines, which Japanese makers 
dominate, the computer-fax industry is 
very much US-based, involving perhaps as 
many as 70 board makers. 

Given that computer-fax production is 
software-intensive, the US should be able 
to maintain its lead in this rapidly growing 
new industry because of its superiority in 
software. Camarro forecasts that compu- 
ter-fax sales will outnumber sales of fax 
machines by 1995. m Bob Johnstone 
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more fascinating than the wreck 
of a Bronze Age trading vessel 
that sank off the Turkish coast 
3,500 years ago. 

The oldest known wreck in 
the world, it lies 150 feet below 
the surface of the Mediterranean. 

At depths like these, Bass 
restricts himself and his divers 
toa maximum of twenty minutes 
at a time working on the wreck. 
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There was no arms treaty 
Your article Pork barrel roll [17 Sept.] 
states that the US decision to allow the sale 
of F16 aircraft to Taiwan has been de- 
nounced by China as a violation of the 1982 
Washington-Peking joint communique lim- 
iting arms sales to Taiwan. 

The 1982 communique is an executive 
agreement, not an international treaty. As 
such, it is superseded by the Taiwan Rela- 
tions Act, a 1979 US law which authorises 
Washington to "make available to Taiwan 
such defence articles and defence services 
in such quantity as may be necessary to 
enable Taiwan to maintain a sufficient self- 
defence capability." 

Under US law, executive agreements 
that are not consented to by the Senate are 
not the supreme law of the land. As a re- 
sult, conflicting federal statutes will prevail 
over such executive agreements, regardless 
of which was adopted first. 

On 27 September, 1982, US State De- 
partment legal advisor Davis R. Robinson 
told the Senate Judiciary Committee: "[The 
joint communique] is not an international 
agreement and thus imposes no obligations 
on either party under international law. Its 
status under domestic law is that of a 
statement by the president of a policy 
which he intends to pursue . .. The Taiwan 
Relations Act is and will remain the law 
of the land unless amended by Congress. 
Nothing in the joint communique obli- 
gates the president to act in a manner 
contrary to the Act or, conversely, disables 
him from fulfilling his responsibilities 
under it." 

Therefore, though the 1982 joint com- 
munique expresses the US intent to "re- 
duce gradually its sales of arms to Taiwan, 
leading over a period of time to a final reso- 
lution,” the Taiwan Relations Act author- 
ises the US to provide whatever arms are 
needed for Taiwan's defence. 

New York BRADFORD TREBACH 


Participate or go home 

It was with some dismay that I read the 
remarks of Chinese writer Ai Bei and 
others as reported in Fan Yuan's Chinese 
writers in exile [17 Sept.]. Unfortunately, 
the sentiments expressed are all too typical 
of Chinese who have come to America 
since Tiananmen. For those who have 
bothered to learn English, a brief response 
might be in order. Quite a few Americans 
have devoted their careers to assisting Chi- 
nese students who have sought shelter 
from the Peking regime. Obviously, 
America is no paradise, but neither is there 
any need to repay a host's hospitality with 
lectures about a "lack of history and cul- 
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ture" or other similar displays of ignorance. 

In America's finest universities, there 
are numerous Chinese being supported by 
precious grant dollars that could well be 
used to help deserving Americans, espe- 
cially when considering today's economic 
conditions. 

To such ingrates as Ai Bei and others 
who seem to despair of commercial suc- 
cess for their works, one might suggest ei- 
ther returning to the arms of Peking, or, 
better yet, having a go at producing some 
genuinely good literature for once. And — 
heaven forbid! — why not give English a 

? 

Taipei ADAM H. ARKEL 
Ai Bei seems to wonder, why if I am such 
a great writer am I not receiving a free 
handout as I did in China. Well I've get 
news for her — San Francisco is not China. 
She needs to come up with something we 
can get our literary teeth into before we 
throw roses at her feet. My advice to Ai Bei 
is to stop complaining — either go back to 
China or begin making a contribution to 
the society that has allowed you the free- 
dom to complain. 
Longwood, Florida 


EDWIN SUMMERS 





EDITOR 


Repression at home 

I read with great amusement the letters by - 
S. H. Kin and B. Singh [LErTERS, 10 Sept.] 

regarding Prime Minister Mahathir's sta- 

tus as a leader in the Third World. I am 

amazed that neither of these letters was 

critical of his leadership. Since he became 

premier in 1981, Malaysia's record on hu- 

man rights has gone down the drain. 

The press and the judiciary are firmly - 
under the executive. Quotas are imposed 
on the number of non-Malays gaining en- 
trance to Malaysian universities, while the 
government has allocated over M$1.5 bil- 
lion (US$600 million) in the Sixth Malaysia 
Plan for Malay education needs through 
colleges which only admit Malays. In reli- 
gion, non-Islamic faiths are persecuted by 
the government. 

It is high time the REVIEW and its read- 
ers looked at Mahathir's repression at home 
before gloating over his speeches overseas. 
Sibu, Sarawak JASON WONG 





Letters intended for publication should include 
the writer's name and address. All letters are 
subject to editing for length. 
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Dawn. The sun rises on the is- 
land of Java, shining down on a 
train travelling the Surabaya- 
Kertosono line. The track circuits 
are ours. A few hours later, the 
same sun rises over our power 
station at Mers El Hadjadj, Alge- 
ria. And, later still, over our geo- 
thermal plants in Middletown, 
California. Hour after hour, the 
sun rises over our achievements 
in TO countries. In 30 of these we 
have established sales and pro- 


duction organizations. We at 
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WITHOUT MOVING AN INCH 
WE SEE THE SUN RISE 
10 TIMES A DAY. 
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Insaldo are world leaders in 
electromechanics. We know how 
to combine advanced design and 
constructional ability, flexibly. 
That's how we are able to supply 
specific solutions for industry, 
power and transportation. Fields 
united by a common strate- 
gic vision, based on advanced 
technology. research, and the 
quality of our human resources, 
Stop, now, and think: at this 
instant, somewhere in the world, 


the sun is rising on Ansaldo. 
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the emergence of a 
mua  super-state, and | 
juropean c currencies gyrate wildly. 
\sian businessmen have mixed feelings 
‘about the disarray in the European. 
Community. The cracks in the edifice 
are likely to weaken efforts to protect 
the common market from cheap 
imports, but they could make the EC 
even more inward-looking. Speculation 
ds growing that a two-tier Europe could 
emerge, with Britain — where most 
Asian direct investment in Europe is 
ot located — relegated to the minor league. 
. — Business editor Nigel Holloway and a 
c0. team of reporters in Tokyo, Seoul, Kuala 
_ . Lumpur and Brussels analyse reactions 
^. among governments and firms to the 
c. confusing developments in Europe. The 
- » Asian view is that the current turmoil 
will affect the speed of European 
^... unification, but the direction remains the 
: same. Shada Islam in Brussels reports on 
the improving economic relationship 
between France and Japan, and: 
considers whether the EC will be a more 









Friedland in Tokyo and Ed Paisley in 
v. Seoul analyse the latest movements in 
pus n. the currency markets 68 


Cover illustration by Morgan Chua. 
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. China Ink 

-The China Times newspaper group of 
-Taipei and Shanghai-based Liberation 
Daily are discussing plans to launch a 
-joint-venture monthly magazine. The 

: move would mark another milestone in 
-the rapidly developing relations between 
media organisations from erstwhile 
enemies Taiwan and China. The China 
Times group is owned by Kuomintang 
alternate central committee member Yu 
Chi-chung — a vocal proponent of 
speeding up the pace: of developing ties 
be eking — while the 
` Liberation Daily is controlled b the 

^. Chinese Communis Party. Publications 
' jn the China Time is group, © one e of 
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Foreign F Relations : Roh in Peking 

China promises South Korean President _ 
Roh that it will try to persuade the Bes 

.to accept mutual inspection with the 

. South of each side's nuclear facilities. 10 


Security : Plutonium Shipments p 
Malaysia and Indonesia may not be able 
to stop Japan shipping plutonium | 
through the Malacca Straits, but the | 
planned shipment has drawn attention to 
the need for new safety measures to 
prevent shipping accidents in the straits. 
Meanwhile Japan persists with its 





The meddling beris k in Hongkong (14). 


Taiwan's two leading newspaper 
groups, already have news exchange 
agreements with Shanghai's Xinmin 
Evening News and Peking's China 
Industrial and Commercial News, as well 
as with the semi-official China News 
Service. A formal joint venture with a 
mainland news organisation, however, 
would be a blatant violation of the 
Taipei's policy towards Peking. 


Death Sentence 


Win Tin, a famous Burmese author and 
journalist and one of the founders of the 
National League for Democracy (NLD), is 
seriously ill in Rangoon’s Insein Jail. 
Sources in Rangoon say that unless he 
receives immediate surgery he will soon 
die. Win Tin played an important role in 
initiating the movement for democracy 
in Burma and in June 1989 was the first 
NLD leader to be detained. The Burmese 
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Thailand : Chuan’s New Team 

Prime Minister Chuan's choice of 
ministers reflects the political debts 
required to cement his five-party civilian 
coalition government and a desire not to 
overly antagonise the military 16 
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military may deny him medical attention 
as they believe that he was instrumental 
in bringing Aung San Suu Kyi into the 
political scene in Burma four years ago. 
Win Tin was the executive editor of the 
Kyemon newspaper from 1957-69 and the 
chief editor of the Hanthawaddy daily 
from 1969-78. 


Tooling Up 

A team of Taiwan air force officers has 
travelled to Washington to negotiate the 
purchase of the Amraam, or advanced 
medium-range air-to-air missile, for the 
150 F16A/B version fighters it is 
expected to buy from the US. The 
missile, a self-guiding "fire-and-forget" 
weapon, is deployed on F16A/B 
variants operated by the US, Belgium, 
Denmark, Norway and the Netherlands. 
If the US agrees to the Amraam sale, 
Taiwan could then participate in a mid- 
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Chinese community in South Korea is 
beginning the process of adjusting to 
new realities 26 


Malaysia : Indian Dilemma 
- Malaysian Indian Congress leader Samy 
Vellu thinks he can help the community 
overcome its longstanding economic and 
social problems. But many in the- 
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Malaysia : Language Anxieties. 

Prime Minister Mahathir's defence of the 
use of English by Malaysians provokes 
an unusually spirited debate on the role 


life upgrade programme for the F16A/B 
that would enhance the fighter’s present 
limited capability. The four Nato 
members are currently funding 
development costs for the upgrade, 
which they would like to share with 
other F16A/B users. 


Lack of Respect 


The Vietnamese Communist Party has 
angered many veterans of the country's 
independence struggle by its low-key 
presentation of the Gold Star Order to 
Gen. Vo Nguyen Giap, whose forces 
defeated the French colonial army at 
Dien Bien Phu in 1954. Several ranking 
politburo members attended the 20 
August ceremony, but they offended 
many of the country's ageing 
‘revolutionaries by not making a speech 
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of counterfeit software. But the pirates ^ 
are becoming more sophisticated even as 


independence. Vietnamese observers 
believe the party conferred the order, 
one of the country's highest, after facing 
sharp criticism for not granting it on 
Giap's highly symbolic 80th birthday on 
25 August 1991. Giap continues to be 
one of the most venerated figures in 
Vietnam, despite being ousted from the 
ruling politburo in 1982 and losing his 
position as vice-premier last year. 


Chief Troubleshooter 


Adm. Charles Larson, commander-in- 
chief of US Pacific Forces, is planning to 
visit Vietnam before the end of the year 
to discuss the progress of investigations 
into US servicemen missing in action 
during the Vietnam War. The search has 
recently become bogged down, with 
Hanoi accusing the US of using the 
investigations for intelligence gathering. 
Larson will be the most senior serving 
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US military official to visit Vietnam since 
the US withdrawal in 1975. n 


Border Talks 


Thailand's new Foreign Minister 
Prasong Soonsiri is believed to want to. 
question leading Thai border traders `. 
with Burma in order to gather details for 
a fresh policy by Bangkok towards the - 
much-criticised military regime in E 
Rangoon. Such a move could prove. 
controversial, particularly because many = 
Thai logging companies that have been _ 
granted concessions to exploit Burma’s 
border teak forests are owned by 
individuals connected with senior | 
serving and retired military officers. Thai 
loggers have been criticised for forging — 
deals with Burma's military regime : 
leading to the cutting down of large 
areas of the country's rapidly 
diminishing teak forests. 
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Roh is officially welcomed in Peking by Yang: sympathetic hearing over the North’s nuclear facilities. 


FOREIGN 


RELATIONS 


Peking pilgrimage 


President Roh Tae Woo's Peking visit, the first by a South Korean 
leader, marks the climax of his successful “northern diplomacy.” 
lronically, China may have determined the timing. 


By Lincoln Kaye in Peking and Susumu 
Awanohara in Washington 


n his bid to secure his place in South 
Korea's history books, lame duck 
President Roh Tae Woo has won Chi- 
na's implicit agreement to use its good 
offices to get Pyongyang to permit bilateral 
inspections of its nuclear facilities. 

The promise came during the first-ever 
visit of a South Korean head of state to the 
capital of communist China. The two coun- 
tries, bitter antagonists during the 1950s 
Korean War, established diplomatic rela- 
tions barely a month ago. Roh's Peking trip 
was part of a week-long overseas tour-de- 
force that brought him also to the rostrum 
of the UN General Assembly. There, he 
dramatically revived his earlier proposal 
for a multilateral forum to air questions of 
Korean unification. 

Roh set out on his triumphal diplomatic 
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swing directly after his surprise with- 
drawal from South Korea's partisan politi- 
cal fray. In Peking, besides discussing 
North Korean denuclearisation with Chi- 
na's heads of government, party and state, 
Roh concluded bilateral trade and invest- 
ment agreements. But negotiators failed to 
complete the texts of aviation, maritime 
and double-taxation treaties in time for 
their anticipated signing during the presi- 
dential visit. 

Still, analysts said, Roh accomplished 
the main purpose of his meetings with his 
Chinese counterpart, President Yang 
Shangkun, as well as with Premier Li Peng 
and party boss Jiang Zemin: to win a sym- 
pathetic hearing for his key goal of getting 
North Korea to accept South Korean in- 
spection of its nuclear facilities. Pyongyang 
already accepts inspections by the Interna- 
tional Atomic Energy Agency, but Seoul 
requires a higher level of cooperation from 
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the North — a demand backed by Wash- 
ington and Tokyo as a precondition for 
normalising relations with North Korea. 

Following the Soviet collapse, China re- 
mains Pyongyang's last friend, diplomati- 
cally. In this role, Peking "is willing to 
make efforts to promote continued relaxa- 
tion of the situation and stability on the 
Korean peninsula," a Chinese Foreign Min- 
istry spokesman told reporters. China ex- 
pressed its hope for a denuclearised Korea 

"as soon as possible" — the first time it has 
mentioned a time-frame for the issue, a 
South Korean official noted with satisfac- 
tion. Still, as Yang stressed to Roh, “per- 
suasion, and not pressure” is the most ef- 
fective way to deal with Pyongyang. 

The China visit is the capstone of Roh's 
Northern Policy of seeking normalisation 
with Moscow and Peking in a bid to en- 
hance the legitimacy of his own regime and 
isolate Pyongyang. This strategy — greatly 
aided by the Soviet demise has suc- 
ceeded so well that South Korea now risks 
over-extending itself with new commercial 
ventures and diplomatic missions opening 
up from Tirana to Tashkent. 
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~~ A South Korean source confides that 
Seoul would just as soon have put off its 
diplomatic breakthrough with China for a 
while, but could hardly refuse Peking's 
abrupt normalisation offer after years of 
quietly preparing the groundwork. China, 
for its part, had its own reasons for bring- 
ing Roh over for a. high-profile visit at this 


juncture. Ee 
“Peking is a comp ilsive player of trian- 
tern diplomat 


gular power games," i 
T as ul ction provides 









ker” of Korean: den 3 clearisation, China 
underscores its indispensibility as a factor 
in the Northeast Asian security equation. 
And, by dramatically increasing its links 
“with the burgeoning Korean economy, 
China signals that it has enough trade op- 
tions to depend on no single partner. 

That signal is well worth sending as 
negotiators haggle right down to the Octo- 
ber 10 deadline for China to either remove 
“structural impediments” to US trade or 
face US$4 billion worth of targeted recip- 
rocal trade sanctions. Coincidentally, US$4 
billion is the projected increase in 1992 two- 
way Sino-Korean trade over last year’s to- 
tal of US$6 billion. Bilateral trade is ex- 
pected to blossom now that tariff sur- 
charges on South Korean imports into 
China are to be removed under the newly 
signed trade agreement. 

By the same token, the Roh visit is in 
some ways symmetrical to the scheduled 
arrival in Peking of Japanese Emperor 
Akihito on 23 October. In their mutual fe- 
licitations, Roh and his Chinese hosts re- 
peatedly congratulated each other on 
putting behind them the “unfortunate his- 
tory” of recent Sino-Korean relations — a 
stock phrase that includes both their mu- 
tual antagonism during the Korean War 
and their shared suffering under pre-1945 
Japanese occupation, a Seoul official ex- 
plained. 

Japanese war guilt is a sentiment both 
Peking and Seoul like to keep alive. At the 
same time, Korean rightists — incensed at 
Seoul’s snub of Taiwan — clamour for a 
Chinese apology for its 1950 invasion 
across the Yalu River. The “unfortunate 
history” formulation is a face-saving bid to 
skirt both issues at once. 

. Another historical nicety was Roh's 
pilgrimage in Shanghai, on the heels of his 
Peking visit, to a building that had housed 
the Korean government-in-exile of right- 
wing patriot Kim Koo during the Japanese 
occupation. Ironically, Kim's patron at that 
time was the Kuomintang regime of 
Chiang Kai-shek, historical rivals of today's 
ruling Chinese communists. While in 
Shanghai, Roh also visited the Pudong de- 
velopment area, where South Korea will 
invest in a US$90 million joint-venture steel 
mill. 
- . Even as Roh hobnobbed with the cur- 











rent Peking Teadefuhip, North kolci 
hosted a Chinese National Day banquet for 
the Chinese ambassador in Pyongyang. 
The North Korean toastmaster hailed Sino- 


Korean friendship, which had been 


“formed and nursed” by Pyongyang’s Kim 
Il-Sung together with founding Chinese 
communist dynasts Mao Zedong and 
Zhou Enlai — a pointed omission of Pe- 
king's current "paramount leader" Deng 
Xiaoping. At the same time, an editorial on 
Pyongyang's Central Radio denounced 
unnamed foreign communist “traitors” 
who had “succumbed” to a “vicious impe- 
rialist plot to destroy socialism.” 

Before setting out for his historic Peking 
visit, Roh used the occasion of a visit to 
New York and Washington to re-launch a 
four-year diplomatic initiative for a North- 
east Asian security forum. In its original 
form this would have involved talks be- 

tween North and South Korea, the US, the 
then Soviet Union, Japan and China. Com- 
pared to four years ago, the US has be- 
come considerably more open-minded 
about such a forum. 

Speaking to the UN General Assembly 
on 22 September, Roh recalled his own 
1988 proposal for a “Consultative Confer- 
ence for Peace in Northeast Asia,” and said: 



















"I hope an opportunity for dia iius among 
all interested parties will be found .. . Once 
mutual understanding and a forum of co- 
operation are established I believe that we 
can realistically expect the emergence of a 
new order of peace in Northeast Asia." 

The US State Department was quick to 
issue a cautious endorsement of Roh's call. 
lt said: "A carefully planned dialogue 
could provide a useful forum for discus- 
sion of all relevant regional issues, includ- 
ing resolution of the problems of the Ko- 
rean peninsula." State Department officials 
said the details of the proposal would be 
explored with interested parties. 

Coming at a time when the US was par- 
ticularly wary of proposals for regional 
arms control and collective security ar- 
rangements coming fr m Moscow, Roh's 
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1988 proposal fora MM diok à: 
mixed reviews in Washington. This w 
despite the fact that the proposal : 
thought by some to have originated in 
US. Apart from their longstanding p 
ences to deal bilaterally with indivic 
countries in Northeast Asia, US offic 
feared falling prey to Soviet overtur 
They also expressed aversion to new « 
ganisations looking for an excuse to e 

Some South Koreans had their ov 
problems with Roh's proposal. One fe 
was that it would detract from the “pri 
macy of the South-North dialogue” in re 
solving the problem of the two Koreas 
South Koreans also took umbrage at.th 
US-coined shorthand for Roh's proposal, a 
"two plus four" dialogue, a nomenclature. 
which had been used in Germany 
Whereas, in Germany's case, the “fo 
(the US, the Soviet Union, Britain anc 
France) were all victors in World War Il 
the "four" in Korea's case would includ 
Japan which was on the wrong side of the 
war, the South Koreans complained. 2 

Patrick Cronin of the National Defence. 
University in Washington thinks that Roh 
had several reasons for reintroducing hi 
proposal for a regional forum. First, Roh - 
wants to put maximum pressure.on- 








Pyongyang, bringing it into a regional ar- 
rangement on Seoul's terms. Second, it has 
become more urgent to enmesh Japan and 
China, and possibly also Russia in such an 
arrangement, given their strained ties with 
the US. Third, Roh's renewed initiative 
may reflect South Korean concern about 
declining US commitment to the region: 

Korean Ambassador in Washington 
Hyun Hong Choo stresses that what Roh 
is proposing is a multilateral dialogue in 
Northeast Asia, not a collective security 
arrangement. And Roh is in no way sug- 
gesting that this dialogue would be a sub- 
stitute for a strong US-South Korean rela- 
tionship. While advocating regional dia- 
logue, South Korea rejects any one country 
in the region playing a hegemonic role 
again, Hyun adds. 
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Stormy passage 





Japan's plutonium shipment scares Asean 


By Michael Vatikiotis in Kuala Lumpur, 
Suhaini Aznam in Jakarta, Shim Jae Hoon 
in Seoul and Lincoln Kaye in Peking 


T he repercussions of the Japanese 


plan to develop its nuclear power 

industry are being felt far and wide. 
Japan's closest neighbours have had a 
muted response so far to the eventual 
stockpiling of large quantities of imported 
plutonium, but talk that the first shipment 
may pass through the Malacca Straits has 
alarmed officials in Malaysia, Indonesia 
and Singapore. 

The Malaysian Government even wants 
to prevent the Akatsuki Maru, the specially 
built Japanese plutonium carrier, from 
passing through the Malacca Straits later 
this year on its return voyage from Europe. 
But Kuala Lumpur's claim to such pre- 
emptive action is questioned by officials of 
the International Maritime Bureau, a Lon- 
don-based industry organisation. 

In reality, Southeast Asian states can do 
little to bar commercial shipping from the 
Straits, but their heightened concern over 
the plutonium-bearing vessel seems to 
have given a fresh boost to the idea of in- 
ternationally funded safety arrangements 
for the Straits. 

The case for action has been strength- 
ened by a recent spate of accidents that 
culminated in a collision on 21 September 
between an oil tanker and a cargo vessel in 
which at least 43 people were killed and an 
oil slick was released near the coast of Ma- 
laysia. 

Malaysia's concern about safety in the 
Straits is such that Foreign Minister Datuk 
Abdullah Badawi raised the issue at the 
UN General Assembly at the end of Sep- 
tember. Citing the latest collision, Badawi 
said there was an "urgent need to take a 
fresh look at existing international regula- 
tions applicable to the Straits and find a 
mechanism to share the responsibility of 
ensuring safety of navigation, as well as to 
collectively combat . . . growing piracy with 
effective surveillance . . ." 

Earlier in the year, Prime Minister 
Datuk Seri Mahathir Mohamad proposed 
that a levy be imposed on users of the 
Malacca Straits to help finance the water- 
way's upkeep. The suggestion originated 
from Indonesia in the late 1980s, when a 
toll was suggested to help regulate traffic 
density by persuading ships to use alterna- 
tive routes. 

But shipping companies, citing the In- 
ternational Law of the Sea which gives 
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The Akatsuki Maru: Straits agitation. 


ships the right of free passage in transit 
through territorial waters, reject the idea. 
Indonesia has not openly supported it, and 
Japan, a heavy user of the Straits, is also 
not in favour. 

Sources at the International Maritime 
Bureau point out that a less controversial 
solution to congestion in the Straits might 
be to extend a traffic separation scheme 
which operates at present in the narrow 
channels around Singapore. The recent ac- 
cidents have all occurred in the wider 
stretch of water between the west coast of 
Peninsular Malaysia and the coast of Su- 
matra, where there is no lane system in 
operation. 

Several years ago, Japan helped set up 
the Malacca Straits Council to oversee a 
collective fund now said to be worth some 
M$9 million (US$3.6 million). But shipping 
sources say this is not sufficient to fund a 
sophisticated surveillance and navigational 
system. Efforts by Japan to cooperate with 
the littoral states in schemes to regulate the 
Straits are welcomed in some quarters, but 


FAR FASTFRN FOOANOMIC REVIEW 


eyed warily by those who fear it could 
have military implications. 

While Malaysia’s main concerns are 
about shipping safety in general, the gov- 
ernment has also set up a committee 
headed by the Atomic Energy Licensing 
Board to monitor the planned plutonium 
shipment and study ways of heading it 
away from Malaysian waters. 

Kuala Lumpur has cited a Malaysian 
law, the Atomic Energy Licensing Act, 
which specifically confers liability for any 
accident involving nuclear material on the 
country transporting the material. The act 
further stipulates that no nuclear material 
can be transited through Malaysian terri- 
tory without the shippers providing finan- 
cial security. 

Badawi initially stressed that the 
Akatsuki Maru would not be granted per- 
mission to transit the Straits. “Our policy is 
clear on the matter,” he said. But Interna- 
tional Maritime Bureau officials cast doubt 
on Malaysia's right to deny the ship free 
passage. International law allows for inno- 
cent passage through territorial waters 
which are used for international naviga- 
tion. 

In August, Mahathir admitted that Ma- 
laysia faced problems because the Straits 
were classified as an international water- 
way and shipping could not be regulated. 
"Now we need to monitor international 
waterways, just like we need to look after 
the Suez and Panama Canals," he said. 

Indonesia's objections to the Akatsuki 
Maru's passage through the Malacca Straits 
are only slightly milder than Malaysia's. 
Indonesia has already declared that it does 
not want the plutonium-bearing ship to 
pass through its territorial waters by using 
the narrow Straits of Lombok, east of Bali. 

“We cannot close international sealanes 
but we have called on Japan, even pressed 
Japan, not to use Indonesian waters," For- 
eign Minister Ali Alatas said on 17 Sep- 
tember. 

The Foreign Ministry's Director-General 
for Political Affairs Wiryono Sastrohan- 
doyo, met the Japanese ambassador to In- 
donesia earlier to express anxieties over the 
plutonium shipment. "Accidents can hap- 
pen anytime, so we are not happy about 
the ship passing through our waters," 
Wiryono told the Antara newsagency. The 
risk of radiation exposure posed by one 
tonne of plutonium — the Akatsuki Maru's 

cargo — equalled that of 100 nu- 
clear warheads, Wiryono noted. 

In addition to possible navigational 
accidents in the narrow and busy water- 
way, is the fear of the Akatsuki Maru's vul- 
nerability to terrorist attacks, given the na- 
ture of its cargo. The dangers posed to 
neighbouring countries have drawn s 
reactions from environmentalists on both 
sides. 

The Indonesian Forum for the Environ- 
ment (Walhi) has called on the government 
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to deny the Akatsuki Maru entry into In- 
donesian waters. "Two of the four alterna- 
tive routes from France back to Japan pass 
through the Malacca Straits and therefore 
-we should remain alert over its presence 
EC its statement said. 

In sharp contrast to Southeast Asian 
concerns about shipping safety, some of Ja- 
pan’s neighbours appear sympathetic to 
the motives behind Tokyo’s plutonium 
import programme. South Korea, itself 
contemplating a large nuclear power gen- 
eration programme, is not adding its voice 
to protests over the Japanese plan. 

If anything, South Korean officials ap- 
pear more concerned at the prospect of Ja- 
pan emerging as a rival supplier of nuclear 
technology, challenging the supremacy of 
the US, Europe and Canada in the global 
energy market. With ambitions to build 20 
or more nuclear reactors over the next two 
decades, supplying more than half its en- 
ergy needs, South Korea wants to maintain 
and develop its own nuclear technology. 

South Korean officials are closely fol- 
lowing Japan's overall nuclear programme 
for any hint of military implications. So far, 
they seem confident that Japan has no 
chance of taking a military option, despite 
the perceived threat from North Korea's 
reported efforts to develop a nuclear weap- 
ons capability. 

On the face of it, China seemed quite 
unconcerned by the planned passage of 
Akatsuki Maru through the Malacca 
Straits. The only media attention given to 
the subject was a brief, factual, Xinhua in- 
ternational newswire item on Asean envi- 
ronmental anxieties about the intended 
voyage. 

The report was not carried on China's 
domestic news channels. But China, like 
South Korea, is believed to be on the watch 
for any links between Japan's peaceful nu- 
clear programme and possible military de- 
velopments. 

China's sensitivities about Japan remain 
muted in advance the 23 October arrival of 
Emperor Akihito. But Peking is well aware 
that Japan has the technological prowess 
to become a superpower at will. 

North Korea, the target of international 
concern over its suspected clandestine nu- 
clear programme, is showing a radically 
different reaction to the uproar. Twice in 
August, Pyongyang Radio expressed con- 
cern over the safety of plutonium ship- 
ments on the high seas, echoing Malaysian 
and Indonesian apprehensions. 

A Korean Central News Agency report 
on 2 August quoted a North Korean For- 
eign Ministry spokesman as saying that 
stockpiling of a large quantity of pluto- 
nium raised suspicion over Japan's com- 
mitment to the peaceful use of nuclear 
power. "This cannot but be viewed as part 
of a programme to increase Japan's 
militaristic power," the Pyongyang dis- 
patch said. E 
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TAIWAN 


US helicopter sales 


The US will sell 12 attack 
helicopters worth US$161 
million to Taiwan, President 
George Bush has announced. 
The SH-2F helicopters made 
by Kaman Corp. of 
Connecticut are intended to 
detect and attack submerged 
submarines. The sale, viewed 
by some as election-year 
patronage by a president 
worried by low opinion-poll 
ratings, comes barely three 
weeks after Bush allowed the 
sale of 150 F16 fighter aircraft 
to Taiwan. 


K 
Anh: old-guard warrior. 


VIETNAM 


New president 


Vietnam's National Assembly, 
meeting for the first time 
since its election in July, has 
chosen former defence 
minister Le Duc Anh as the 
country's president. Anh, 72, 
ranks second in the 
communist party politburo 
and is often described as an 
old-guard conservative. Vo 
Van Kiet, 69, a key advocate 
of Vietnam's moves towards 
a free market economy and 
in opening the country to the 
non-communist world, was 
re-appointed premier. Nong 
Duc Manh, 51, the politburo's 
first ethnic minority member, 
was elected chairman of the 
assembly. 
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JAPAN 
Godfather settles 


Tokyo prosecutors filed a 
summary indictment against 
political godfather Shin 
Kanemaru on 28 September 
for violating Japan's law on 
political funds. Kanemaru had 
earlier submitted a written 
statement to the Public 
Prosecutor's office admitting 
he accepted Y500 million 
(US$4.2 million) from 
Hiroyasu Watanabe, former 
president of Tokyo Sagawa 
Kyubin trucking company. 
The indictment is in lieu of 
Kanemaru submitting to 
questioning or standing 

trial. The offence carries a 
maximum fine of ¥200,000 — 
equivalent at current rates to 
about three days' interest on 
the original sum. 


NEW ZEALAND 


Deal on Maori claims 


Maori tribes and the New 
Zealand Government have 
reached agreement on a 
mechanism to share fish 
resources as required under 
the 151-year-old Treaty of 
Waitangi, ignored until 
recently. The government will 
fund — to a maximum of 
NZ$150 million (US$81.1 
million) — a joint venture 
with Brierley Investments Ltd 
to buy the Sealord commercial 
fishing company. This will 
eventually bring the quota 
held by the Maori to just 
under half of the total 
commercial inshore fishing 
quota. In return, Maori 

claims under the treaty are to 
be extinguished. The 
landmark agreement paves 
the way for possible settlement 
of around 100 other 
outstanding land claims under 
the treaty. 


MALAYSIA 

Timor report apology 
Malaysia has apologised to 
Indonesia over the airing of a 
foreign news report showing 
footage of Indonesian soldiers 


Maori's reclaim fishing rights. 


firing on mourners in East 
Timor in November 1991. The 
report was aired in a 23 
September news 

programme by Radio 
Television Malaysia (RTM), a 
government channel widely 
received by satellite dish users 
in Indonesia. An Indonesian 
youth group had claimed the 
report was an insult to the 
country. Malaysian 
Information Minister Datuk 
Mohamed Rahmat apologised, 
saying RTM had made an 
editorial mistake and went to 
Jakarta for urgent talks on the 
matter. 


PHILIPPINES 


US navy quits Subic 


The US Government 
decommissoned its naval 
facility in Subic Bay on 30 
September, with the adjoining 
Cubi Point air station 
scheduled to be turned over to 
the Subic Bay Metropolitan 
Authority on 24 November. 
The Philippine Senate on 16 
September last year rejected a 
treaty for the continued use of 


Percentage of 
population over 65 





Mongolia = 32- 
Source. Economic and Social Commission 
for Asia and the Pacific 
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Philippine military bases by 
US forces. 


THAILAND 

Report on May killings 
An official inquiry into the 
mid-May confrontation 
between troops and pro- 
democracy demonstrators in 
Bangkok has blamed the 
deployment of rural-based 
soldiers and the lack of proper 
control of the use of force for 
the slaughter of at least 52 
people. The inquiry report, 
release on 25 September, said 
troops brought into Bangkok 
to deal with protesters calling 
for the resignation of non- 
elected prime minister 
Suchinda Kraprayoon, were 
not aware of the real reasons 
for the demonstrations. 


HONGKONG 
Confrontation at sea 


An armed Chinese security 
patrol threatened Hongkong 
marine police in the most 
serious incursion to date of 
Chinese vessels into 
Hongkong territorial waters. 
The confrontation on 25 
September occurred when 
Hongkong marine police 
encountered a Chinese security 
vessel while answering a call 
for help from a Hongkong 
fishing boat. There have been 
12 such incursions by Chinese 
vessels so far this year, 
compared to 17 in 1991. China 
later apologised for the 25 
September incursion. 
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No if you're a Visa cardholder. W Because now you emacs Nb You only have to make one 
and all my cash are 
can benefit from a comprehensive package of services TS emis phone call to report the loss of 


And quickly.” 


which have never before been so accessible. your card and request a replace- 


E We have established a network of Visa Emergency ment card, or a cash advance to tide you over. Your 
Assistance Centres to make sure of that. W And new card will be delivered to a location convenient 
you'll find them in those countries you are most likely to you. B So call your Visa Card Issuer and ask for 
to visit. Bl In fact, we have centres in seven locations your very own Visa Emergency Assistance card. 
in Asia Pacific alone, with more in other countries Keep it close to you and in a safe place always. 
throughout the world. Rest assured, we'll 
W Each centre is VISA EMERGENCY ASSISTANCE be there when 












staffed by our well- © you need us most. 

trained Customer SN, BUSTE — OPER See. | inate ee Bl And that you're 
AUSTRIA 0660 6704 KOREA aso 023 405 SWITZERLAND 155 2713 

d - BELGIUM 78 11 8756 LUXEMBOURG 0800 2383 TAIWAN WSO 65 1019 : 

Assistance Officers DENMARK 80014585 MALAYSIA ROO 106€ THAILAND 256 7326 never alone in a 
FRANCE (590 828) NETHERLANDS 06022 4176 a enge 

who are always on GERMANY 013081490 — NEWZEALAND (NDASSM CU meen foreign country. 
HONG KONG 5810580133 PORTUGAL 50S 44914) 


UNITED KINGDOM Si) 212615 


N N all vour Issuer ING ) M5 5 Z = o 
INDONESIA Call vour Issue SINGAPORE EI UNITED STATES i 


ITALY 1678 7232 SPAIN 4097445 CANADA | 800 336 8472 





hand to assist you. 





W 24 hours a day, 





seven days a week. It's everywhere you want to be, 


VISA EMERGENCY ASSISTANCE. ROUND THE CLOCK, AROUND THE WORLD. 
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Great headline, but where's the catch? 

How about if we told you there wasn't one. 
What if we said your company could really 
save over US$2 million each year? And 
maybe more. 

Still dubious? In that case, 
we'll just give you the facts. 
Pure and simple. 

Hexagon is a system adii 
of desktop banking. | 

It provides the majority 
of the services a bank can offer, 
except it's in your office, on 
your desk. It's control of 
your financial affairs at 
the touch of a button. 

What about the cash? 

Because the system is electronic and instan- 
taneous, it's a direct line to increased efficiency 
and profitability. 

But, of course, please don't just take our word for it. 

Take the actual example of a small partnership 
with just ten staff. 


By using the simplest cash management functions 


IF YOU can a, 
US S2 MILLIC 
don't READ 


of Hexagon, their up-to-date knowledge of account 
status and incoming funds allowed them to maximise 
the use of idle funds through investment. 

By checking transaction activity, analysing cash 
flow and switching funds instantly they were able 
to make idle money work harder. 

The annual benefits amounted to savings per year 
of US$20,000. But Hexagon can offer much more than 


simple cash management. 


rd 


TO LOSE 


N EACH YEAR, 
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Take another actual example of a shipping 
company with a staff of over 1,000. The benefits 
of Hexagon were spectacular. 


With electronic banking the company 


2a 


e. 
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dramatically streamlined its cash collection 

process, reduced bank and staff costs 

and eliminated crippling telecommu- 
nications charges. 


In hard currency, their improved 






efficiency amounted to savings per 
- year of US$650,000. 

The limit to how Hexagon can improve 
your bottom line depends largely on the size of 
your company. Hexagon can improve your efficiency 
on a global scale. 

Take a company we shall call *a large financial 
institution! They saw Hexagon and subscribed to 
it. And within a year, it helped streamline their forex 
procedures to such a degree that staff productivity 
improved 2.5 times. 

This faster, more responsive way of banking 
accelerated delivery of payment instructions, which 


reduced interest charges, which meant a lower bank 


tariff, which ultimately, of course, meant savings. 


And quicker than you could say “annual accrued 
financial benefits” their annual accrued financial 
benefits gave them savings per year of US$2.2 million. 

It suggests speed and efficiency is the key to 


profitable banking operations. 


Hexagon desktop banking is speed. It is efficiency. 


It’s 365 days a year, 24 hours a day access to financial 
control.To many companies Hexagon doesn’t only 
make sense. It makes millions of dollars. 


Suggesting, that in banking, it’s the early bird who 


catches the worm. Time is money and money is time. 


Etc, etc, etc. 


Savings that could just as easily apply to you. 


The longer you wait the more you could be losing. 


Perhaps as much as US$2.2 







Hexagon 


million each year. 
Consider two simple points. 
It won’t cost you a single 
cent to check out Hexagon. 
It could cost you a fortune 
not to. 
Contact your nearest 
HongkongBank branch 


today. 





HongkongBank 


The Hongkong and Shanghai Banking C orporation Limited 
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"My office in Guangzhou covers three floors 
and has every conceivable business aid ... 
not to mention two pools and nine restaurants." 
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VA White Swan is the only hotel in 


Guangzhou to offer three executive floors. 
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Executive privileges range from complimentary 





breakfasts, drinks and snacks to exclusive 
limousines. 
The well-equipped business centre will take care 
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of your every corporate need. The extensive 
luxury facilities and impeccable service of one 
of "The Leading Hotels of the World” will ensure 
your stay is memorable and pleasant. 





Member of 


ThéJeading Hotels of thé World 


FOR RESERVATIONS: 

GUANGZHOU TEL: 888 6968 EXT. 12 FAX: (8620) 886 1188 TELEX: 44688 WSH CN CABLE: 8888 
HONG KONG TEL: 524 0192/3 FAX: 8770811 

BEUING TEL & FAX: 512 0308 TEL: 512 9988 EXT.719 OR TEL: 513 7766 EXT.3158 





AN AUTHORISED 5-STAR HOTEL 
OR CONTACT 'THE LEADING HOTELS OF THE WORLD' IN YOUR CITY /COUNTRY. SHAMIAN ISLAND. GUANGZHOU CHINA 







ch sDBurme's ruling State Law and Or- 

| A der Restoration Council (Slorc) an- 
| nounces one seemingly liberal con- 
cession after another, opposition sources 
warn that the military junta's strategy is 
aimed not only at appeasing the interna- 
tional community but at dividing what is 
left of its domestic opponents. 

The principal target remains Aung San 
Suu. Kyi, seen as the only political figure 
capable of seriously challenging the abso- 
lute powers of a military elite that has con- 
trolled Burma for the past 30 years. Conti- 
nuity within the leadership, not a transfer 
or power or genuine power-sharing with 
other interest groups, appears to be the 
underlying policy directing the Slorc's 
moves, the opposition says. 


Rangoon-based diplomats add that the 


Slorc is particularly anxious to 
give the impression of progress 
towards a democratic transition 
this year, mainly because it is 
worried about further condem- 
nation by the UN General As- 
sembly. The UN is scheduled to - 
discuss Burma in November or 
December, when it may recom- 
mend an international arms 
embargo against Rangoon. 

Since Gen. Than Shwe took 
over as Slorc chairman from the 
ailing Gen. Saw Maung on 23 
April, attempts to improve the 
regime's international image 
have included: 
> The release of hundreds of 
political prisoners, though several thou- 
sand still remain in captivity. 

9 An agreement reached on 27 April be- 
tween Rangoon and Dhaka on the repa- 
triation of 265,000 Muslim Rohingya refu- 
gees now living in camps in Bangladesh. 
Rangoon, however, turned down the sug- 
gestion that the UN High Commissioner 
for Refugees and other UN agencies should 
supervise the Rohingyas repatriation to 
Burma. As a result, only a handful have 
returned. 

> The Slorc's announcement on 27 April 
that it had suspended operations against 
ethnic Karen rebels along the Thai border 
in the name of "national solidarity." Gov- 
ernment troops were withdrawn from the 
Manerplaw jungle headquarters of the 
Karen rebels, where heavy fighting had 
red early this year. But as the dry season 
ap caches, moves APN to be underway 







ind the mask 


an seeks foreign acceptance, local acquiescence 


for a renewed offensive. 

p» In May, June and July, Aung San Suu 
Kyi's family was allowed to visit her in 
Rangoon where she is under house arrest. 
> Talks held on 23 June were the first be- 
tween the Slorc and representatives of 
some political parties, including the Na- 
tional League for Democracy (NLD) which 
had scored a land-slide victory in the May 
1990 National Assembly elections. How- 
ever, the military made it clear that the 
talks centred on its proposed "National 
Convention" — which will draft a new 
constitution — rather than an attempt to 
convene the elected National Assembly. 
p> All universities and colleges were re- 
opened on 24 August. Campuses, how- 
ever, have been divided into faculty com- 
pounds to prevent students from mixing 
with those trom other departments, while 


a heavy secret police presence was evident. 





P The 11:00 p.m. to 4:00 a.m. curfew, in 
effect since September 1988, was lifted on 
11 September. 

> The lifting of two martial law decrees, 
imposed in July 1989, was reported by Ran- 
goon Radio on 26 September. 

While significant in a Burmese context, 
the ambiguous nature of some of the recent 
decisions led observers to believe that there 
was more to the changes than met the eye. 
The international aspect — to thwart the 
threat of UN action — was understood at 
an early stage. As for domestic considera- 
tions, intelligence sources now say that the 
decision to allow Aung San Suu Kyi family 
visits may have been prompted by the be- 
lief that she would leave Burma if she met 
her husband and sons. 

It is now known that on 16 June, after 
her sons had returned to Britain, she in- 
formed Lieut-Col Than Tun of Burma's 
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Military Intelligence = — tu H 
signed to liaise with her — - that she 
intention of leaving Burma. Subseq 
the Slorc embarked on a campai 
vide the opposition by suggesting 
democratic change would be more li 
without her, the sources say. = o0 
The Slorc also sought to portray £ 
San Suu Kyi as “uncompromising an: 
reasonable” and of wanting to go ^to 
and too fast." Observers who followed 
events of 1988-89 counter these charges. ' 
fact, she never asked for any specific 
changes as such, just a dialogue between 
the military and the opposition so that nec- 
essary changes could be brought about. 
through understanding and cooperation. 
In their efforts to further undermin 
Aung San Suu Kyi, the Slorc sought col 
laborators among NLD members. They ini 
tially approached Kyi Maung, a retire: 





the NLD. when Aung San Suu Kyi. wa 
placed under house arrest in July 1989 anc 
later led the party to its election: victory 
only to be arrested shortly afterwards. ' — 
“He was offered his release in return 
for endorsing Aung San Suu Kyi's expul- 
sion from the NLD. He refused,” a well- 


placed source in Rangoon told the REVIEW. - 


However, in December last 
year the cowed remnants of thi 
NLD leadership were forced by - 
the Slorc to expel her from the 
party. Qus 
When this transparent effort. 
failed to reduce Aung San Suu 
Kyi's political influence, in mid- 
July Than Tun reportedly met 
other NLD leaders who had been _ 
arrested in 1989 and later re- 
leased. They were Theingi, 
Aung San Suu Kyi's personal - 
secretary; Myint Myint Khin, a 
Rangoon lawyer who had been _ 
intstrumental in forming the 
NLD in 1988 and Maung Wun- 
tha, another leading member of : 
the opposition. : 
Than Tun reportedly said they should : S 
"all be friends" and asked for suggestions 
to improve the general situation. “The mes- - 
sage is clear: if the opposition disassociates 
itself from Aung San Suu Kyi . . . favour: 
can be expected," a Burmese source in Ran- 
goon said. Nevertheless, the outcome of the 
talks were inconclusive. 
Burmese sources in Rangoon | say the 
political model the Slorc wants to impose 
can best be described as a "multi-party dic: 
tatorship [or] the same kind of system th 
prevailed before 1988, except that inste 
of just one party [the Burma Socialist Pr 
gramme Party, the only legally permitt 
party between 1962-88] controlled | 
[strongman] Ne Win and his henchmen, 
will be several parties controlled by t 
same group of people. Any genuine opp 
sition to their rule will not be tolerated." 
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THAILAND 


Polishing the cabinet 


Political debts, army sensitivity shape Chuans line-up 





By Rodney Tasker in Bangkok 


B 





efore Thailand's 13 September gen- 
eral election, the popular former 
Bangkok governor Chamlong 
Srimuang wrote a letter and put it in à 
sealed envelope to be opened after the poll. 
The letter said that if his party did not sub- 
stantially increase its parliamentary size in 
the election, Chamlong would not accept 
any political post. 

This curious, if characteristic, act of de- 
nial has now effectively prevented Cham- 
long from personally joining the new gov- 
ernment of his democratically minded kin- 
dred soul, Chuan Leekpai. 

Although Chamlong's Palang Dharma 
Party increased the number of its MPs from 
41 to 47, it also lost nine seats to Chuan's 
Democrat Party in the former governor's 
Bangkok constituency. That, however, was 
enough for Chamlong to shun Chuan's 
overtures to him to become the next com- 
munications minister and say that he 
would "serve the people as an MP." 

^We tried to persuade Chamlong to ac- 
cept the communications portfolio, but we 
couldn't convince him," one leading 
Palang Dharma member told the REVIEW. 
In the event, Chamlong's right-hand man, 
Vinai Sompong, took over the portfolio. 

Chamlong runs what critics say is effec- 
tively a one-man party, even though he of- 
ficially gave up the leadership during the 
traumatic days of mid-May, when he led 
bloody street demonstrations to unseat 
unelected military chief-turned-prime min- 
ister Suchinda Kraprayoon. According to 
Palang Dharma insiders, there are now 
plans to reshuffle the party's executive 
board in the next two or three months to 
try to dilute the impression that Chamlong 
is running a one-man show. 

While Chamlong was fending off at- 
tempts by some of his party colleagues to 
persuade him to accept the key communi- 
cations portfolio, other strong personalities 
in the coalition were also proving trouble- 
some. Former military chief Chavalit 
Yongchaiyut, leader of the second-largest 
"angel" party, the New Aspiration Party 
(NAP), insisted on taking the immensely 
powerful position of interior minister. This 
was despite Democrat complaints that the 
portfolio should have been part of its par- 
ty's quota of 18 seats in the 48-man cabi- 
net. By rights the Democrats, who gained 
the largest 79-seat contingent in the elec- 
tion compared to NAP’s 51, should have 
had interior, but Chuan compromised for 
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Chuan interview — p.18 
Conservative choice — p.20 


the sake of unity. 

Even within the Democrat Party, head- 
strong secretary-general Sanan Kachorn- 
prasart held out for a while in his bid to 
become defence minister against Chuan's 
stated desire that the post go to an outside 
military professional — such as outgoing 
Deputy Supreme Commander Gen. Pichit 
Kullavanijaya or retiring Defence Ministry 
permanent secretary Gen. Wanchai 
Ruangtrakul. Although the defence minis- 
ter has never had much direct influence 
over the military — with his duties prima- 
rily confined to policy and budgetary is- 
sues and endorsing promotions — the 54- 





Chamlong spurns cabinet job overtures. 


year-old prime minister was anxious not 
to upset the currently harmonious relations 
between his civilian administration and the 
reformed, but still politically powerful, 
armed forces' leadership. 

AII coalition partners apart from Sanan 
agreed to the potential candidates. The re- 
tired army major-general's appointment in 
the post would almost certainly lead to dif- 
ficult relations with the military leadership 
as Sanan had left the army as a lieutenant- 
colonel after his association with the 1977 
abortive coup headed by Gen. Chalard 
Hiranyasiri — who was later executed for 
murdering a dissenting fellow general. 


FAR EASTERN ECONOMIC REVIEW 


Sanan was also affiliated with, though 
not a member of, Chulachomklao Military 
Academy’s Class 7 — the graduating 
group of 1960. This class produced the 
“Young Turks” who led two unsuccessful 
coup attempts in 1981 and 1985, and were 
the nemesis of Chulachomklao's Class 5. 
Army Commander Gen. Vimol Won- 
wanich is a Class 5 graduate, while Su- 
preme Commander Air Chief Marshal 
Voranart Apichari and Air Force Com- 
mander Air Chief Marshal Gun Pimarnthip 
are contemporaries of the class. The class's 
other leaders, notably Suchinda and former 
army chief Issarapong Noonpakdi, are now 
in disgrace because of their involvement in 
the mid-May military crackdown on pro- 
democracy demonstrators, which left at 
least 52 protesters dead. 

Sanan, an ambitious and controversial 
former agriculture minister, is also re- 
garded as being more in the mould of a 
traditional, vested-interest orientated poli- 
tician than most of his Democrat col- 
leagues. In the event, he was persuaded to 
settle for the Industry Ministry, one of the 
Democrat portfolios which also include 
education and agriculture. 

The coalition, nudged by the influential 
former prime minister 
and present Privy Coun- 
cillor Prem Tinsulanond, 
finally settled on a well 
regarded former cavalry 
officer, Armed Forces 
Chief of Staff Gen. Vichit 
Sukmark, as defence 
minister. A graduate of 
Chulachomklao's Class 2 
and the US West Point 
Military — Academy, 
Vichit was a classmate of 
Pichit. But unlike Pichit, 
he has maintained good 
relations with the still- 
powerful Class 5 officer 
group. 

Vinai's appointment 
to the communications 
portfolio has been ac- 
claimed as a move that 
should keep the clean 
image of the new gov- 
ernment intact. Vinai re- 
signed as an army colonel when Cham- 
long first successfully ran for Bangkok gov- 
ernor in 1985, and served as deputy gover- 
nor until the March general election when 
he won a parliamentary seat. He is de- 
scribed by Palang Dharma members an 
"action man" and extremely honest. 

As communications minister, Vinai will 
be responsible for more than Baht 10 bil- 
lion (US$396 million) in pending infrastruc- 
ture projects, including the installation of 3 
million new telephones and improving 
Bangkok's chaotic transport system. Vinai 
gained experience in handling Bangkok's 
construction and infrastructure projects 
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while serving as the city's deputy gover- 
nor. But more to the point, he promises to 
tackle corruption in a ministry which has 
been traditionally viewed as one of the 
government's richest prizes for corrupt 
politicians. How he handles the job will be 
seen by the public as a litmus test for the 
new administration's avowed campaign to 
run a clean government. 

Following Chamlong's decision to turn 
down any ministerial post, Chuan was evi- 
dently anxious to have at least one leader 
of his two major party allies in govern- 
ment. This may explain why he made a 
"sacrifice" in allowing Chavalit to take the 
Interior Ministry, which also gave the 
former military chief “face” as he broke his 
word not to accept any other cabinet post 
but prime minister. Chavalit may well 
make a good interior minister, if he keeps 


THAILAND 


to the altruistic message his party put out 
during the election. But it also puts him in 
position to politically threaten Chuan, 
given his ministry's all-pervading influ- 
ence. Further, the portfolio will boost his 
party's chances in the next election. 

The appointment of economic ministers 
was a comparatively smooth process, as 
each of the four core parties — Democrats, 
NAP, Palang Dharma and the small Soli- 
darity Party, but not the latecomer fifth 
Social Action Party — were given their 
share of these portfolios. The decision by 
the Democrats to bring in two outsiders — 
bankers Tarrin Nimmanahaeminda as fi- 
nance minister and Supachai Panitchpakdi 
as deputy prime minister — while the NAP 
handed its deputy prime minister slot to 
another non-MP banker, Amnuay Viravan, 
was generally welcomed. 


Chuan: ‘neutral’ a 


Chuan Leekpai launches his government 

with probably more popular expecta- 
. tions than any Thai prime minister for 
. many years. Apart from his lofty inten- 
tion of leading the country along a “new 
democratic path," Chuan has also to ad- 
. dress such fundamental issues as official 
corruption and the military leadership's 
political role. In an interview with the 
Review, Chuan talked about these and 

other issues facing his government. 

Asked how he would ensure that the 
' military leadership maintained its cur- 
. rent politically distant position, Chuan 
said: “I believe the military is a bureauc- 
. racy of the government. We would like 
. to treat them accordingly and we believe 
_ that they will accept that appropriate role 
in government . . . if the government be- 
haves in accordance with parliamentary 
democracy and maintains its activities 
within the process of parliamentary poli- 
. tics, and will not draw the military into 
the controversies that may arise along 

T the way, then I believe the military will 
_ There are high hopes among pro-de- 
mocracy groups and those who suffered 

-in last May's violence that Chuan’s coali- 
. tion will cancel the amnesty decree 
. which pardoned all those, including Su- 
. chinda and military leaders, involved in 
the May violence. Chuan said the decree 
had to be put to parliament for a vote — 
. "but I can tell you, on behalf of the 
Democrat Party, [the decree] will not be 

accepted. It will be rejected." 

On the prospect of corruption in his 
ministries, Chuan was forthright: ^Min- 
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Chuan: forthright on cabinet corruption. 
isters in my cabinet will not engage in 


corruption . . . I will ask the officials in 
various ministries to oppose any politi- 
cians who are engaged in corrupt prac- 
tices. I will do everything in my power 
to make sure that the public is aware of 
how decisions are made. I will find ways 
and means to prevent politicians from 
engaging in building construction con- 
cessions." 

While that may be a tall order, the 
new premier's plan to open a debate 
among all MPs about the size and 
powers of the Senate may be more real- 
istic. Politicians from most parties have 
been critical of the fact that the 270 sena- 
tors, largely military figures, are ap- 
pointed, and that they have the power to 
hold up lower house legislation. "I be- 
lieve that the number of senators should 
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One possible area of policy differences 
among the coalition leadership is foreign 
affairs. The post of foreign minister went 
to Palang Dharma’s first-time MP Prasong 
Soonsiri. As a former head of the National 
Security Council and secretary-general to 
Prem when he was prime minister, 
Prasong has definite ideas about how 
relations with neighbouring Burma and 
Indochina in particular should be han- 
dled. 

Prasong has previously been close to 
senior US officials, and during the election 
campaign he reflected Washington's views 
when he said he wanted Thailand to adopt 
a more critical stance towards the Burmese 
military regime. This emphasis is at odds 
with Chuan's stated policy of continuing 





Bangkok's "constructive engagement" 
policy towards Rangoon. a 


be reduced, and the role of the Senate 
should be only as a scrutinising body, 
rather than having a political role,” 
Chuan said. 

At the same time, Chuan said he was 
keen to decentralise from Bang- 
kok to the provinces. Part of the plat- 
form of the Democrats and some of its 
coalition is to give more power 


; to local authorities but, as Chuan 
5 pointed out, differences remain among 
= the parties over how this can be 


achieved, particularly on the issue of 
introducing elections for provincial au- 
thorities. 

On the central issue of maintaining 
and improving Thailand's comparatively 
robust economy, Chuan agreed that his 
government would carry on previous 
policies to support free trade and liber- 
alisation. "We will certainly emphasise 
the issue of fair competition and distri- 
bution of wealth fairly to the majority of 
the people," he said, adding that "distri- 
bution of income will be given priority." 
This statement was obviously intended 
to assure the many social critics who 
point to the lopsided concentration of 
wealth in Bangkok. 

Chuan said his government would 
basically continue Thailand's previous 
foreign policies, while s ing the 
country's role within Asean. Asked 
about Bangkok's "constructive engage- 
ment" policy towards the military re- 
gime in neig Burma — a stance 
much criticised in the West — Chuan did 
not indicate any substantial change: "We 
believe that we are in a position to serve 
as a bridge between the outside world 
and the Burmese . . . so the Burmese will 
understand the tions and opin- 
ions of the world while the world under- 
stands and appreciates the problems in- 
side Burma." m Rodney Tasker 
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Ford New Holland has 
the financial strength and 
industrial stature to meet 
a farmer’s every need. 

Range: Tractors 
from 8 to 470 hp, suited 
for work in any environ- 
ment, combine harvesters 
and specialized equipment 
for haymaking and har- 
vesting. Over 70 basic 
models, each character- 
ized by a unique level of 
productivity. 

Quality: At Ford New 
Holland, “total quality” 
means a process of con- 
tinuous improvement, 
extending from design to 
production, and includ- 
ing collaboration with 
customers and dealers. 

Technology: The 
incorporation of 
sophisticated 
electronic 


systems, the use of state- 
of-the-art materials and 
an ongoing quest for 
alternative fuels ensure 

a steady increase in 
agricultural efficiency. 

Reliability: A net- 
work of over 5,000 
dealers is distributed over 
150 countries. Offices, 
factories and warehouses 
are linked by a global 
communication network, 
guaranteeing both 
prompt shipment of 
replacement parts and 
impeccable service. 

The reasons for 
believing in Ford New 
Holland are the reasons 
for growing with 
Ford New Holland. 
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THAILAND 


Conservative choice 


Technocrats take top cabinet economic posts 


By Paul Handley in Bangkok 


ny doubts about whether Chuan 

Leekpai would keep to the liberal 

economic policies of the previous 
Anand Panyarachun government should 
be cast aside. "Those were the Democrat 
Party's policies before Anand came," 
Chuan pointed out. 

Although the new Thai prime minister 
has admitted he is not strong on macro- 
economics, his five-party coalition has 
nominated a strong team of respected 
former technocrats to the cabinet who are 
not expected to stray from the course es- 
tablished by previous governments. 

If anything has changed, it is a more 
concerted effort to deal with the wide dis- 
parity of incomes between Bangkok and 
rural areas and the overcentralisation of the 
economy in the capital. One result of this 
policy could mean a significant increase in 
government spending on long-term devel- 
opment projects. 

The most telling signs are the appoint- 
ments of Supachai Panitchpakdi and 
Amnuay Virawan as deputy prime minis- 
ters in charge of economic policy. Although 
the two men are currently employed in the 
banking sector — Supachai is president of 
Thai Military Bank and Amnuay is execu- 
tive chairman of Bangkok Bank — both 
gained more experience as economic man- 
agers in the government. 

Supachai was a rising star in the central 
bank when he left to go into politics in 
1986. He became a Democrat MP for one 
term and served as deputy finance minis- 
ter. After losing in the 1988 polls, he was 
taken into Thai Military Bank to help re- 
form and modernise it. 

Amnuay worked for two decades in 
government economic planning and man- 
agement, mainly in the Finance Ministry. 
After leaving the bureaucracy in 1977, he 
returned for a short stint as finance minis- 
ter in 1980-81. He is also a specialist in in- 
ternational trade and Gatt. 

The two men will be working with Fi- 
nance Minister Tarrin Nimmanahaeminda, 
a former president of Siam Commercial 
Bank. The choice of Tarrin was applauded 
in the business community and the eco- 
nomic branches of the bureaucracy. 

Rounding out the team are several other 
experienced technocrats. Savit Bhotivihok, 
a first-time Democrat MP and an economic 
adviser to Chuan, was a senior member of 
the government planning agency for sev- 
eral years. And new Communications Min- 


ister Vinai Sompong had an impressive 
record as deputy governor of Bangkok in 
the late 1980s. 

Chuan's new team has been left a 
healthy economy by Anand's caretaker 
administration and, as fiscal conservatives, 
they should be able to keep the country on 
an even keel. That said, there are not many 
pressing macroeconomic issues that have 
been left by the Anand government for 
Chuan's team to tackle. 

Their main task, Savit said, will be to 
strengthen Thailand's long-term interna- 
tional competitiveness, which includes fol- 
lowing through on over US$10 billion in 
infrastructural projects started by previous 
governments. It also means assessing Thai- 
land's position in the numerous interna- 
tional trade and economic groupings, in- 
cluding following Anand's lead in build- 
ing the Asean Free Trade 
Area (Afta), he added. 

Chuan has expressed 
strong support for Afta, 
which is to be formally es- 
tablished at an Asean eco- 
nomic ministers meeting 
in October, but did claim 
that an exception be made 
for palm oil in its fast- 
track list of products on 
which import duties 
should be cut. Palm oil 
plantations are the liveli- 
hood of many people in 
southern Thailand, where 
the Democrats are based. 
The industry is currently 
seriously threatened by 
cheaper imports from 
Malaysia. 

Savit said the other 
crucial task the coalition government will 
have to deal with is rural poverty and un- 
balanced income distribution. Heavy in- 
vestment concentrated around Bangkok 
over the past five years has overloaded the 
central region's infrastructure and drawn 
heavy flows of job-seekers from the prov- 
inces. Those who have remained in the 
countryside have seen little benefit from 
the post-1986 economic boom. This un- 
healthy urban-rural division is one of the 
main causes of the political instability that 
has shaken Thailand over the past two 
years. 

Both the Democrats and the coalition's 
second largest partner, Chavalit Yong- 
chaiyut's New Aspiration Party (NAP), 
made the widening income gap between 
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Anand: liberal legacy. 


town and country a key campaign issue. 
Chuan has said the Democrats will be 
pushing a land reform plan to deal with 
the millions of poor Thai farmers now till- 
ing badly degraded state-owned forest 
land. He also told the REVIEW that they will 
resurrect a proposal for an agricultural 
council to oversee and coordinate develop- 
ments in the farming sector. The plan was 
considered in the first Anand government, 
but ultimately turned down. Chuan also 
said investors will be offered far greater 
incentives by the Board of Investment to 
move into the provinces. 

The NAP will probably add to these ef- 
forts by emphasising the development of 
better water supplies for farmers in dry 
areas, especially in the country's avid 
northeast. 

Savit also said the government will 
have to make a bigger push to develop in- 
frastructure in poor rural areas that can at- 
tract job-creating investment away from 
greater Bangkok. Utilities and transport 
bottlenecks, in particular, will have to be 
overcome. 

Any initiative in this direction would 
represent a break from policies imple- 
mented, or encouraged, over the past five 
years. From the mid- 
1980s, the government 
used a variety of conces- 
sions to push the private 
sector into taking up 
much of the country's in- 
frastructure development. 
While this helped trim 
Thailand's foreign debt 
and instill some efficiency 
into the public services 
sector, Savit said the gov- 
ernment now had to take 
the lead — particularly in 
rural areas where the 
long-term economic re- 
turns on such capital out- 
lays would not be attrac- 
tive to private investors. 
"The government must 
take the initiative," he 
emphasised. 

With the new administration likely to 
increase government development spend- 
ing, some bureaucrats and individuals in 
the private sector are mildly concerned 
over the possible departure from the thrifty 
ways of the past few years. One senior bu- 
reaucrat pointed out that another new 
deputy prime minister, Boonchu Rojana- 
satien, presided over a massive and waste- 
ful programme of government spending 
while in the same job during the early 
1980s. 

Savit, however, insisted that nothing 
would be done to sap the country’s fiscal 
and monetary strength. Given the group of 
fiscal conservatives now in charge of the 
economy, this is unlikely to prove à major 
concern. * 
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Then it's time to book with 
Nedlloyd Lines. 

Being one of the world's 
largest and most innovative 
shipping companies, we 
have made it our task to 
recognize new market 
changes and exploit them for 
you. 
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between Europe and the Far 
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As from January 1992 we 
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Far East - Europe or Europe - 
Far East service. 
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PHILIPPINES 


Targeted for ransom 


Kidnap gangs terrorise ethnic Chinese 








By Rigober By Rigoberto Tiglao in Manila a. 


Wy arely three months after he took 
B office, President Fidel Ramos is fac- 

ing a law-enforcement nightmare 
that will not only test his credibility but 
could also have long-term repercussions on 
his country’s economic growth. After all, 
the threat of money-or-your-life kidnap- 
pings is hardly the best way to attract capi- 
talists. 


Apart from the half-dozen coup at- 
tempts against the Corazon Aquino presi- 
dency, the single most damaging blow to 
Manila’s attempts to attract foreign invest- 
ment in the late 1980s was the kidnapping 
of a Japanese Mitsui Co. executive in late 
1986. The executive's six-month or- 
deal helped frighten off business- 
men in the midst of a massive Ja- 
panese investment drive in Asia. In- 
stead, many of these investors 
turned to the relative stability of 
Thailand and Malaysia. 

Under Ramos, a wave of kid- 
nappings aimed at the ethnic Chi- 
nese community — the most dy- 
namic of Philippine capitalists — has 
again blighted the Philippine's im- 
age just as investors from cash-rich 
Taiwan and Hongkong are surging 
southwards into Asean. Many Chi- 
nese-Filipinos have been reported to 
have left the country or suspended 
their investment plans. 

Investor confidence has been fur- 
ther damaged by widespread per- 
ceptions that some military and po- 
lice officials are involved in the 
kidnappings. Further, Ramos — for all his 
harping on law and order and his highly 
publicised creation of the Presidential Anti- 
Crime Commission (PACC) after taking of- 
fice in July — is not seen to have done 
enough to end the lawlessness. 

"You can sense the fear here in Binondo 
[Manila's Chinatown]," businessman Alex 
Tee said. "How can we do business, when 
we are afraid we might be the next target? 
Even small businessmen are afraid. Sev- 
eral of the kidnapping cases involved ran- 
som of only a hundred thousand pesos," 
he said. 

No other issue has proved to be more 
damaging to the image of the Ramos ad- 
ministration and to the Philippines' invest- 
ment prospects. “Most of us [Chinese-Fili- 
pinos] are convinced that it is all up to 
Ramos," said Teresita Ang See, editor of a 
monthly Chinese-Filipino newspaper. 


"There is a belief that Ramos is fully aware 
of how to tackle the problem, and who to 
go after. Yet, for some reason, he seems 
powerless to crack down on the kidnap- 
ping syndicates," See says. 

As if to underscore that perception, the 
kidnap gangs have defied the Ramos ad- 
ministration, too. In July, Vice-President 
Joseph Estrada, who chairs the PACC, 
promised to go after the criminals "to the 
last man." Soon afterwards, Estrada's Chi- 
nese-Filipino godson was kidnapped in 
San Juan municipality, where Estrada had 
been mayor for more than a decade. 
Estrada's son Joseph Ejercito Jr is the cur- 
rent mayor. The victim was released after 
payment of an undisclosed ransom. 





Estrada parades the Hongkong oonneolon. 


On 24 September, a day after Ramos 
vowed to use all his governments' re- 
sources to halt the crime wave, the kidnap- 
pers struck again, abducting the daughter 
of a Chinese-Filipino garment manufac- 
turer. 

Although some victims are averse to 
reporting to the police, there is no doubt 
that kidnappings are on the rise. Police 
intelligence reports counted 13 cases in 
1989 and 32 in 1991. This year, 25 kidnap- 
for-ransom cases had been reported up to 
the end of July. The monthly Chinese- 
Filipino newspaper Tulay claims, on the 
basis of interviews, that there were 26 
kidnap cases within the Chinese commu- 
nity since August and that a total of P50 
million (US$2 million) was paid in ransom. 
The highest single payment was P15 mil- 
lion. 

What really panicked the Chinese-Fili- 
pino community was the torture-killing of 
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two kidnapped college students, Myron 
Uy and Kenneth Go, after a P1.7 million 
ransom was paid. PACC agents had en- 
gaged the kidnappers in a gunbattle at the 
scene of the payment. The gang apparently 
murdered the two victims as a warning to 
the community against future cooperation 
with the police. 

An official of the Chinese-Filipino or- 
ganisation Kaisa para sa Kaunlaran (Unity 
for Progress) told the REviEw: “What has 
frightened the community is that the inci- 
dents dramatically increased right after [13 
August when] Ramos suspended Philip- 
pine National Police director-general Cesar 
Nazareno from his post and announced 
that he would revamp the police force. 
Many of us think there is some kind of 
connection to this," he added. 

The official's oblique remark reflects 
widespread belief in Manila that the kid- 
nap gangs — comprising at least four sepa- 
rate groups — involve both military and 
police officers. 

According to un-named kidnap victims 
interviewed by Tulay, the sophisticated 
communications equipment and 
weapons used by the kidnappers 
pointed to military involvement. 
Manila newspapers have also re- 
ported the account of a kidnap vic- 
tim who claims he saw some of his 
erstwhile captors in the military 
camp where he had gone to make a 
report. Estrada lent substance to 
such allegations when he had two 
police majors taking part in a PACC 
press conference arrested on suspi- 
cion of being linked to kidnap 
gangs. 

The PACC — touted as the answer 
to the kidnappings when Ramos 
created it — has so far proven to be 
a failure. Sources in the Chinese 
community say that even police of- 
ficers have been criticising Estrada 
as "totally unfit" for the job. Ethnic 
Chinese trust in the PACC plummeted 
when Estrada in early August publicly dis- 
closed the name of a kidnap victim who 
had agreed to help the PACC — after 
Estrada had promised he would remain 
anonymous. The victim, a businessman, 
has since left the country with his family. 

A source close to Estrada claimed that 
the vice-president is convinced that the kid- 
nap gangs have an informer among the 
police officers serving in the PACC. 

See claimed that Tulay's initial investi- 
gations showed that the kidnappers had 
Hongkong connections, with one gang 
member identified as a former police of- 
ficer in the colony. "Many of the early vic- 
tims told us that payment of ransom was 
[made] through telegraphic transfers to 
bank accounts in Hongkong," See said. 
"Later on, however, ransom was de- 
manded in cash, which means that the kid- 
nappers are local." * 
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CHINA-TAIWAN-HONGKONG 


A matter of trust 


Panelists scrutinise three-way relationship 


hina's relations with Taiwan and Hong- 
C kong are overshadowed by diplomatic ri- 

valry, political tension and a pervasive 
lack of trust. Yet at the human level the three 
continue to draw closer together. On 17 Sep- 
tember the REVIEW organised a panel discus- 
sion on the triangular relationship in which the 
participants were: Tsang Tak-sing, editor of 
Hongkong's Ta Kung Pao newspaper and a 
member of China's National People's Congress, 
Joseph Cheng, dean of humanities and social 
studies at the City Polytechnic of Hongkong, 
and Diane Ying, founder of Commonwealth 
magazine in Taiwan. Frank Ching, the 
REVIEW'S arts & society editor, acted as the 
moderator. Excerpts from the speakers’ presen- 
tations and the subsequent general discussion: 


Cheng; | believe one has to be aware 
that full democracy in Hongkong is a 
rather distant goal. There are very impor- 
tant things that can be done within the 
framework of the Basic Law such as an in- 
dependent secretariat for the Legislative 
Council, a well defined and powerful com- 
mittee system in the legislature, a truly in- 
dependent and powerful election commis- 
sion. All these can make tremendous dif- 
ference within a decade or so. 

Obviously there are many problems in 
the final years of the transition. The major 
issue is that there are still tremendous mu- 
tual suspicions between Peking and Lon- 
don. Take, for example, the civil service. 
The Chinese leaders have been making as- 
surances to the civil servants in Hongkong. 
They are told that their past mistakes will 
be forgotten. But then some civil servants 
here said ‘We haven't made any mistakes. 
What have we done wrong?’ So, there is 
certainly a communications gap here. 

Taiwan has made it clear that it is inter- 
ested in the stability and peaceful evolu- 
tion of mainland China, 
and this exactly fits into the 
interests of Hongkong. So 
we have common interests. 
We are also interested that 
economic interaction will 
bring about a greater re- 
spect for the international 
norms of the rule of law 
and of human rights, 
throughout the three Chi- 
nese communities. 

Ying: The word confu- 
sion is really a good word to 
describe the situation. If you 
turn on the television in Tai- 
wan you almost feel that the 
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Taiwan's Ying. 


two Chinas are now unified. 
You can see all the big Pe- 
king movie stars on the Tai- 
wan screen. And then you 
also see the businessmen, 
listen to them talking. For 
them it is so easy to make a 
trip to Shanghai or Peking, 
almost like flying from Tai- 
pei to Kaohsiung. This kind 
of conversation gives you 
the impression that it is al- 
most one, unified. 

But on the other hand 
when President Bush de- 
cided to sell Fl6s to Taiwan, 
there were such fierce pro- 
tests from Peking. And 
then, when Taiwan got recognition from 
Niger, a few weeks later Peking sort of put 
pressure so that South Korea broke rela- 
tions with Taipei. So in the diplomatic and 
military fields you see the relationship is 
very confrontational and very nervous. 
There is no trust at all. 

Now maybe 3.5 million Taiwanese have 
visited the mainland in the past five years. 
All this travelling has taught them some- 
thing. There is a growing feeling that they 
do not want to live under communism. 
They want to travel there, but they do not 
want to be ruled by this kind of system. 

Taiwan now is going through a big 
transition from authoritarian rule to demo- 
cratic rule. So in Taiwan people start to 
think the decision process should be by the 
people and not by the top authorities. 

Tsang: What we are seeing is an eco- 
nomic integration between Hongkong and 
mainland China and also, to a lesser de- 
gree, Taiwan. | have just returned from a 
trip to Guangdong and the purpose of the 
visit was to listen to a report by the Guang- 
dong government about 
their plans to catch up with 
the four Asian dragons: 
Taiwan, Hongkong, Singa- 
pore and South Korea. 
They have drawn up a 
plan and they want to do it 
by the year 2010. 

We need a massive in- 
jection of capital, some- 
thing like US$100 to 
US$200 billion up to the 
year 2010. I think the peo- 
ple there realise the only 
way they can do it is to 
continue with the open 
door policy and to give a 
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Hongkong's Cheng. 


bigger role to the market economy. 
We know in the past there seemed to be 
greater urgency for unification. I suspect 


the urgency was because the old guard - 


wanted to see the country united within 
their lifetime. Chiang Kai-shek didn't real- 


ise that goal. Mao Zedong didn't realise 


that goal and I suspect that nowadays uni- 
fication is not that much of 
a priority. With more ex- 
changes now, there is the 
realisation that the people 
of Taiwan are not living in 
hell. There is no urgency in 
unification. 

I am not afraid that if we 
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to decide their future they 


very much a Chinese com- 


there is a greater Chinese- 
ness in Taiwan than in 
Hongkong because it is a 
colony here and in main- 
land China we have gone 
through the Cultural Revolution where a 
large part of Chinese history has been 
wiped out from people's memories, but that 
memory has been carried on in Taiwan. 


When can we expect to see direct semi- 
official trade offices for Taiwan in Peking 
and for China in Taiwan? 

Ying: I think with more exchanges 
across the straits, they will have to have 
legal bodies set up to handle problems. 

Tsang: The problem is that we have 29 
provinces and Taiwan is only one. How do 
you play that into the proper protocol? I 
think there are ways around it. We can 
think through that. 

Ying: I think there is not enough mu- 
tual trust yet for a faster political develop- 
ment. In a traffic jam you see behind the 
big bus words that say baochi juli, or "keep 


a little distance" to preserve safety. I think 


we can use that phrase to describe the 
mood. I think gradual evolution will be 
fine. Just let time decide. 


Is Taiwan waiting to see how things de- 
velop between Hongkong and the main- 
land before it decides on its future? 
Cheng. The major difference between 
Hongkong and Taiwan is that Taiwan 


still has substantial bargaining power. We 


in Hongkong don't and we have to make 
the best of what has been offered, namely 
the one country, two systems model. 
Whereas if you are living in Taiwan you 
may well ask what can China offer that we 
do not yet have. I don't think what will 
happen to Hongkong will have much ef- 
fect on Taiwan. What will happen in China 
will be much more important. 


In the past five years Taiwan has given 


leave the people of Taiwan - 


will become part of the US — 
or Britain. Taiwan is still — 





munity. In some degree 
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more political freedom to the people, 
which has put it a step ahead of Hong- 
kong or China. I would say this is widen- 
ing the gap between China and Taiwan. 
Ying: The official policy of the govern- 
ment in Taiwan now is first, they approve 
of unification. Our president says that 
every day. The condition is to have a free, 
democractic and prosperous state. We 
leave the door open for alternatives. Cur- 
rently I think most people would see main- 
taining the status quo is the best choice. 


Trust is to me a very key question. You 
are in Hongkong. You can see there is no 
mutual trust with the mainland. Does the 
leadership see that as a problem? 

Tsang: There is evidently a lack of trust 
between Taiwan and mainland China. 
There is a lack of trust between the people 
of Hongkong and the Chinese Communist 
Party. Within China itself the leadership 
and the communist party always argue 
that their relationship with the people is 
like fish in the water — Chairman Mao's 
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great saying. I think to a 
certain degree the fish is 
very much out of the wa- 
ter now. 

There is some realisa- 
tion of this among part of 
the leadership, and that is 
the reason why they place 
emphasis on economic 
work, on raising people's 
living standards and try- 
ing to weed out corrup- 
tion. There is a realisation 
that relations have soured. 
The question is whether 
they can improve it after 
the 14th party congress. 

Cheng: | think all Chi- 
nese officials now under- 
stand that the regime has to deliver in or- 
der to survive, and I think this is the begin- 
ning of the foundation of the development 
of trust. The proposed airport at Chek Lap 
Kok has a lot of practical value to Hong- 
kong and to China, but it also has a lot of 


The Tibetan gambit 


By Lincoin Kaye in Peking 

In an apparent bid to exploit splits in the 
entourage of the Dalai Lama and to help 
refurbish China's image abroad, the State 
Council has issued a policy paper enti- 
tled Tibet — Its Ownership and Human 
Rights Situation. The document said Pe- 
king “warmly welcomed” the exiled Ti- 
betan spiritual leader to “return to the 
embrace of the [Chinese] motherland” as 
long as he can “give up his divisive 
stance and recognise that Tibet is an inal- 
ienable part of China.” 

In India, where the Dalai Lama has 
based himself since 1959, the Kashag, or 
Tibetan government-in-exile, immedi- 
ately rejected the offer as disingenuous. 
Talks with Peking can only be conducted 
“without any preconditions,” a spokes- 
man said. 

If the Dalai Lama were to explicitly 
renounce forever all claims to independ- 
ence, according to Tibetan observers, he 
would lose his legitimacy as the embodi- 
ment of worldwide Tibetan aspirations. 
Yet the document puts the 58-year-old 
Nobel Peace Prize winner on the spot. 
His prestige, both internationally and 
among his own people, may be near its 
peak and could wane with time. 

Meanwhile, the very danger he hopes 
to forestall — the economic and demo- 
graphic domination of Tibetans by Han 





Chinese — looms larger each year that 
he nes direct negotiations with Pe- 
king. “China knows that time is on its 
side,” a Tibetan activist admits. 

Far from benefitting Tibetans, accord- 
ing to the activist, southwest China’s cur- 
rent economic development drive 
amounts to “a further act of aggression.” 
Tibetan officials have lately been trum- 
peting their foreign investment incen- 
tives and their plans to formally open 
border trade with neighbouring India. 

“For us,” the activist says, “building 
factories is just like building mosques 
and churches: outposts of an alien, non- 
nomadic culture. Our holy places are al- 
ready littered with Chinese trinket stalls 
and karaokes. Our land is poisoned.” 

The policy paper denounces as “pure 
fiction” Tibetan allegations of industrial 
pollution and nuclear-waste dumping. 
But population pressure alone seems 
bound to compromise the environment 
and shift the ethnic balance. In the next 
two years, up to 2 million people dis- 
placed by the ambitious Three Gorges 
hydro-electric project on the Yangtze 
River may be resettled in the southwest, 
a provincial source warns. 

Border trade, by opening alternative 
markets and transport links, could fur- 
ther stimulate Chinese economic expan- 
sion into Tibet. Post-Cold War India, 
eager to settle its boundary disputes with 
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Pro-Peking Tsang. 


symbolic value. What do 
you think it will take to 
get it moving? There 
seems to be an agreement, 
then a problem, then an 
agreement, then another 
problem. Meanwhile 
there is no airport. 
Tsang: Unless the Pe- 
king government feels 
that the British adminis- 
tration is sincere, it will 
not make concessions on 
the airport. If the Peking 
government is convinced 
that the British adminis- 
tration is sincere, is will- 
ing to accept the Basic 
Law, is interested in 
working together to bring about a smooth 
transfer of power, then the officials 
responsible will be able to say, ‘Yes, 
there is political goodwill. Even if we do 
lose a little we are going to have the 
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airport.' E] 


China and win Peking's backing for an 
enhanced role on international forums, 
cannot be counted on to invest any more 
political capital in the Dalai Lama, a 
South Asian diplomat points out. 

Some in the overseas Tibetan commu- 
nity favour more rapprochement with 
Peking. One of the Dalai Lama's broth- 
ers has met with high Chinese officials 
during repeated visits to Peking in 1991 
— contacts which got him thrown out of 
the Kashag. India-based Tibetan sources 
speculate that one of the goals of Pe- 
king's policy paper was to drive the fac- 
tional wedge still deeper into the exiled 
leadership. 

One staunchly anti-Chinese Tibetan 
visitor from India confesses that "some- 
times I worry that His Holiness, meeting 
constantly with the statesmen of the 
world, could wind up taking too much 
of a geopolitical long view and overlook 
the immediate threats to our people in- 
side Tibet today. It's important that he 
come back home soon, if only for a visit, 
to give us a rallying point and to focus 
world attention on our plight. 

“If he were to apply to visit his home, 
the Chinese would be hard-pressed to 
deny him. He could even undertake not 
to discuss independence, which would 
still be crucially different from a formal 
renunciation. But now is the time to 
come, while our old people still remem- 
ber him devotedly and our young are 
hot-blooded patriots. In a few years, both 
sentiments may have cooled down a lit- 
tle. Nor will any successor to the present 
Dalai Lama be able to command the 
same sort of support," he said. fe 
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SOUTH KOREA 


Identity crisis 


Chinese residents split over switch to Peking 


By Shim Jae Hoon in Seoul 


hen Fu-zhou's luxurious Chinese 
C restaurant at the electronics market- 

place in Seoul's Mapo business area 
is busier than ever these days. It now ca- 
ters not only to longstanding patrons from 
Taiwan but also to staff from the new Chi- 
nese Embassy in Seoul. “Taiwan is Taiwan 
and China is China,” says Chen, a gruff 
old immigrant from China's northeastern 
province of Shandong from where most of 
the 24,000 overseas Chinese living in South 
Korea come from. 

Chen's swift adjustment to the realities 
of diplomatic normalisation between Seoul 
and Peking has embarrassed many mem- 
bers of the ethnic Chinese community, who 
by tradition have been among the staunch- 
est supporters of Taiwan's Kuomintang 
government, though they have no roots in 
Taiwan. 

Chen's shift in political allegiance was 
therefore seen as symptomatic of the po- 





litical schism that overtook the Chinese 
community following the opening of 
Seoul-Peking relations on 24 August. South 
Korean officials believe that the proportion 
of the Chinese community that supports 
Peking has grown to 40%, helped by in- 
creasing contacts with China. 

Before the establishment of diplomatic 
relations, the image of the communist gov- 
ernment in Peking had been mostly nega- 
tive, stemming from memories of China's 
participation in the 1950-53 Korean War 
when hundreds of thousands of Chinese 
troops fought on the side of North Korea. 
In recent years, that image was revived by 
the 1989 Tiananmen bloodshed. To South 
Koreans, this was reminiscent of the 
bloody civil uprising in Kwangju which the 
military put down in 1980. 

But the end of the Cold War and the 
opening of private-sector relations with 
China have restored a measure of warmth, 
with the feeling instantly transmitted to 
Chinese residents in South Korea. Chinese 





Hotel Lotte is the dynamic hub of downtown Seoul. 

An unbeatable location businessmen appreciate. 

There's even more for the businessman: 8 executive floors with bilingual assistants and all the 
office hardware and support to get right down to business. 

We offer 23 restaurants and bars. And a health club that's a legend in the Orient. All to keep 
you at your peak. 


Save precious shopping time next door at the Lotte Department Store and Duty Free Shop. 


Member in Seoul, Korea 


HOTEL LOTTE GY armo Hom (t 


For Reservations: New York: (201) 844-1117, Toll Free 800-22 LOTTE, LA: (310) 540-7010, Toll Free 800-24 LOTTE, London (071)323-3712/4 
Hotel Lotte: C.P.O. Box 3500 Seoul, Tel: (02) 771-1000, Telex: LOTTEHO K23533/4, Fax: (02) 752-3758, Cable: HOTELOTTE 





in South Korea who are returning to visit 
their homeland irrespective of political af- 
filiation have played the role of middle- 
men between the two countries. 

The strong feelings provoked by Pek- 
ing's replacement of Taiwan were graphi- 
cally demonstrated by the 23 September 
takeover of the embassy site in Seoul's 
Myongdong business district. Taiwan at- 
tempted to beat the takeover by selling off 
the site before China moved in. 

But this provoked a howl of protest, not 
only from Peking but from the local Chi- 
nese community, which argued that the 
embassy site belonged to all of China. First 
established by Oing dynasty prime minis- 
ter Yuan Shih-kai at the end of the last cen- 
tury the embassy site is estimated to be 
worth USS600 million. 

This unsuccessful effort to sell the em- 
bassy only hardened Peking's resolve to 
leave nothing for Taipei when the diplo- 
matic shift came. Thus, apart from the em- 
bassy compound, several other properties 
— including a sprawling primary school 
— will be transferred to Peking's owner- 
ship. 

Estimates for aggregate value of these 
properties range from US$1-2 billion, mak- 
ing them the Kuomintang’s most valuable 
overseas property holdings, according to 
some Taiwan sources. It was these esti- 
mates which fired Taipei officials to accuse 


_ President Roh Tae Woo of "buying" Pek- 


ing's recognition with "economic aid" of 
US$2 billion, said a Taiwan source. South 
Korean officials reject any suggestion of 
promising aid in exchange for recogni- 
tion, such as the US$3 billion economic 
package it offered to the former Soviet 
Union in 1990. 
Rival claims over some properties are 
expected to lead to acrimonious disputes 
itting the new embassy against members 


| of the local Chinese community. Most of 


the trouble is likely to centre on properties 
dating from after the Qing period. 

The high school in Seoul, for example, 
was bought by the Taiwan embassy in 1964 
and held under the embassy's name be- 
cause of South Korean laws prohibiting 
foreigners from possessing more than 200 
pyong (660 square metres) of land. A more 
complicated case is a Chinese high school 
in the port city of Inchon which sits on land 


| owned by the embassy but has buildings 


| registered in the name of a local 


| Kuomintang member. 


| 


Even more contentious for members of 
the Taiwanese community is the prospect 
of their children being educated by teach- 
ers from China using textbooks approved 
by the communist party, says Li Tsai-fang, 
a prominent Taiwan journalist based in 


| Seoul. Espousal of communist ideology 


goes against the spirit of Seoul's National 
Security Law, which bans unauthorised 
contacts with communists or their organi- 
sations. * 
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By Michael Vatikiotis in Ipoh 


etie monis eame anna bai m este a heu A AANA meaane nen MH m OTANI EM eme emm eese memento 


orking out of his briefcase like 
some travelling medicine man, 
Quy Datuk Seri S. Samy Vellu, the 
' Jeader of Malaysia/s Indian community, 
- holds an impromptu clinic. Petitions, re- 
. quests, pleas for help are pressed in his 
hand or waved in his face. Every so often, 
_ the president of the Malaysian Indian Con- 
gress (MIC) reaches into his wallet to keep 
his petitioners happy. 

- “The problems of the Indian commu- 
oe nity are endless,” remarks an aide. He of- 
« fers an example, a letter from a student ask- 
. ing Samy Vellu for money to pay his first 
. years overseas college fees. He promises 
to return with his law degree to “help the 
_ struggling Indian community." 

«The scene at a recent MIC meeting in 
* Ipoh, capital of Perak state, captures both 
. the strengths and weaknesses of Samy 
©- Velly’s flamboyant leadership. On the one 
hand, observers say, the centralisation of 





shares row spotlights controversial Indian leader 


patronage assures him concrete support at 
the grassroots level. But his uncompromis- 


ing political style has bred resentment . 


within the broader Indian community. 
Many feel that his preoccupation with 
grassroots support actually hinders the 
economic advancement of the Indians, who 
comprise about 10% of Malaysia's 18 mil- 
lion population. 

Samy Vellu, who is also minister of en- 
ergy, telecommunications and post, will 
stand for re-election as party president on 
17 October under the shadow of a police 
investigation into allegations that he hi- 
jacked 9 million Telekom Malaysia shares 
allocated by the government for the Indian 
community. 

Samy Vellu's style both within the MIC 
and his ministry has made him one of the 
more controversial figures in the cabinet. 
Loud and brash, he has been called "an 
overall embarrassment to the government" 
by his critics. They cite a string of troubled 
government projects with which he has 


It was just a matter of time, really. Well, money, 
.. too. Our new double- Stack high cube service to 


Midwest t markets s saves you both. The easy geeess e. 


ee 1, including the North-South — 
1 ghway and the Pergau dam project in 


Kelantan state. Within the MIC, the possi- 


bility that shares meant for the community 
were diverted has incensed many ordinary 
members who sank their meagre savings 
into Maika, the investment arm of the MIC. 
It is alleged the 9 million shares were 
meant to be allocated to Maika. 

But even his detractors admit that for a 
long time Samy Vellu seemed to have the 
ear of Prime Minister Datuk Seri Mahathir 
Mohamad, and has managed to translate 
strong grassroots following from the In- 
dian community into lasting support for 
the ruling National Front coalition to which 
the MIC belongs. 

In an interview, Samy Vellu told the 
REVIEW that despite the Telekom shares 
investigation, he was sure he had the con- 
fidence of Mahathir. Sources close to him 
blame cabinet colleagues for the difficulties 
he now faces. Samy Vellu himself admits 
that opposition within the party is strong, 
but the sources say this is not the reason 
his position is threatened. 

Potential challengers say they are wary 
of running against Samy Vellu because of 
the support he has accumulated at MIC 
branch level Using his vast presidential 
powers, he has closed down branches loyal 
to his opponents and increased those led 
by his own henchmen. He claims the MIC 
















élection is more demo- - 
-eratic than that by other 
“parties because it is held 

at the branch level, in-.- 
stead of using a delegate - 
system. His opponents. 
say he has built a water- 
tight vote bank by seed- 
ing the estimated 40,000 
branch-level voting com 
mittee members with his 
men. 

Money politics ale. 
plays a role. The deep- 
wallet routine in Ipoh is - 
just one manifestation of | 
what his critics describe | 
as a one-man clearing. 
house for patronage. "He 
is the only one who disburses grants. There 
is no committee, no evaluation," charges 
one opponent. As a cabinet minister Samy 
“Vellu is eligible for M$500,000 (US$200,000) 
in annual discretionary funds for "minor 
development projects.” But MIC sources say 
that whatever he appears to hand out from 
his own pocket later shows up on MIC ac- 
counts. 

More worrying for some in the broader 
Indian community is the corrosive effect 
they believe Samy Vellu's style of poli- 
tics has had on the economic position of 
the community. They argue that attempts 


It’s just another example of how far we'll go 
to offer you the most efficient service on the East 
Coast. And we'll be able to go even further soon, 
thanks to our current $400 million expansion. it's 
growth that will give us another 500 acres and an 
additional 4,300 feet of berthing space. We've also 








to mobilise resources on behalf of the Indi- 
ans have been bungled; that the Mic’s 
current economic, social and political strat- 
egy is motivated by little more than a need 
to maintain support for the party leader- 
ship. 

Datuk Dominic Puthucheary, an MP for 
the multiracial Gerakan partv, considers 
the main problem facing the Indian com- 
munity to be economic. His constituency 
in Penang has a large Indian population. 
Most of them live in housing schemes on 
the urban fringe, the remnants of old rub- 


ber estates. In the past they worked on 
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ane just was a modicum of: 
CAN'T GET OF welfare. But today 
THE “belong to an unde 
















class,” Puthucheary s 
because of a combinati 
of factors — reduced em 
ployment on plantation 
government policies: 
vouring the employme 
of Malays and poor « 
cation, «d 
Rather than blame 
policies tailored to help- 
ing rural Malays escape 
poverty, many Indian 
accuse the MIC of ignor- 
ing their problems for the 
sake of preserving. it 
vote bank. As much as 40% of the com 
munity still work in the plantation sector, 
a task for which their forebears were 
recruited in their thousands under Brit- 
ish colonial rule, mainly from southern. ins 
dia. | 
Critics say the MIC has not helped Indi- |. 
ans move in step with the country's grow- 
ing prosperity. "Our equity position has 
stagnated at around 1% in the past 20. 
years," said a senior MIC official. Many crit. 
ics point to the failure of Maika to effec- 
tively mobilise the community's capital. 
Maika's current assets are estimated at 
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falays and the Chinese] and I would say 
Ye gap is widening," said an Indian social 
Orker. "The private sector favours Chi- 
nese, the public sector favours Malays, and 
because we lack motivation, we end up 
much as we were when we came to this 
country, basically as labourers," he said. 
~The cure for this social and economic 
malaise, many feel, is better education. 
They would like to see the MIC place less 
emphasis on Tamil-language schools and 
promote schooling in the Malay-language 
system to enhance the competitiveness of 
rural Indians. Mic leaders hold up the 
schools — 540 of them supported by a M$3 
million government allocation — as evi- 
dence of their concern for the community. 
But critics say the schools hinder the up- 
ward mobility of rural Indians and serve 
only to fill the ranks of the Mic. “They are 
an ideological crutch for the MIC," says 
Puthucheary. 

- The problem for the MIC is that over the 
years it has come to rely more and more 
^on rural Indians for support. The early 
- leadership of the party, founded in 1945, 
reflected the intellectual and largely social- 
|. Ist aspirations of the urban elite. Over the 
_ > years, their reluctance to become involved 
-. in Malaysia's racially complex politics al- 
|. jenated them from the party. The MIC head- 
v ed off to the rural areas because, after inde- 
pendence in 1957, it was votes rather than 
|... polemics which counted. "The middle 
_ dasses saw the MIC as the party for estate 
«e workers," says an Indian commentator. 
^.^ MIC leaders dismiss their detractors 
~~ among the urban professional classes as 
armchair critics. "Ihey do not see how 
things are improving at the lower levels," 
said Sithambaran Ganapathy, a Samy Vellu 
aide. Samy Vellu argues that without Tamil 
schools many Indians would not have any 
. Schooling at all. "In the old days, estate 
"workers hardly sent their children to 
. School. Now they go to Tamil schools in 
o their vicinity." 

.. For all the criticism, Samy Vellu main- 
tains he has served his community well. A 
more objective view is that he inherited a 
party already dependent on support from 
he rural areas, which left him little choice 
but to build on the system. 

No one admits that managing the In- 
dian community is easy. Samy Vellu said 
recently; "The Índians are like crabs in a 
basket. If one crab tries to climb up, an- 
other pulls it down. And if you don't help 
<; them, they say you are useless." But his 
=: opponents contend that with the proper 
«2 Channelling of resources, much more could 
xo have been done over the past decade. In- 
<> stead, they say, Samy Vellu has alienated 
= those in a position to manage Maika's re- 
«. sources or improve the party programme. 
. The big question is whether Samy Vellu 
will survive. The opposition in the MIC is a 
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mixed bag of intellectuals, leading commu- 
nity leaders, and victims of Samy Vellu's 

intolerance of critics and independent 
minds. The leader of this group is MIC 
deputy president Datuk S. Subramaniam 
— also deputy agriculture minister — sup- 


ported by former MIC 
Datuk K. Pathnamaban. 

Samy Vellu's aides say that in recent 
weeks this group has been canvassing sup- 
port to mount a challenge in October. But 
the opposition camp denies this, pointing 
to the futility of any challenge in the face of 
Samy Vellu's vice-like grip on MIC 
branches. Instead, analysts think, the op- 
position is hoping that the Telekom shares 
investigation by the Anti-Corruption 
Agency will compromise Samy Vellu to the 
point where he has to step down. 

More difficult to read is Mahathir's po- 
sition on Samy Vellu. The verv fact that the 
share scandal was allowed to surface hints 
at a loss of favour, a point noted by the MIC 
dissidents. 

The roots.of Mahathir's disappointment 


deputy president 
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with Samy Vellu can be traced to the 1989 
MIC election, when Subramaniam garnered 
41% of the vote in an unsuccessful bid for 
the presidency. Samy Vellu shut out 
Subramanian from the party leadership, 
but later reinstated him — reportedly at 
Mahathir's insistence. This was a period in 
Malaysian politics when the Indian share 
of the national vote counted for more than 
usual because of a split in the dominant 
Malay party of the ruling National Front. 
Samy Vellu's reluctance to accommodate 
his opponents signalled to Mahathir that 
he was unwilling to put the coalition's in- 
terests before those of his own party. 

In the crucial 1990 general election, as 
much as half the MIC vote was cast for non- 
National Front parties as a protest against 

the treatment of Subramaniam. This cost 
the National Front a few marginal seats — 
and Samy Vellu his standing with Ma- 
hathir. For this reason, analysts think, the 
course of the shares investigation, rather 
than the MIC party polls, could well be the 
key to Samy Vellu's survival. m 








MALAYSIA 


The language lobby 


Mahathir in clash over use of Malay 


By Michael Vatikiotis in Kuala Lumpur 


he running debate in Malaysia 

about what language Malaysians 

should speak took a new turn in 
September when the country's leading 
Malay language daily Utusan Malaysia 
came out strongly against promoting the 
use of English. 

Of itself, this comes as no surprise. The 
bastions of Malay social and cultural iden- 
tity regularly sound off on the need to pro- 
mote the Malay language. Malay politi- 
cians are often heard on the same subject, 
even though Malay has been the sole na- 
tional language for two decades. Defence 
Minister Datuk Seri Najib Razak recently 
said the Malay language was experiencing 
a "crisis of confidence." 

At the same time, government officials 
frequently call for English teaching to be 
improved because of falling standards of 
English in the country's Malay-medium 
national schooling system. 

More unusual was the confrontational 
stand taken by the country's largest circu- 
lation newspaper against Prime Minister 
Datuk Seri Mahathir Mohamad. Earlier he 
said that Malaysians calling for the use of 
more Malay at the expense of English are 

“fanatics” who risk undermining the na- 
tion’s development prospects. 

Mahathir took umbrage over calls in the 
Malay press to limit the use of English in 
media advertisements. He said that Eng- 
lish was necessary for Malaysians to com- 
pete commercially and continue to attract 
foreign investment. Soon after returning 
from the early September non-aligned 
summit in Jakarta, he pointed out that even 
in Indonesia more and more English was 
being used. Mahathir was apparently im- 
pressed by a private Jakarta TV station 
which had interviewed him in English. 

Normally Mahathir’s comments would 
have been enough to lay the argument to 
rest. In this case, however, his remarks in- 
flamed the emotions of Malay columnists 
writing in Utusan. “It is more appropriate 
that our economic power should encour- 
age us to elevate national values within the 
country, and not allow us to lose our iden- 
tity like some nouveau riche,” wrote the col- 
umnist under the pseudonym Awang 
Selamat. 

Implying that the promotion of English 
as a tool of development confined Malay 
to the backwoods, the columnist wrote: “It 
is high time we take pride in the Malay 
language, not only because it belongs to 
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the fishermen, farmers and poor villagers, 
but also because it belongs to a nation that 
produced the Proton Saga [the national car] 
and has acquired international stature.” 

No less harsh was Mahathir's riposte, a 
letter to the paper which included a dig at 
the use of English words by the Utusan 
columnist in his defence of the Malay lan- 
guage. “On the one hand Utusan wants the 
national language used for everything. But 
Utusan also agrees that English is impor- 
tant,” Mahathir wrote in characteristically 
acerbic style. 

Analysts say the tone of Litusan’s col- 
umns was unusually strong. A senior gov- 
ernment official said: “the attack was di- 
rect and personal, as if we have abandoned 
Malay.” He explained that policy remains 
unchanged. “We don’t have a second lan- 
guage [other than Malay], but English is an 
equally important language.” 

The issue is culturally sensitive, but also 
reflects deeper concern in conservative 
Malay circles that economic inefficiency 





can be blamed on the use of Malay. A gov- 
ernment official acknowledged “resistance 
among, professional classes to use Malay.” 
The non-Malay communities are also anx- 
ious to preserve the status of English. “This 
is a trading nation. We should never think 
in terms of just using Malay,” one official 
said. 

The fear in academic circles is that if 
English is labelled the language of 
progress, the use of Malay will decline. 
Worse still, for school-leavers now edu- 
cated completely in Malay, there is a dan- 
ger that job opportunities for them will be 
limited. “Soon you will have a situation 
where the better jobs will go those with 
foreign educations and this will cause re- 
sentment,” said a Malay academic. 

Mahathir’s argument is that if the Ma- 
lays improve their economic standing, Ma- 
lay language development will follow. 
“Language is not something you can force, 
but if the race that represents the language 
consists of achievers, their language will 
automatically be accepted,” a cabinet min- 
ister told the REVIEW. 

Meanwhile, the ambiguity of language 
policy is perceived to be hindering the de- 
velopment of Malay as a living language 
in Malaysia. A minister complains that his 

colleagues misuse Malay by thinking in 
English. “The Malay we speak is translated 
English,” he said. x 
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VATIKIOTIS 


Travellers Tales 


ix thirty on a balmy Kuala Lumpur 
evening is a good hour to catch a 
glimpse of the nation’s elite at the 
local convenience store. “Dahling 

.. haven't seen you in ages. When to catch 
up? KL, I know, how dull . . . back to Lon- 
don soon... ." 

In accents acquired at expensive over- 
seas schools, the progeny of privilege prat- 
tle on about the dullness of the Malaysian 
capital and the boredom of school holi- 
days, longing it seems to return to the as- 
sortment of universities, crammers, busi- 
ness colleges and polytechnics that absorb 
thousands of Malaysians in Britain alone. 

All this pining for the temperate North 
is somewhat paradoxical if, as some would 
have us believe, Asians are now more cul- 
turally self-assured, have no use for West- 
ern values and in any case are economi- 
cally much better off at home. 

Add to this news, conveyed by Malay- 
sian Prime Minister Datuk Seri Ma- 
. hathir Mohamad, that the rich coun- 
tries of the North, licking the 
wounds of economic recession, are 
| bent on sabotaging the providence 
of Asian prosperity and you have 
every reason to wonder why so 
many Malaysians — as many as 
24,000 in the US — still yearn for a 
place in Western universities. 

Evidently, the tough stances of 
some regional leaders jar a little with 
reality. Mahathir's recent call for in- 
digenous entrepreneurs to spurn the 
"self-enriching attitude" practised 
by "Western executives" is a case in 
point. 

In an article published in the govern- 
ment-controlled organ, The New Straits 
Times, Mahathir bemoaned what he 
termed the American attitude towards 
profits: "profits must be maximised to 
make the shareholders happy." Malaysian 
executives, he said, were becoming at- 
tracted to the "American business philoso- 
phy. High salaries and perks seem to be 
the objective of Malaysian managers." 

This might be worrisome news indeed 
to the new generation of indigenous man- 
agers, many of whom secured positions on 
the strength of expensive Western 
educations, and were led to believe that 
high salaries and perks were the rewards 
of a booming market economy. “We take 
all this preaching with a pinch of salt," said 
one slightly embarrassed executive. 

And what of the shareholders? Kuala 
Lumpur is a city of shareholders. Small 
talk with strangers is far more likely to re- 
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volve around the vagaries of share prices 
than the weather. A common lift-lobby ex- 
change is the query: "How's the market?" 
followed by the response: "Not so good 
today-lah." Not maximising profits and 
keeping this nation of shareholders happy 
is surely tempting fate. 

Mahathir, of course, is preaching about 
the ill-effects of easy wealth. Years of privi- 
lege for the Malay community has bred 
complacency, not to say arrogance, when 
every educated bumiputra, or indigenous 
inhabitant, knows he is assured of a job, 
share allocations and concessionary loans. 

While better-off Malaysians flock to the 
West to educate themselves, buy Burberry 
and visit Disneyland, Mahathir is urging 
them to emulate the Japanese managers he 
admires. “Earning a lot of money does not 
seem to be the main pre-occupation of the 
Japanese," he writes. The fact that Japanese 
tourists are among the few who can now 
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afford Burberry, and perhaps Disneyland, 
may have escaped him. 

Looking East instead of West for an 
education, a job or a work ethic, has not 
been as easy for Malaysians as the prime 
minister implies it ought to be. Malaysian 
workers in Japan face long hours and cul- 
tural difficulties. Two Malaysians were re- 
cently repatriated from Japan allegedly 
with "mental disorders." As many as 200 
Malaysians a day flock to Japan seeking 
work in the construction and service sec- 
tor. "About the same number return daily 
after finding out that the grass over there is 
not greener," says Michael Chong of the 
Malaysian Chinese Association. 

Japanese investors in Malaysia don't 
make things any easier. There is frustra- 
tion in Malaysian business circles about the 
reluctance of Japanese companies to hire 
local managers. A recent survey by the 
Malaysia-Japan Economic Association re- 
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vealed that not one of the 846 Japanese 
companies operating in the country had a 
single Malaysian in a senior position. 

A recent survey by the Japanese Cham- 
ber of Trade and Industry blamed the lag 
in technology transfer on some of the very 
factors Mahathir argues are missing from 
the Malaysian business scene. The survey 
revealed that Japanese employers were 
frustrated by the lack of "an enhanced 


sense of loyalty by Malaysians to the com- | 


panies they work for.” 

“We don’t have to look to Japan for a 
model,” claims an influential academic, 
Prof. Ungku Aziz. “It is there in Kuala 
Lumpur, Johor Baru and Ipoh — the Chi- 
nese business community.” Apparently, 
many non-Chinese Malaysians consider 
Mandarin Chinese to be the economic lan- 
guage of the future — not Japanese. It is 
becoming fashionable for some middle- 
class Malay parents to send their children 
for a year or two to Chinese schools. 
“Mandarin will be an important tool 
for business in the future,” said one 
Malay parent whose daughter at- 
tends a Chinese school. 

Asking Malaysian executives to 
rethink their business philosophy 
may make sense if the aim is cathar- 
tic rather than ideological. But in 
Malaysia’s plural society, the ten- 
dency is to revel in over-simplified 
cultural stereotypes 

Aziz talks of the Bumiputra cul- 
ture suffering from asymmetry: 
“They are faced with problems of 
people reminding them of their reli- 
gious obligations — Islam — and 
then they are bombarded by lifestyles 
which they feel they should have because 
they are now corporate people.” 
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Perhaps this asymmetry explains the | 


contradictions inherent in some of the offi- 
cial rhetoric. Confronted by the threat of 
political Islam, it pays for Mahathir to 
speak out against materialism. Yet his de- 
sire for a developed, modern Malaysia 
drives him to look for acceptable achieve- 
ment-oriented models. 

The asymmetry manifests itself physi- 
cally too, as when officials press moralistic 
homilies in the glittering ballrooms of 
Kuala Lumpur's brash new hotels, or when 
the symbol of corporate success is a corpo- 
rate jet. One wonders whether the fast- 
spending yuppies — prone to "yukkie" be- 
haviour, suggests one former senior offi- 
cial — are willing to “place national devel- 
opment above everything else in their pur- 
suit of progress." a 
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The other face of Nepal 


ith a business environment which offers foreian 
investors up to 100% equity rights in all but three 
strateaic fields; full repatriation of dividends and profits, 
tax holidays up to seven years and no income tax on 
export earnings, Nepal is well and truly open for business. 

Nepal is a small, land-locked economy with a population of 18 
million and a per capita income of about US$170. The kingdom 
is administered by a democratic government formed from multi- 
party elections held in 1991, and operates within a constitutional 
monarchy. 

In 1990, prior to elections, the country adopted a new con- 
stitution which included the scope for an array of market reforms 
founded on an irrevocable government commitment to privatisa- 
tion. This resulted in the introduction of a wide range of invest- 
ment incentives and safequards for foreign investors. 

The liberalised economic policy aims at increasing the role of 
the private sector and minimising government controls and direct 
intervention. A major policy plank is the facilitation of the flow of 
direct foreign investment into Nepal. 

Cumbersome bureaucratic procedures have been swept away 
in concert with the introduction of streamlined investment proce- 
dures such as the “One Window Policy,” which quarantees inves- 
tors a reply within 30 days of project application submissions. 

The kingdom has not lost sight of its domestic priorities in the 
new economy but sees them as interde- 
pendent, according to Minister of Finance 
Mahesh Acharya. “Our main focus is, and 
always will be, the alleviation of poverty. 
We have to expand social services, espe- 
cially in the rural sector, and we have to 
1992 
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provide employment opportunities," he said. 

Acharya sees the creation of employment openings very much 
as a responsibility of the private sector. “In the past, [previous 
governments] encouraged a regimented policy with tight controls. 
They discouraged real investment in the productive sector and this 
diverted funds to non-productive areas such as real estate. In 
effect, the [previous] government failed as managers.” 

Prime Minister Girija Prasad Koirala in a recent speech re- 
minded both sides of parliament to remain within the parameters 
of the constitution for the institutional development of democracy. 
He implored all to “work for the all-round development of the 
country by keeping themselves above petty politics.” 

These could be seen as generous statements from the leader 
of a party which holds a comfortable 113 seats in the 205 seat 
parliament, but reflect more the determination of both sides of the 
political spectrum to forgo political gamesmanship for the good of 
the country. Nepal has a strong and vocal opposition party befit- 
ting any true democracy and, while differing in ideologies and 
application, both sides are united in their determination to allevi- 
ate poverty. 

Setting up a free-market environment has not been an easy 
task. The agricultural sector still accounts for 54% of GDP and 
has been badly hit by poor monsoons in recent years with less 
rainfall than anticipated, growing by only 0.5% in fiscal 1991-92. 
In the non-agricultural sector, the year-on- 
year growth rate in fiscal 1991-92 was an 
encouraging 6.97%. The agricultural sec- 
tor is expected to rebound with a real GDP 
growth rate of 4.1% in fiscal 1992-93 — 
the non-agriculture sector is slated for 6.8% 
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growth. 
.. Security of investment is guaranteed nde the Industrial Enter- 
rises Act passed by parliament recently. The government has a 
eclared policy of non-interference in determining the price of 
industrial products, seeing its role clearly as a facilitator of an 
open and competitive atmosphere. 
z The kingdom suffered a bout of inflationary pressure in the 
1991-92 fiscal year. The double depreciation of the Nepalese 
ipee (in tandem with India, Nepal's largest trading partner) cou- 
pled with increases in public sector utility prices, as subsidies were 
withdrawn, pushed inflation to 21.1% compared with the previ- 
ous year s 9.8%. 
^50 "We are working to get this down to around 1196 by the end 
of fiscal 1992-93," said the governor of the Nepal Rastra Bank 
_. (the central bank), Hari Shankar Tripathi. "A significant section of 
- inflation was contributed by shortages in food grains caused by a 
^. poor monsoon. Imports of food grains will be stepped up if ne- 
cessary to help stabilise prices," he said. 
-. Fears that the introduction of partial convertibility of the Nepa- 
lese rupee (6596 in March 1992 and now 7596) would seriously 
deplete the kingdom's foreign exchange reserves, which stand at 
around eight months of imports, proved groundless. Tripathi looks 
5 forward to when the rupee is freely traded. "For full convertibility, 
- inflation must come down to around the 
11% mark and the government deficit must 
|... be. substantially reduced.” he said. 
zace. "The user-pay philosophy for loss-mak- 
-* ing government corporations is a fine prin- 
ciple and should be applied. But first there 
“needs to be privatisation to bring about 
better management," Tripathi said. 
Soaking up excess liquidity in the do- 
mestic market and diverting that in the 
direction of the productive and export- 
oriented sector is a key priority in the 
govemment's fight against the public-sec- 
tor deficit and its contribution to inflation. 
“There will be a general reduction of money 
supply by giving less credit to inefficient 
= government corporations and more to the 
^. private sector. Last year the government 
"received 2%, this year it will receive 196," 
he said. 
«^c The success of the policy is beginning 
to show up with exports now accounting 
for up to 1296 of GDP. The excessive for- 
eign exchange surplus will be used to free 
up imports further through additional eas- 
ing of tariff controls which should also have 
the effect of controlling any counter-pro- 
ductive strengthening of the rupee. "It would 
2 short-sighted to loose export competi- 
veness by allowing high inflation and to 
let the rupee out of balance with India,” 
id Tripathi. 
United Nations Development Pro- 
< gramme's (UNDP) resident representative 
rd Jenok Berke said: “Nepal is on the brink 
- of a development surge. Although a least 
4^ development country with a long road to 
- travel, the elected government's dedication 
;.. to improving the lives of the Nepalese peo- 
= ple, and its liberalisation of the investment 
. environment, hold much promise for the 
. future. With an influx of private investment, 
<- and the backing of the international donor 
~ community, there is every reason to look 
<a forward to a bright future.” 
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The major policy initiatives undertaken by the government are 
strongly supported by the World Bank, International Monetary 
Fund, Asian Development Bank, UNDP and several donor coun- 
tries. This support is quantified with an expected 2396 increase in 
donor disbursements this year. 

These moves, combined with a political stability strongly en- 
dorsed by overwhelming government support in recent provincial 
level elections. have given Nepal rock-solid foundations from which 
to promote its drive for foreign investment. “A series of admin- 
istrative procedure reforms have removed the discretionary power 
that used to be with the civil service," said Dr Ram Sharan Mahat, 
vice-chairman of the Economic Planning Council, "and, as a result 
of policy reforms introduced concurrently, we are experiencing a 
flood of requests for the establishment of new industries.” 

The Ministry of Industry Foreign Investment Promotion Divi- 
sion has been working with the UNDP to pinpoint and evaluate 
projects within the kingdom which would attract foreign investors. 

Their efforts have resulted in project proposals seeking foreign 
involvement from more than 80 local entrepreneurs, ranging from 
hotels and garment factories to sericulture and steel works. Pre- 
investment studies were prepared and are available worldwide at 
UNIDO offices for study ahead of an Investment Forum scheduled 
for 30 November-4 December 1992 in Kathmandu. ¢ 


Economic indicators 
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Prime Minister’s statement 


thes taken litle more than a year since Nepal's first demo- 
cratic multi-party elections for the new government to sweep 
away decades of lethargy and to revitalise a moribund economy. 

Nowhere have the achievements of the past year been 
more evident than in efforts by our government in 
introducing a number of bold policy reforms to 
liberalise the economy and to forge a structural 


framework which will attract foreign entrepreneurs 
to invest in the spectacular growth of the non- 
agricultural sector in Nepal. 


. The introduction of a “One Window Policy" to 
provide all services and facilities under one um- 
brella and to fast-track applications (decisions are 
guaranteed within 30 days) for joint-venture or 
10096 foreign-owned projects is indicative of our 
govemment's work in facilitating foreign invest- 
ment in our growing economy. 


TRADE 


Incentives for local and 
foreign investors 


que thrust by Nepal into the world arena of free trade pivots 
on a series of balanced foreign investment, trade and indus- 
trial policies which offer generous incentives to offshore and 
domestic entrepreneurs. The package is underpinned by the gov- 
emment's strong grip on political, macroeconomic and infrastruc- 
tural realities and the kingdom's Eighth Five-Year Plan which sets 
out the requirements for social and economic progress to be 
achieved on a parallel basis. 

Central to all aspects of development is an acceptance by the 
government that the fuel for development lies with the private 
sector and the dynamism and entrepreneurial skills of investors. 

Nepal enjoys trade concessions with almost all major markets 
especially in the West where quotas on manufactured exports are 
almost non-existent. The garment industry is a classic example. "It 
[currently] accounts for less than US$50 million worth of our 
exports," comments Narendra Basnyat, joint-secretary with the 
Foreign Investment Promotion Division. "Yet, the potential to 
increase garment exports sevenfold within a few years is very 
great, as Nepal, unlike most other developing countries in the 
region, does not face quota restrictions. Only the US has imposed 
quotas but this is limited to six categories.” 

Support for the garment industry is 
building up. A spinning mill set up with 
Asian Development Bank investment has 
recently come on stream and there are a 
number of joint-venture proposals looking 
for foreign investment among the projects 
isolated and evaluated for the Investment 
Forum in late November. 

One of the popular myths associated 
with Nepal and manufactured exports is that 
because the kingdom is landlocked, ship- 
ping and delivery costs could write off any 
competitive edge in overseas markets. 
Nothing could be further from the truth. 

Nepal has shipping rights through Cal- 
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Increasing support for garment industry. 
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More than 80 projects, ranging from hotels and cable cars = 


to a sugar processing plant and garment factories have — — 


feasibility studies available for examination. The reports have — 
been prepared by the Ministry of Industry with technical - 


assistance from the United Nations Development Pro- i 


gramme and the United Nations Industrial Development Or- 
ganisation. 3 
His Majesty's govemment and its various insti = 


from 30 November to 4 December 1992, — 
If your company is looking for a stable and — 
accommodating environment with a large - 
inexpensive labour force and generous tax holidays - i 
in which to start new operations, Nepal has — 
everything you could need. $ 


Girija Prasad Koirala _ 
Prime Minister — "s 
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cutta and can usually undercut its near neighbour when it comes 
to production costs. Even now, some Indian manufacturers are 
“trans-shipping” via Nepal to take advantage of concessionary 






access to foreign markets. A lot more sense would be to manu- 


facture in Nepal in the first instance. 


The government sees its role in the field very clearly. It wants — 
to encourage export-related business on a sustained basis through 


a gradual reduction in trade imbalances and, simultaneously, ex- 
pand employment opportunities. 
It is committed to implementing measures to attract foreign 


investment and the transfer of advanced technology and efficient 


management techniques. A Technology Development and Trans- 
fer Agency is being established to support the process of indus- 
trialisation. On the domestic front, priority will be given to invest- 


ment in ventures which provide electricity, water and communi- - 


cation facilities. 

Industries will be given priority for government land to establish 
their enterprises. Land and buildings presently owned by govern- 
ment corporations in industrial estates are to be sold to the private 
sector provided there is some form of guarantee that the sites will 
be used for industrial purposes. Public-sector trading corporations 
will be privatised and no private-sector operations will be nation- 
alised. 

The government has set up a Board of Trade under the direc- 
tion of the Minister of Commerce. Already a number of trade 
restrictions have been scrapped. It is now no longer necessary to 
procure a licence for exports other than for a few specified, 
banned or restricted items. 

The government has introduced a duty 
$ drawback scheme for the refund of import 
: duty paid on raw materials and intermedi- 
; ate goods required for the production of 
t export products and an export processing 
= zone adjacent to the country's international 
airport is expected to be operational by 
mid-1993. 

In the initial stages of industrialisation, 
the Nepal Government has committed it- 
self to participate in joint ventures directly 
in essential industries where the private 
sector is not yet interested. But it has a 
firm resolve that it will be out of the part- 
nership as soon as the industry is able to 
attract private capital. € 






REIGN | INVESTMENT 


Us now easy to set 


^ he introduction of a “One Window System" in Nepal has 
- done away with what is traditionally one of the biggest head- 
s for foreign investors — the seemingly endless number of 


~ An Industrial Promotion Board, chaired by the Minister of 
Industry is charged by the government under the Industrial Enter- 
prises Act to guarantee responses to foreign investment project 
proposals within 30 days of application. 

--' Former industrialist and now State Minister of Industry, Ram 
-=< Krishna Tamrakar, sees the success of the open market policy as 





_. the best safeguard the kingdom can have to preserve democracy. 
“Nepal is a developing country at the primary stage and, without 


? "accelerated industrial development may have a struggle to provide 
_ schools, hospitals, roads, water supply and power," he said. “We 


^ have the resources and the manpower and now we have estab- 


-lished the regulatory environment for the country to achieve its 


-aims through a free-market economy. The ‘One Window System’ 


is indicative of our determination to promote, and then assist, the 
o development of private sector.” 

ts = The Board is made up of senior representatives from the 
- Nepal Rastra Bank and the Ministries of Industry, Finance and 
... Commerce, the National Planning Commission and representa- 
tives from the industrial, commercial and tourism sectors. 

c. [nitial evaluation of applications is undertaken by the One 
_ Window Committee, convened by the director-general of the 


o Telephone 39-2 481- 5522 
Fax: 392 498-5925 





e es Forum will etl | manbaa with the 


sport unity for person-to-person contact with interested © 
ased partners. Feasibility studies on the projects listed _ 
di thers can be obtained ahead of the forum 
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i ustry. “Authority for ber committee’ to make 
bdo ale ie has been officially endorsed by the government. 
“The power and authority relating to the provision of facilities and 
services of the agencies such as Ministry of Finance and its depart- 
ments, Department of Commerce, Nepal Rastra Bank, Depart- 
ment of Immigration etc., will be delegated to the one-window 
committee,” it states in official government regulations. 

The One Window Committee also is required to give assist- 
ance to investors after approval by securing infrastructure facilities 
such as registration, land, electricity, water and taxation advice. 
The specific concessions and entitlements to which the industry is 
entitled will be spelt out in the letter granting approval. 

In practice, the turnaround time for gaining project approvals 
has been less than the maximum allowable 30 days. Local busi- 
nessman, Lochan Gyawali, who recently has set up a joint venture 
with a German company jokes that any delays he experienced 
were a result of him taking a week to answer a simple query. “My 
first application was on 9 July, I had a query back within a week 
but it took me until 23 July to get my answer through,” he said. 
“After that, the approval was granted almost immediately.” 

Application for the registration of an industry following ap- 
proval should be submitted to the Department of Industry within 
35 days — the industry will be registered within 21 days from the 
date of receipt of the application. 

Some examples of approved foreign investment of the more 
exotic nature, include a joint venture with a Japanese company to 
grow snow peas; and more Japanese want to grow tulips. Other 
potential exotics include orchids, chrysanthemurns, roses, etc. 

According to the Secretary of Industry P. P. Dahal, the Min- 
istry is happy to assist industry sectors in coordinating and organ- 
ising training programmes on a demand-oriented basis. “If we get 
the request, we are happy to coordinate and initiate programmes 
through the many privately owned technical institutions in the 
country — we will help to train the trainers," he said. € 
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JOINT VENTURES 


Germans and Thais 
get aboard early 


usinessmen and investors are, by nature, wary of words and 

government promises, preferring to rely on proven perform- 
ance before putting money into new projects. Nepal has an im- 
pressive track record in providing even more than it promises, 
with evaluations and approvals generally taking less time than the 
scheduled allowance. 

There are more than 100 joint venture or technical collabora- 
tion agreements in operation in Nepal, ranging from giant Japa- 
nese and Korean corporations to Asian, North American and 
European companies of all sizes. 

Nepal Ekarat Engineering is a newly established partnership 
between Mudbhary and Joshi Trade Link and Thailand's leading 
transformer manufacturer, Ekarat Engineering. Ajaya Kumar 
Mudbhary and his partner Kush Kumar Joshi were not overly 
optimistic when the decision was made in 1990 to go ahead with 
a joint venture to manufacture transformers up to 1000KVA. 

“Now approvals are completed within a month 
of meeting fairly straight forward application crite- 
ria. And to import raw materials it only requires us 
to take a pro-forma invoice to our bank who then 
issues a letter of credit. The customs department 
does a check on pricing, but that's it," said 
Mudbhary. 

In 1990, one engineer and four supervisors 
were sent to Thailand for a year of training in the 
Ekarat Engineering factory. “It is true that there 
was some [mental] adjustment needed to train 
workers from a cottage industry or agricultural 
background but these problems were not formida- 
ble," said Mudbhary. 

The venture has no difficulty remaining com- 
petitive with foreign imports and, even before 
operations began, had orders worth Rs 10 million 
(US$214,454) from the local companies and is 
expecting more from the Nepal Electrical Author- 


prete the rules 


T epal allows up to 10096 equity ownership in medium-sized 

. Once investment approval is gained 

Mes "One Window System" repatriation rights for equity 

_ sales, dividends, interest and principal of foreign loans and 

. income from transfer arrangements are an auto- 
matic right for foreign investors. Foreign employees (experts) 
can remit up to 7596 of their salaries and in con- 
vertible currency. 

Tax obligations vary but offer generous concessions. The 
government will take steps to conclude agreements with coun- 
tries where there is a threat of double taxation. Interest on 

- foreign loans, royalties and management or technical fees at- 
tracts 1596. Income from exports will be tax exempt. 

Customs duty, excise duty and sales taxes levied on raw 
materials and semi- materials used to produce ex- 
Pon M to D = DC TAA o ipren based ori de 

- quantity and value of actual exports. The concession also applies 

to locally manufactured goods sold for foreign currency to the 
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Ekarat's transformer factory. 
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ity, partly on the back of the Thai parent's reputation for technol- 
oqy. “It was a perfect combination,” said Mudbhary. "We have 
brought in new technology rather than rely on old-style technol- 


ogy. 

Export enquiries have been received from the Middle East and 
the company sees further potential for sales in Bangladesh, Bhu- 
tan, Sri Lanka, the Maldives and Africa as the factory builds up 
to full capacity in the next three years. 

The company has no fears in loosing competitiveness in inter- 
national markets because of added freight costs in shipping through 
Calcutta. “In baht terms, we pay about Baht 2,500 (US$100) a 
month for a supervisor and Baht 1,100 for a semi-skilled worker 
in Nepal. In Thailand, the costs would be Baht 10,000 and Baht 
4,000 respectively. Combined with comparatively less expensive 
overhead cost, it means that we can more than compensate for 
any freight costs,” he said. 

Narayani Management Associates has just completed a joint 
venture with Munich-based Wust Co Ag — a supplier to conglom- 
erate Siemens Matsushita Components GmBH — to sub-assem- 
ble miniaturised electrical componentry for use in such products 
as medical equipment, train controls, earth stations and telephones. 
Wust holds 51% of the equity. 

Managing director of Narayani, Lochan Gyawali, said that 
Siemens initially preferred Wust to award the joint venture to 
Czechoslovakia or to the then Yugoslavia because 
it was not convinced that Nepal was capable of 
producing the goods, despite the production of 
technically perfect samples. Fate took a hand and 
eastern Europe started to look a lot less attractive. 

Gyawali then set about gaining government 
approvals for the project, which will be producing 
exports to ISO 9000 standards. “Applications for 
approvals were very simple,” he said. “I simply 
provided company profiles of the two partners, a 
scheme or outline of our proposed activities and 
a copy of the joint-venture agreement. The whole 
process took about three weeks.” : 

Materials for the sub-assembly will be imported 
from Germany and, while Gyawali would prefer to 
take things more steadily at this stage, orders are 
already firming up. The project is also eligible for 
freight subsidies through Lufthansa and training 
subsidies from the German Government. ¢@ 


domestic market. 

No income tax will be imposed on dividends received from 
investment in industries and, for the business itself, up to 5% 
of gross income shall be allowed as a deductible for charitable 
or social donation and a like percentage for advertising, pro- 
motion and business entertainment. 

Tax and excise concessions ranging from 10-50% are avail- 
able for industries established in defined remote, undeveloped 
and underdeveloped districts except in the case of alcohol, 
cigarettes and bidi. 

Industries are entitled to add 33% to the rate of deprecia- 
tion allowed under the income tax law. Up to 40% of the cost 


provided 
25%. A tax rebate of up to 50% applies to the purchase of 
equipment designed to minimise pollution. 
Nepalese authorities are about to set up a Company Reg- 
istrars Office for the administration of industrial and commer- 
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Manufacturing industries, energy based 
industries, agro and forest based industries, 
mineral based industries, tourism industry, 
construction industry and 
service industry. Over 80 
project proposals sponsored 
by Nepalese private sector 
investors have been identified 
for collaboration with foreign 
partners. These projects are 
being promoted by UNIDO, 
Investment Promotion Service 
offices and the Centres for 
Industrial Co-operation, 
Royal Nepalese Missions overseas and the 
Ministry of Industry. The Forum will 
provide opportunities for face-to-face 
discussions between foreign participants 
and Nepalese. investors on specific projects 
of their choice. Foreign investors are also 
encouraged to propose their own projects 
for investment in Nepal. The NEPAL 


For further information and registration, please contact: 





Director, Industrial Investment Division, UNIDO 
P.O.Box: 300 

1-1400 Vienna 

Austria 

Tel: 43-1-21131-4830 or 4905 






















INVESTMENT FORUM is organised with 
funding from the United Nations 
Development Programme. 


Nepal has recently adopted a 
very liberal foreign 
investment policy, grants . 
very attractive incentives and - 
facilities, offers one of the 
lowest cost locations for | 
investment and providesa . | 
one window facility for 
Speedy approval and . 
implementation of projects. . 
All this is available within a stable and 
secure environment. | 


Foreign companies and. Milérpsted persons 
are invited to attend. the NEPAL 
INVESTMENT FORUM. It will provide you aes 
with very good opportunities for serious 
business discussions. | 


Foreign Investment Promotion Division - 
Ministry of Industry, Singha Durbar 
Kathmandu,Nepal 

Tel: 977-1-216692 

Fax: 977-1-220319 

Tlx:2610 MOI NP 








rahmin in the china shop 





Late -— of US sinologists sings his swan-song 


2 | China: ANew History, by John King — 
< Fairbank. Harvard University Press, 
_ Cambridge. US$27.95. 


V eese i teen — — 


The 84-year-old. John King 
Fairbank delivered the man- 
uscript for this book, his last 
testament, to Harvard Uni- 
versity Press on 12 Septem- 
Bo ber, 1991. He suffered 
heart attack that afternoon and died two 
. days later, thus ending a long and remark- 
able odyssey as a historian of China. Work- 
ing on.his manuscript doubtlessly sus- 
tained the ailing scholar during his last 
years. - 
= Fairbank had a keen sense of his mis- 
ion: to make China intelligible to Ameri- 
cans. Although he spent extended periods 
in China, he never lost his South Dakota 
roots and, to the end, remained an Ameri- 
can pedagogue to whom Cambridge, Mas- 
achusetts was home for more than 60 
years. While he occasionally compared 
China to Europe, his droll wit was at its 
best in the similarities and contrasts he 
= drew between China and the US. 
^. I experienced Fairbank's wit in early 
7.1979 when, as a member of the National 
Security Council staff, I had played a role 
in bringing about the establishment of dip- 
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lomatic relations between the US and 
China. I ran into him outside the Old Ex- 
ecutive Office Building on Pennsylvania 
Avenue and said hello. He knew I was ex- 
pecting a compliment, but instead he re- 
marked with a smile: "Ah, I see you're set- 
ting in motion the next stage of the Chi- 
nese Revolution." He knew that normali- 
sation of relations with the US would have 
both beneficial and destabilising effects on 
China. I remembered his Delphic remarks 
during the demonstrations in Tiananmen 
Square a decade later. 

Fairbank recognised that he had to keep 
up with his own country. As new issues 
and formulations came onto the American 
agenda — women's and gender problems, 
sexuality, human rights, the emergence of 
a civil society — Fairbank swiftly added 
those concerns to his China agenda. His 
scholarship therefore remained refresh- 
ingly relevant to his countrymen. 

In his last work Fairbank not only re- 
counts history but shares his latest musings 
about the great issues in Chinese history 
that gripped him for a lifetime: What were 
the origins of Chinese civilisation? What 
are its core and its enduring features? Why 
did China not continue its scientific and 
technological advances to the Song dynasty 
but rather reach a plateau and slip into gen- 





tle decline? What was the impact of the 
West on China, and what explains the 
largely ineffective initial Chinese response? 
Where do the communists fit into the 
larger scheme of Chinese history? Are they 
an enduring and inevitable outgrowth of 
the past, an aberration or a natural phase 
in the nation’s tortuous path to modernity, 
or maybe all of these? And how should the 
US behave toward China? 

This book joins Jonathan Spence's The 
Search for Modern China as the best over- 
views of China's evolution. Each has its 
distinctive strengths. 5pence is more detail- 
ed, anecdotal and focused. Fairbank is 
more assertive, judgmental and perhaps 
self-conscious in his agenda and analytical 
framework. Both are excellent surveys. : 

When Fairbank entered the China field 
in the early 1930s, his initial view was 
shaped by the traditional Chinese interpre- 
tation of the nation's past. There were 
seven main ingredients: the continuity of 
Chinese civilisation; the cyclical nature of 
Chinese history; the cultural uniformity of 
the vast Chinese domain; the dominance 
of Confucian values; the centrality and co- 
hesiveness of the gentry-scholar-bureau- 
cratic class; the subservience of the com- 
mercial sector to the bureaucracy; and the 
peaceful moral universe of East, Southeast 
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and Inner Asia achieved by the Chinese 
emperor as suzerain of the countries on 
China's periphery. 

To this image of China, the country's 
modern intellectuals had added an eighth 
component: China's blundering response 
to the Western incursion of the 19th cen- 
tury, due partly to the dynastic decline of 
the Oing, but perhaps more significantly to 
the rapaciousness and military might of the 
West. 

When young Fairbank arrived on the 
sinological scene, an issue that animated 
Chinese intellectuals was the extent to 
which Chinese culture itself was responsi- 
ble for the calamities that had befallen the 
nation. A related issue, even more impor- 
tant, was what course China was to follow 
to achieve national salvation: revolution, 
reform or reaction, Western liberalism, so- 
cialism, Christianity or some amalgam of 
Western and Chinese values? The diverse 
responses of the intellectuals all stemmed 
from their understanding — their myth — 
of their nation's past. 

To no small extent, Fairbank's own in- 
tellectual journey was one of gradually but 
inexorably challenging the early lessons he 
had absorbed. As a savvy academic entre- 
preneur, however, he was reluctant to chal- 
lenge the orthodox wisdom espoused by 
Chinese intellectuals even today. 

In fact, Fairbank was highly respected 
by Chinese intellectuals. More than a dec- 
ade ago, when then vice-president Walter 
Mondale visited China, Fairbank was with 
him. At a visit to Peking University, a buzz 
went around the standing-room-only au- 
dience in the auditorium as Fairbank 
stepped onto the stage. His name (Fei 
Zhengging in Mandarin) was whispered 
from one person to another and the excited 
students and teachers at the university 
craned their necks to get a better look at 
the man whose erudition they admired but 
who, until that day, they had never met. 
Later Fairbank told me that was a great 
event in his life, espe- 
cially when he was in- 
troduced by the vice- 
president. 

By the time China: A 
New History was writ- 
ten, Fairbank had come 
to question many ortho- 
dox assumptions. (The 
very title of the book, 
accentuating the new- 
ness of the history, re- 
flects the evolution of 
his thinking.) His final 
work strains to escape 
old confines without 
offering a new syn- 
thesis. 

Fairbank departs 
from the conventional 
view of Chinese history 
in significant areas. For 
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example, he accepts that 
Han culture was not 
monolithic but was char- 
acterised by great diver- 
sity, with Han civilisation 
itself having been subject 
to considerable influence 
from Inner Asia and Tibet. 
Moreover, he recognises 
that Taoism and Bud- 
dhism had a more pro- 
found effect on the polity 
than traditional Confu- 
cianists admitted. 

He also implies that co- 
ercion and the military 
played more important 
roles in imperial govern- 
ance than either tradi- 
tional or current scholarship suggests, and 
notes that China's world order arose from 
more than the moral suasion of the em- 
peror: the East Asian inter-state system was 
quite complex, involving commerce, force 
and overlapping jurisdiction, and the real- 
ity did not accord with the image projected 
by the Chinese court. 

He also observes that far from there 
having been a cohesive scholar-gentry- 
bureaucratic class, there was considerable 
stratification and other local elites — cul- 
tural, economic and social — provided al- 
ternative centres of authority. He states that 
commercialisation of the economy was 
more highly developed and the commer- 
cial classes played somewhat more im- 
portant roles than previous scholarship has 
allowed. And while he stresses the conti- 
nuities in Chinese civilisation and the rise 
and fall of dynasties, he gives significant 
room to a long-term, developmental per- 
spective. 

The implicit call to elaborate these 
points constitutes Fairbank's farewell 
agenda for Chinese studies. When fully 
developed, these focuses of research will 
provide the grist for a much more com- 
plex, sophisticated and 
coherent history of 
China. Its author will be 
Fairbank's successor. 

Fairbank's sojourn 
contains two major les- 
sons that are germane 
to scholars and policy- 
makers alike. First, he 
progressed as he con- 
fronted the conven- 
tional wisdom of Chi- 
nese intellectuals, past 
as well as present. One 
of the biggest dilemmas 
that scholars of any for- 
eign society face is that 
many intellectuals of 
that society may have 
quite unreliable percep- 
tions of their society's 
past, present or future. 
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essential for the scholar- 
ship of foreigners to pro- 
ceed. The challenge is to — 


tellectuals without becom- 


world into their domestic 
and frequently highly per- 
sonal struggles. Under the 
circumstances, what is 
required is detachment, 


empathy. 

Second, his intellectual 
evolution validated the 
main messages that he 


delivered to his countrymen for so many - 


years: Chinese society and culture have 
enormous resilience and momentum. Chi- 


ing part of the occasional — 
efforts to lure the outside - 


1 


Yet, their cooperation is - 


>- 
`M 
Y 


draw upon indigenous in- - 
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disinterest and tough- - 
mindedness, as well as 


at 


na's Western encounter since the late 1700s f 


irreversibly altered the country’s path, but 


k 


China absorbed Western influences prima- | 


rily in ways that maintained its own tradi- 
tions and experiences. 
Consequently, Americans must avoid 


the illusion that China is ripe for transfor- — 


mation into another US: Christian (the ini- 
tial American dream), or liberal (the goal 
at mid-century), or practitioner of Ameri- 
can-style democracy (the object of the early 
1990s). 

Currently, America’s Democratic presi- 
dential candidate Bill Clinton chastises “the 
coddling of dictators from Baghdad to 


Beijing” and urges more vigorous support - 


of China’s democratic forces. Meanwhile, 
his Republican opponent President George 
Bush is re-entangling the US in the Chi- 
nese civil war through the sale of Fl6s to 
Taiwan. Fairbank would have wryly noted 
that both candidates reflect America’s tra- 
ditional and often ill-fated approach to 
China. 

In this political context — a factor that 
was always on Fairbank’s mind — perhaps 
it would be appropriate to conclude 
excerpting the last paragraph of his last 
book: 


“We may justifiably see the Chinese 
movement toward civil society as a historic 
trend without jumping to the conclusion it 
must lead to the Western type of democ- 
racy ... China's attempts to imitate demo- 
cratic procedure have got very mixed re- 
sults . . . We outsiders can offer China ad- 
vice about human rights, but until we can 
set an example by properly curbing media 
violence and the drug and gun industries, 
we can hardly urge China to be more like 
us. Instead, we must scrutinise the ad- 
equacy of our basic assumptions about the 
Chinese scene.” 8 Michel Oksenberg 
Mr Oksenbere, the president of the East-West 
Centre in Honolulu, is a political scientist who 
studies modern China. 





Tarred with a red brush 


. Owen Lattimore and the "Loss" of China ‘of China by 


~ 





Robert P. Newman. University of California 
Press, Press, Berkeley and Los Angeles. LIS$30.00. 


Senator Joseph McCarthy 
called him the “top Soviet 
spy” in the US. The Soviet 
media dubbed him a “learn- 
ed lackey of imperialism.” 

Owen Lattimore — one 
of the leading scholars of Central Asian 
and Chinese affairs in this century — 
would seem an unlikely candidate for such 
damnation. But from 1950 through 1955 he 
was the object of an intense witch-hunt by 
the FBI, Congressional red-baiters and seg- 
ments of the American press that almost 
destroyed his career. 

Outside the world of Mongolists and 








- scholars of Central Asian affairs, Lattimore 


has largely faded into obscurity. Yet some 
of his books, like Inner Asian Frontiers of 
China and Manchuria: Cradle of Conflict, re- 
main classics in their field, and constitute 
Lattimore’s most enduring legacy. 

But it was for his alleged political views 
that Lattimore became one of the central 
figures in the debate over “who lost 
China,” a controversy that wracked Ameri- 
can political life during the 1950s and 
1960s. It was an age in which thousands of 
liberal and left-leaning people in govern- 


- ment, academia and labour unions were 


nocent 


pilloried for their supposed service to the 
Soviet Union's agenda for world domina- 
tion. 

A small army of accusers spread spuri- 
ous and often lurid testimony against in- 
ple to further the political ambi- 


- tions of people like McCarthy and senator 


Patrick McCarran, whose Senate Internal 
Security Subcommittee took up the anti- 
communist crusade in 1950 with a venge- 
ance. McCarthy watched enviously as con- 

man Richard Nixon rode a crusade 
against State Department official Alger 
Hiss to national prominence. Claiming that 
Lattimore headed the spy ring to which 
Hiss belonged was among other things an 
act of one-upmanship. 

Many victims went down quietly, but 
not Owen Lattimore, one factor that fuelled 
the flames of the McCarthy-McCarran cru- 
sade against the liberal academic. Latti- 
more gave as good as he got. Whether an- 
swering charges in court, or being grilled 
by hostile congressmen, Lattimore attacked 
his attackers for spreading "base and con- 
temptible lies," bringing to the task the 
same tenacity that helped him outwit war- 
lords and face down bandits on the cara- 
van routes between Mongolia and old Chi- 
nese Turkestan. 

The US had in the 1930s and 1940s in- 


vested huge resources, both financial and 
emotional, in an effort to shore up Chiang 
Kai-shek's increasingly shaky and corrupt 
regime. By the time Chiang fled to Taiwan 
in 1949 with the remnants of his armies 
and supporters, however, the US wartime 
alliance with the Soviet Union was a thing 
of the past. 

With the nations of Eastern Europe 
coming under Soviet control, the "fall" of 
China and the subsequent invasion of 
South Korea, the West's worst nightmares 
of spreading communist domination 
seemed to be coming true. In America this 
sparked a feverish hunt for scapegoats. 
Along with a handful of others — includ- 
ing Dean Acheson and Alger Hiss — 
Lattimore loomed large in the demonology 
of the right. 

Even after McCarthy was forced to back 
off from his original "top Soviet spy" 
charge due to a lack of evidence, he and 
his allies pilloried Lattimore as "the prime 
architect of our Far Eastern policy." In fact, 
Lattimore would have rel- 
ished that role, but despite 
his efforts to influence US 
policymakers, he was sel- 
dom able to translate his 
prescriptions into policy. In 
tracing Lattimore's career, 
Robert Newman does full 
justice to a life that began 
in the twilight years of the 
Qing dynasty and ended 
on the eve of the Tianan- 
men massacre. 

Before Lattimore died in 
1989, he had spent many 
hours with Newman, pro- 
fessor emeritus of commu- 
nications at the University 
of Pittsburgh. In addition, 
the author had full access to Lattimore's 
private papers, including his uncompleted 
memoirs. 

Newman's book is unabashedly par- 
tisan, but he has done sufficient research to 
back up his contention that the Central 
Asian scholar was unfairly victimised. This 
included combing through the 39,000 
pages of the rBi's file on Lattimore, yielded 
up by a Freedom of Information suit, as 
well as meeting numerous surviving 
figures from the political dramas of the 
1950s. 

Lattimore was born in Washington D.C. 
in 1900. One year later his father took a job 
teaching languages in Shanghai. His par- 
ents stayed in China for the next 21 years. 
Lattimore grew up in the foreign com- 
pounds of Shanghai, Baoding and Tianjin, 
before spending six years in schools in 
Switzerland and England. During his 
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childhood, Lattimore's father forbade him 
from speaking Chinese with the servants, 
for fear he would imbibe a "servant's men- 
tality." Later, however, he mastered Chi- 
nese, Mongolian and Russian. 

Failing to gain entrance to Oxford, 
Lattimore returned to China at 19 to look 
for work, and landed a job at the British 
trading firm Arnhold and Co. From a base 
in Shanghai, he travelled extensively 
through the Chinese interior to smooth the 
path of the company's goods. 

The lure of Inner Asia claimed Latti- 
more early. In 1925 his work took him to 
Huhehot in Inner Mongolia, then the west- 
ern terminus of the railway from Peking. 
Lattimore later described the sight of the 
camel caravans from Xinjiang as they 
dropped their loads near the railhead. It 
was, he said, "a distance of two paces, per- 
haps four paces, bridging a gap of two 
thousand years . . .” 

Lattimore was seized by the determina- 
tion to help bridge that gap. After a num- 
ber of false starts, including having the 
camels he had readied for a journey seized 
by a local warlord, he set off on a caravan 
through Inner Mongolia and Xinjiang, the 
first of many journeys over the next 15 
years. 

That caravan marked 
the end of Lattimore's 
business career, but the 
start of his life's work: to 
understand and then edu- 
cate the world about the 
plight of the ethnic minori- 
ties caught between the ex- 
panding Soviet and Chi- 
nese empires. Lattimore's 
first book, Desert Road to 
Turkestan, the tale of that 
first journey, boiled with 
outrage at the exploitation 
suffered by the Mongols in 
the face of the relentless 
march of Han Chinese set- 
ters and soldiers. 

The young Lattimore seemed to roman- 
ticise the nomad. He bemoaned the fact 
that soon ". . . instead of ponies and sheep 
and white yurts there would be only a few 
squalid [Chinese] villages." He also made 
no bones about his distaste for certain as- 
pects of Chinese culture, at least as it was 
expressed at the most basic level. "The 
prostration of the Chinese people is due to 
the almost superstitious veneration of the 
family . . . which is carried out in practice 
by reckless marrying and begetting." 

Lattimore first stepped beyond the role 
of scholar-adventurer when in 1934 he be- 
came the editor of Pacific Affairs, the jour- 
nal of the Institute of Pacific Relations (IPR). 
Although later denounced as a nest of se- 
cret communists by people like McCarthy, 
McCarran and others, the IPR was in the 
1930s and early 1940s a liberal study group 
that brought together an influential collec- 
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tion of scholars, officials, and others for dis- 
cussions on Asian affairs. 

Lattimore's editorship and his own 
writings in the journal brought him wider 
prominence and influence than had his 
scholarly works. By 1940 his opinion on 
Asian policy matters was regularly sought 
by prestigious foreign policy journals and 
such groups as the Council on Foreign Re- 
lations. It was for this reason that the 
Roosevelt administration appointed him 
Chiang Kai-shek's political adviser. But 
while his salary was paid by the Chinese 
Government, he also kept the White House 
abreast of developments in Chongging. 

One of his major duties during this 16- 
month stint was to help Chiang and his 
wife, the formidable Soong May-ling, draft 
appeals for more US aid. These went di- 
rectly to Lauchlin Currie, a top Roosevelt 
aide. For the Chiangs, it was as close to a 
direct channel to the president as they 
could hope for. 

Indeed, during this period (from 1941 
till 1946, when he finally gave up on 
Chiang) Lattimore was an enthusiastic 
. propagandist for the KMT cause. In the 
spring of 1942 he wrote in American Maga- 
zine that "a land long torn by inner dissen- 
sion and local prejudice has, under Chiang 
Kai-shek, become united, just as our thir- 
teen colonies once became united . . ." 

By 1946, however, the rising tide of cor- 
ruption and disarray in the KMT forced a 
change in Lattimore's views on China, and 
he embraced the conviction that the US had 
to force Chiang to clean up the rot all 
around him. Lattimore argued that the 
Chinese communists had to be accommo- 
- dated in a united front government — a 

view that later incurred the wrath of 
McCarthyite forces in the US. 
“Civil war in China would mean, in the 
end, the triumph of the Chinese Commu- 
nists . . . unless they are forced into a civil 
war, the Chinese Communists are bound 
to remain a minority,” wrote Lattimore. 
But by 1948, he was almost totally disillu- 
sioned. “It is not just that we have lost 
money on the KMT. The Chinese Commu- 
nists have been enormously toughened by 
their successful resistance to an American- 
backed KMr . . . but . . . our China policy- 
planners . . . are still likely to try throwing 
a little more good money after bad.” 

Lattimore was not alone in these views: 
some of the most distinguished experts on 
Chinese affairs in the US Government, no- 
tably John Stewart Service and John Carter 
Vincent, agreed. Service and Vincent also 
became victims of McCarthyism. Both 
were fired in 1951. 

Lattimore was probably the most per- 
suasive proponent of the “Asia First” 
school of thought, which viewed interna- 
tional affairs from an Asian perspective. In 
a time of escalating conflict and finally war 
between the Allied and Axis powers, the 
Asia Firsters held that the Japanese inva- 


sion of Manchuria in 1931 marked the be- 
ginning of the worldwide fascist onslaught. 
It was in China, therefore, that fascism had 
to be confronted first. 

Many of Lattimore’s attackers were pro- 
ponents of a different sort of Asia First ide- 
ology, one that came to the fore after World 
War II and the “loss” of China. They ar- 
gued that it was communism that had to 
be challenged first in China to prevent its 
further spread in Asia. 

Despite the hundreds of FBI agents as- 
signed to the Lattimore case and the inves- 
tigators attached to the McCarthy and 
McCarran committees, no evidence ever 
turned up to indicate that Lattimore was a 
communist, or that he supported the 
communist cause in any fashion. Nonethe- 
less, the Justice Department, under heavy 
pressure from McCarthy and McCarran, 
brought perjury charges against him, 
though the case was so weak that the 
judge twice dismissed the key charges. It 


was a rare victory for the anti-McCarthy 
camp. 

Yet Lattimore remained under a cloud 
of suspicion for many years. Johns Hop- 
kins University kept him on grudgingly, 
but closed down the Page School of Inter- 
national Relations, of which he had been 
director. As a result, he spent much of the 
rest of his life in Europe, where Mc- 
Carthyite passions had never raged. 

In 1962 Leeds University invited him to 
establish and head a new department of 
Chinese studies. He filled his later years 
with lecturing and travel. In 1972, he re- 
turned to China at the invitation of Zhou 
Enlai. He also made frequent trips to Mon- 
golia, from which he had long been barred 
because of hostility from the Soviet Union. 
In 1969, he became the first and only for- 
eign member of the Academy of Social Sci- 
ences of the Mongolian People’s Republic. 
The scholar-adventure had finally come 
home. m Carl Goldstein 





Fallout over Hongkong 


Pacific Nightmare: A Third World War in 
the Far East by Simon Winchester. 
Sidgwick and Jackson, London. £15.99. 


As the world watches the 
implosion of former com- 
munist countries in Europe, 
many wonder if this might 
not happen in Asia. Will 
China, the last communist 
giant, also succumb to these suicidal cen- 
trifugal forces? 

While most sinologists believe that 
China will not blow up but remain united 
if less centralised, the doom school of 
thought provides much grist for political 
thriller writers to grind out sensationalist 
scenarios of China in severe internal tur- 
moil. Representative of this genre is Pacific 
Nightmare by Simon Winchester, a breath- 
less novel which sees Hongkong's return 
to Peking in 1997 igniting 
a cataclysmic chain of 
events, including Guang- 
dong province's declara- 
tion of independence, full- 
scale civil war in China 
and a US nuclear strike on 
Japan. 

Given the present 
frosty relationship be- 
tween Britain and China 
over Hongkong's transi- 
tion to 1997, Winchester 
offers an interesting, if 
somewhat overdone, sce- 
nario of the handover of 
power, Peking decides to 
appoint a conservative 
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PACIFIC 
NIGHT 





- SIMON WINCHESTER 


hardliner to take over as chief administra- 
tor of the ex-colony, infuriating the local 
population and, more importantly, triad 
leaders who, with British assistance, under- 
take a guerrilla campaign to undermine 
Peking's authority in Hongkong and across 
the border in Canton. 

Winchester shows a firm, if conven- 
tional grasp of the geopolitical realities of 
the region. He is at his best writing about 
Hongkong in the run up to the 1997 Chi- 
nese takeover, though he is less sure-footed 
in describing the train of events that sets 
the rest of the region on fire. 

One of Asia's worse nightmares is to 
see China engulfed in internal turmoil. 
With more than a billion people and a huge 
military establishment armed with nuclear 
weapons, China's breakup would be fright- 
ening. For instance, there is the possible 
mass exodus of tens of millions of refugees 
pouring into neighbouring 
countries, or the govern- 
ment could undertake for- 
eign military adventures 
to deflect public attention 
at home. 

Is China likely to col- 
lapse into anarchy and 
civil war? Opinions vary. 
The optimists, citing rising 
prosperity levels gener- 
ated by unstoppable eco- 
nomic momentum and a 
leadership more noted for 
pragmatism than ideo- 
logical strictures, see 
China becoming more in- 
tegrated, though focused 
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on economic rather than political ties. Na- 
tionalistic tendencies are also likely to be- 
come more pronounced, with China ex- 
panding into a Greater China Co-prosper- 
ity Sphere. 

The doom-sayers foresee civil war and 
possible break-up into economic fiefdoms 
similar to the situation in the early 20th 
century, set off by a bitter power struggle 
between conservatives and liberals follow- 
ing the death of Deng Xiaoping. Differing 
rates of economic development have al- 
ready led to yawning disparities between 
the affluent coastal regions and poverty- 
stricken interior. This decentralisation of 
power will only deepen with the continua- 
tion of economic reforms. 

Pacific Nightmare raises interesting hy- 
potheses about China's long term pros- 
pects and the integrity of various institu- 
tions, in particular the military. Winchester 


portrays the military in the South as di- 
vided and with questionable loyalties to 
their distant Peking masters. Indeed, the 
unwillingness of Cantonese troops to quell 
riots instigated by Hongkong triads threat- 
ens the country's fragile unity. 

Could the People's Liberation Army 
(PLA) break apart and military units turn 
against each other? Winchester's descrip- 
tion of splits between different generations 
of military officers and their conflicting loy- 
alties to central and local leaders is not far 
off the mark. 

Furthermore, as economic reform quick- 
ens, forces undermining the PLA's cohesion 
will intensify. And with the passing of eld- 
erly leaders and their replacement by 
younger politicians without military back- 
grounds, the bonds between the military 
and the ruling central elite are bound to 
fray. 





Colour-blind in Cathay 





The Discourse on Race in Modern China 
by Frank Dikotter. C. Hurst & Co., London, 
and Hong Kong University Press. HK$120. 


These days people easily ac- 
cuse one another of being 
racist. Usually what they 
mean, however, is ethnocen- 
tric, that is, believing in the 
superiority of one's own cul- 
tural practices. Yet race does somehow lurk 
in the background. This is because the idea 
of race attempts to locate cultural differ- 
ences in nature — genes — and it is this 
naturalisation of the idea that makes race 
such a compelling and pervasive ideology. 

In fact it was modern science that pro- 
vided formerly cultural ideas of difference 
with a biological and scientific idiom, and 
in this way racism was an offshoot of both 
the rise of capitalism and science in Eu- 
rope. Nineteenth-century colonial expan- 
sion around the globe led Europeans to 
devise theories of racial superiority such as 
Social Darwinism — an inaccurate extrapo- 
lation from Darwin's theory of evolution 
that claimed whoever had the most pow- 
erful and dynamic societies were the "fit- 
test" and were a superior breed. Colonial- 
ism was followed by an even uglier racism 
in the form of fascism and apartheid. 

Yet social and biological scientists in 
Europe and America have now, by and 
large, successfully discredited racialist 
theories and practices. And a great deal of 
soul-searching has gone on among intel- 
lectuals and others concerning European 
practices of racism in the past. 

This public mea culpa has often obscured 
the fact that non-European intellectuals 
and elites sometimes enthusiastically em- 











braced racialist theories. Frank Dikotter's 
book shows how these theories were taken 
up in modern China. A similar story can 
be written for Vietnam or Japan. 

But first, it is worth quoting Dikotter's 
position on race because it will no doubt 
prompt disbelief among some readers: 

“Race, of course, is a cultural construct 
with no relationship to objective reality. 
Phenotypical variations like hair texture or 
skin colour are subjectively perceived and 
culturally constructed by social groups: 
some may focus on skin colour, others on 
eye colour. These biological differences do 
not of themselves induce cultural differ- 
ences, but are used to legitimize role ex- 
pectations: physical features are given so- 
cial meaning. Classifications based on 
physical appearance have no scientific 
foundation. Races do not exist, they are 
imagined.” 





Black, white and yellow all over. 
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The military is only likely to fracture if 
the rest of the country is in complete disar- 
ray. But short of that, such as in the Cul- 
tural Revolution and the 1989 crackdown, 
the PLA proved to be the only institution 
that could hold China together. But even 
then some military units disobeyed orders 
and sided against the central authorities. 

The military could break up in a crisis if 
the communist regime loses its authority, 
as happened in the abortive coup in the 
former Soviet Union last year. In that event, 
despite the existence of a powerful politi- 
cal control system and the involvement of 
many senior military officials in the power- 
grab, the army chose not to defend the old 
regime. It was a sobering lesson for Chi- 
nese leaders that military establishments 
cannot be relied upon to ensure their con- 
tinued rule if they lose the mandate of the 
people. m Tai Ming Cheung 


Because "races" do not exist scientifi- 
cally, he says, the word should always be 
signalled by quotation marks. His argu- 
ment is accepted by most modern anthro- 
pologists who point out that no consistent 
clusters of biological / genetic characteristics 
can be gathered together to form a coher- 
ent concept of race. Anthropologists are not 
saying that physical differences do not ex- 
ist; they are simply interested in what cul- 
tures make of these differences. 

Dikotter points out that an embryonic 
form of racial consciousness existed in 
China from antiquity. Often the names of 
non-Chinese groups were written in char- 
acters with an animal radical, some being 
associated with dogs, others with reptiles. 

The designation of Chinese skin colour 
as yellow is European, taken on now by 
Chinese themselves who historically called 
their complexion white. The latter was as- 
sociated with elite status while labourers 
were called "black-headed people." Thus 
when Chinese came in contact with alien 
people — Arabs or Khmer, among others 
— they tended to assign them to the black, 
inferior, end of the spectrum. 

The idea of a physically homogenous 
and continuous population was bolstered 
by notions of clan and lineage in China 
which claimed that blood ties between 
males could be traced back to antiquity. 

Foreign conquest of China also height- 
ened racial consciousness. It formed an 
important part of anti-Manchu sentiment 
in the Oing dynasty, and was further rein- 
forced by the Western challenge to China. 
Thus the ground was prepared for the ab- 
sorption of modern racialist ideas into a 
cultural universe already well populated 
with foreign "devils and demons" and bi- 
zarre ideas concerning "barbarian" physi- 
cal make-up and sexual desires. 

Once in contact with European concepts 
of race the Chinese soon produced their 
own loonies who spoke of racial war and 
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racial hierarchies, and indulged in racial 
megalomania. For example: "Our Chinese 
race is the most expansive and vigorous 
race on earth . . . our race cannot be re- 
strained and will spread all over the world." 

As elsewhere in the early 20th century, 
nationalism in China sometimes took on a 
strong racialist slant. Even Sun Yat-sen 
held to a principle of racial nationalism and 
to the idea of "a single, pure race." Part of 
this movement saw Chinese intellectuals 
indulge in bouts of Occidentalism — the 
creation of stereotypes about "Westerners" 
— that mirrored the excesses of 
Orientalism. 

At times, one wonders if Dikotter is 
only quoting cliches from the lunatic fringe 
of Chinese intellectual life, but he assures 
us that this discourse was pervasive up 
until 1945. 

After the communist revolution official 
propaganda claimed that only Westerners 
engaged in racism. But, Dikotter suggests, 
much "anti-imperialist" hysteria under 
Mao had strong anti-foreign, racialist over- 
tones. And in times of instability racialist 
ideas drift towards the centre of Chinese 
politics — something he suggests is "al- 
ready reappearing in the post-Tiananmen 
era." m Grant Evans 


Mr Evans teaches anthropology at Hong Kong 
University. 








Exile in Mid-Qing China: Banishment to 
Xinjiang, 1758-1820 by Joanna Waley- 
Cohen. Yale, New Haven and London. 
US$35, £22.50. 





Where have all the hood- 
lums and prostitutes gone? 
The question might have 
occurred to the visitor to 
1950s Shanghai, struck by 
the contrast to its pre-com- 
munist image as Sin City. “Gone to Xin- 
jiang” is the short answer. Some were “re- 
formed” in the nearby countryside, but the 
hardened cases were deported to the 
Botany Bay of China. They were not left to 
rot there either, but were set to work tam- 
ing its wilds for others. 

Xinjiang, “the new dominion,” has long 
proved its worth as a place of punitive 
exile. It is distant and harsh enough. More 
to the point, it lies beyond the pale of Chi- 
nese civilisation, and what could be worse 
than to be cast out of that charmed circle? 
To be an exile was to suffer the next worst 
thing to execution. Under Qing-dynasty 
law, Joanna Waley-Cohen tells us, the sen- 
tence of exile to Xinjiang was often applied 
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Prisoners in the dunes 


in commutation of the death penalty. 

Her scrupulous and gracefully written 
study traces the practice of banishment 
through 2,000 years of Chinese history, but 
concentrates on the period in which, fol- 
lowing the Qing annexation of Xinjiang in 
1758, it reached its apogee. Men were 
exiled for common crimes or political of- 
fences, though the two categories were de- 
fined no clearer than they are today. Lin 
Zexu, the imperial commissioner who 
flushed nearly 3 million pounds of opium 
out to sea in the Chinese equivalent of the 
Boston Tea Party, was banished for not 
being tough enough with the British opium 
traders. 

Rebellions spawned the largest single 
group of ordinary convict exiles to Xin- 
jiang. Heterodox religious sects, which pre- 
dictably raised Confucian hackles, added 
considerably to the number, as did piracy, 
communal feuding, desertion, collective 
responsibility and common crimes such as 
murder, theft and robbery. 

The most serious convicts were ban- 
ished into slavery. To make it hard for 
them to escape, the name of their crime 
was tattooed on their temple, in black char- 
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acters whose size and 
stroke width were decreed 
by law. And their finger- 


means of identification not 


Disgraced officials were 
the stigma of cangue-wear- 


while in exile was a lapse 


cangue for life, a term he 
could suicidally shorten by 
drowning. 

Exile was also a form of 
frontier colonisation, at no 


_ cost to the imperial government. The out- 








casts lived by the fruits of their own la- 


| bour. They farmed land, mined metals and 


did what hard labourers did everywhere. 
Deported officials earned their keep 
through public service, running the fron- 


| tier bureaucracy and pioneering education. 
| Thus each group in its way helped to make 


the distant limbo a part of China. 
To travel to Xinjiang must have seemed 
like a journey into a void. "Everywhere | 


JOANNA WALEY-COHEN 





. looked there was desert. 
ivi There was no water or veg- 
etation, not a tree in sight," 
Lin Zexu noted in his di- 
ary. To make the place 
more like home, some ex- 
iles transplanted peonies 
and peach trees, others 
grew marigolds and chry- 
santhemums. The scholar- 
officials also wrote gazet- 
teers and poetry, apothe- 
osising the tabula rasa of 
Xinjiang into literature. But 
for them, much of Xinjiang 
would have remained un- 
imaginable to later genera- 
tions of Chinese. 

As befits a study that 
was a doctoral disseration, this book tries 
to come to some general conclusions. But it 
reads best as a straightforward account of 
how the state rid itself of those it deemed 
bad apples and at the same time extended 
its power over the frontier, thereby killing 
two birds with one stone. m Lynn Pan 
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Glutton for 
punishment 


Laogai: The Chinese Gulag by Hongda — 
| Harry Wu. Westview, Boulder. US$34.95. 


You would think that someone who 


. had been released from Chinese labour 








| tacles through the pro- 


camps after 19 wretched years of intern- 


| ment would want to put that experience 


well behind him. But Harry Hongda Wu, 
who lives in the US, is a man with a mis- 


| sion: to reveal the truth about China's 


gulag to the world. It is a truth normally 
concealed behind walls, behind signs 
blandly proclaiming the location of enter- 
prises with names like 
"New Life Tea Plantation," 
on the pages of classified 
documents, and between 
the lines of manuals for po- 
licemen's eyes only. 

Laogai is not the first 
work to expose the scarify- 
ing world of the Chinese 
gulag, but as an academic 
study, it surpasses in both 
scope and ambition all that 
has been written before. 
From the detailed maps 
and lists charting the 
spread of the gulag's ten- 


vinces, to an extensive re- 
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The Chinese Gulag 
arr 5| 


Hongda Harry Wu 


Foreword by Fang Lizhi 





view of labour reform policy and law; from 
anecdotal “day in the life” material to hard 
facts about the role of prison labour in Chi- 
na's exports, Wu takes us on a horror tour 
that leaves out few nooks and crannies. 

China's reform-through-labour system 
has remained, Wu shows, "essentially un- 
changed" from the time of Mao to the 
present. If anything, he claims, in the post- 
Mao era, certain aspects of it have actually 
been "expanded and strengthened." 

The author estimates the total popula- 
tion of China's labour camps could be as 
high as 20 million. Throughout most of the 
history of the People's Republic, nine out 
of ten prisoners were political prisoners 
and only one strictly criminal. Today, the 
proportion is reversed. All are victims of a 
system that aims as much to supply the 
Chinese economy with 
cheap labour as it does to 
punish and "reform" 
criminals. 

Wu took tremendous 
personal risks to obtain the 
material presented here. 
Not only has he acquired 
an impressive collection of 
classified documents, but 
he actually revisited the 
camps on various pretexts 
to obtain photographic and 
other evidence. 

Given the importance 
of the topic and the dedi- 
cation and courage of the 
author, it is a shame not to 
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be able to give this pioneering study un- 
stinted praise. Too many errors mar the 
` book, some perhaps the fault of the trans- 
lator. Peng Zhen is variously rendered as 
Peng Jen and Peng Zeng, a male reporter 
called “Zai Qingzeng" is probably the fe- 
male journalist Dai Qing. 

But Wu must take responsibility for a 
slapdash approach to recent history. For 
example, he backdates the 1987 campaign 
against "bourgeois liberalisation" (called 
"capitalist revisions" here) to 1986 and calls 
Liu Binyan ("Liu Binying") a "leader of the 
1986 student protests." If he makes these 
errors when working with widely available 
material, can we trust him when he is 


drawing from secret or personal sources? 
Wu has a proclivity for overstatement 
and sweeping generalisations that further 
detracts from his case. It belies the com- 
plexity of communist rule in China, for ex- 
ample, to state that the rights granted by 
the various constitutions have been "com- 
pletely ignored by the regime." Wu indi- 
cates in his afterword that his study of the 
camps continues. If he really hopes to “re- 
educate" the reader, his next effort would 
do well to spare the rhetorical cattle prod 
and spoil the historian. m Linda Jaivin 


Ms Jaivin is the co-editor of New Ghosts, Old 
Dreams: Chinese Rebel Voices. ` 





The princess and 
the Peeping Tom 





Dragon Lady: The Dragon Lady: The Life and Legend of 
the Last Empress of China hy Sterling 
Seagrave. Alfred A. Knopf, New York. 
LIS$30.00. 





Once again, Sterling Sea- 
grave is on the rampage. 
The popular historian who 
made his name by venting 
his spleen on such worthy 
targets as Chiang Kai-shek 
and Ferdinand Marcos has now found a 
new cause to be enraged about. This time 
out, however, he claims to be refurbishing 
a reputation, not destroying one. 

The person in question is the infamous 
Empress Dowager Tzu Hsi (Cixi), and Sea- 
grave may be correct when he contends 
that she has been unjustly maligned in the 
world's popular memory. Although West- 
ern and Chinese historians alike have 
heaped blame on her for everything from 
the sack of the Summer Palace to China's 
defeat by Japan in the Sino-Japanese War 
of 1895, Seagrave convincingly argues that 
the real blame belongs to the factions of 
Manchu princes and court officials who let 
the empire crumble while they were in- 
triguing for power. Seagrave rightly points 
out that Tzu Hsi has been made a scape- 
goat largely because she had the unfortu- 
nate fate (particularly so in a Confucian 
state) of being a woman. 

Women have always been likely sus- 
pects for crimes of dynastic disorder in 
China. Forget about the foreign invasions, 
` internal corruption, economic ruin and 
natural disasters that plagued 19th century 
China. If there's a woman on the throne, 
one need look no further. 

Feminists will be dismayed, however, 
to learn that one of the thrusts of Sea- 
grave's argument is that it was Tzu Hsi's 
sheltered femininity that prohibited her 





from having the power to influence impe- 
rial policy. According to Seagrave, Tzu Hsi 
did not control the court, did not master- 
mind the 1900 Boxer Rebellion or the 
crushing of the 100 Days of Reform, and 
had little impact on the sorry sequence of 
impotent imbeciles and besotted hedonists 
(her husband, son, and grand-nephew) 
who titularly held the throne. 

Far from it. Seagrave sees Tzu Hsi as a 
helpless pawn moved about by powerful 
court officials, “susceptible to [erii that 
made her unable to see 
through the pretences of 
courtiers" and a victim of 
tragic events, rather than 
an evil mastermind. In 
sum, "the simple truth is 
that she was as unremark- 
able as drinking water." 

Such revelations are 
both disappointing and 
suspect. In fact, we know 
little about Tzu Hsi, and 
Seagrave, who depends al- 
most entirely on secondary 
sources, has a hard time 
shedding new light on her 
personality. 

We are told that Tzu 
Hsi was “high-strung and 
energetic," ^withdrawn, solitary, and pen- 
sive," and that as a young woman she was 
"strikingly pretty, slim and well propor- 
tioned, with delicate hands, arched eye- 
brows, brilliant black eyes, a high nose, full 
well-shaped lips set firmly above a strong 
chin, and a showstopping smile." 

But it should come as no surprise that 
the descriptions stop there. Seagrave is a 
writer whose idea of historical analysis 
takes the form of pithy sentences like 
"Good and bad emperors came and went." 

Although Seagrave is trying to save a 
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reputation, the writer who called Chiang 
Kai-shek a hitman for the Green Gang has 
certainly not lost his edge. Vilification 
floods every page of Dragon Lady, aimed at 
all those — would-be dynastic reformers, 
foreign journalists, Harvard "experts" — 
who Seagrave claims have perpetuated the 
myth of Tzu Hsi as a dynasty-destroying 
monster. 

In addition to repeatedly pummelling 
19th-century reformer Kang You-wei 
(whom Seagrave calls a "moonfaced little 
dumpling"), Seagrave is especially in- 
censed at the larger-than-life deeds of Sir 
Edmund Backhouse. 

One on the earliest biographers of Tzu 
Hsi, Backhouse was long regarded as an 
expert on China by Western scholars. In 
fact he was an artful forger, outrageous liar 
and perverse pornographer who was fi- 
nally-unmasked in 1976 by the British his- 
torian Hugh Trevor-Roper. Seagrave is on 
the mark when he demonstrates how 
Backhouse's wild sexual fantasies about 
the empress and his ludicrous charges of 
mass murder have affected popular opin- 
ion of the Empress ever since. 

But Seagrave is no fool. He is well 
aware that titillation and scandal sell, so he 
repeats every slanderous rumour he can 
unearth. Along with digressions into such 
matters as imperial virility techniques 
(“whacking the turtle," etc.), page after 
page of Dragon Lady is devoted to retelling 
Backhouse's account of the empress's 
prodigious sexual appetite, her predilection 
for “monstrous” perversions and her 
murderous conspiracies. 
All “sheer conjecture,” 
contends Seagrave, “pre- 
sented as the truth.” 

This is yellow history, 
the genre in which Sea- 
grave is rapidly establish- 
ing himself as the supreme 
master. Readers would do 
better to turn to Trevor- 
Roper’s Hermit of Peking: 
The Secret Life of Sir Ed- 
mund Backhouse. And that 
is unfortunate, because the 
events that Seagrave is 
concerned with beg for se- 
rious attention. 

Seagrave is correct to 
accuse Western “China ex- 
perts” of myopia and an unwillingness to 
challenge accepted versions of Chinese his- 
tory. He is correct to condemn the behav- 
iour of the Western powers in China. And 
he is right to claim that Tzu Hsi was un- 
fairly blamed for China’s unmanageable 
problems. But it is difficult to take his argu- 
ment seriously when his book does just 
what he accuses others of doing: namely, 
profiting off of notoriety. m Andrew Leonard 


Mr Leonard writes on Asian culture from San 
Francisco. 
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The Cogema Group is a world leader in 
the nuclear fuel cycie. 

| its consolidated revenue for the vear 19981 
<a was FF 21,7 billions, of which approxi- 
i mately one third came from abroad and its 
net income FF 1,2 billion. 
| Significant events in 1991: 
e Settlement. of the Franco-Iranian litiga- 
tion gave Cogema's subsidiary Eurodif ex- 
traordinary income of FF 1,7 billion. 
z1 @ Revenue of Cogema's Uranium Division 
7] fell 14% due to the continuing decline of 
the uranium market. 
@ Reprocessing Division revenue rose 21% 
to FF 8 billions as capacity continued to rise at the new UPS re- 
processing plant af La Hague. 
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Finter Bank Zurich is a traditional Pri- 
E vate Bank in Switzerland with offices 
in Zurich, Chiasso, Lugano and Ge- 
neva. The bank is built on a strong 
capital, balance sheet and client base. 


“The protection and growth of elient as- 
sets are the top priority, and compe- 
tent portfolio management and 
individual investment advice are the 
basis of long-term relationships with 
its customers. The full range of Private 
! Banking services includes personal ad- 
vice as well as foreign exchange and money market products 
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4 ees (water supply, energy technologies, 
|j waste management); construction and 
| development (buildings, public works, 
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PT. LIPPOLAND DEVELOPMENT, Indonesia is engaged in real 
estate development and investment with a portfolio spanning the 
commercial, residential, industrial and entertainment sectors. oo 
Projects owned and under development total more than bius RES 
million. 
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‘Two men, one 


The New Emperors: China in the Era of 


Mao and Deng by Harrison E. Salisbury. 
Little, Brown, Boston. US$24.95. 


With his The New Emperors: China in the 
Era of Mao and Deng, Harrison Salisbury 
has given the world another great read. In 
it, Mao Zedong frolics with teenage girls, 
dances like a stiff grizzly bear, pops pills 
and may even be addicted to opium. Deng 
Xiaoping, the other focus of the tale, comes 
off better. Salisbury alternates between ef- 
fusive praise for the architect of China’s 
reforms to a somewhat woolly-headed 





| damnation of the Chinese leader for the 
| Tiananmen Square killings. Still, at least 
. Deng, in Salisbury's eyes, is no pervert. 


That is the first problem with the book. 
Is all this great stuff true and should we 
accept Salisbury's unenunciated bias in fa- 
vour of Deng Xiaoping? 

Did Mao really lose his trousers during 
a performance of Peking Opera? Was there 
a special troupe of dancing girls, initially 
comprised of cadres wives 
and female employees of 
the Foreign Ministry, that 
"entertained" the Great 


"emperor-sized" and did 


ply Mao with girls, and 
even his wife Jiang Oing, to 


most powerful man? 
Salisbury's sourcing ap- 
pears impeccable. He cites 
bodyguards, Chinese schol- 
ars and Mao's colleagues. 
But one questions if the au- 
thor did not perhaps rely 


a direct interest in present- 
ing a particular view of 
China's history. 

Written during the reign of Deng, Salis- 


| bury relies heavily on sources who sup- 
| port the new New China. As such, it is in 


their interest to paint the chairman as a 
somewhat bumbling, somewhat lecherous 
figure who isolated himself from the reali- 
ties of Chinese life. 

Salisbury's portrayal of Deng — as a 
hyperactive, workaholic, can-do character 
— is the mirror image of this problem. Ex- 
cept for his discussion of Tiananmen 
Square, Salisbury generally downplays 
Deng's intolerance for democracy. He gives 
less than a page to the Democracy Wall 
movement of 1979 and makes no mention 


_ of how Deng profited from that movement 


during his rise to power. Stranger yet, no 
mention is made of Wei Jingsheng, prob- 
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ably China's most famous dissident and 
Deng's sharpest critic. One gets the feeling 
that Salisbury had difficulty fitting the 4 
June, 1989 crackdown into his portrait of 
the "Little Emperor." The reader is left feel- 
ing that 4 June is an anomaly. Others might 
argue differently: that the crackdown can 
be placed neatly into a pattern of repres- 
sion inflicted by the communist govern- 
ment upon its people since its rise to power 
in 1949, 

Behind the eye-popping prurience that 
makes this book so entertaining, Salis- 
bury's purpose is serious. He has tasked 
himself with arguing that Marxism-Lenin- 
ism has had little influence on China and 
that the leaders of the communist party are 
more Confucian than communists, "more 
Ming than Marx," as the writer puts it. In 
so doing, Salisbury places himself squarely 
in the middle of traditional American 
sinology, as fathered by John King Fair- 
bank 


Salisbury argues his point by citing 
proof that often seems to hinge on the pres- 
ence or lack thereof of Marx's books in 
Mao's library. He does not delve into how 
the Leninist structure of the Chinese Com- 
munist Party has affected leadership bat- 
tles, the structure of the economy and the 
cyclical purges that have 
rocked the party in every 
decade since it came to 
power. 

His excellent discussion 
of the effect of collectivisa- 
tion on the common man 
in China, for example, 
ignores the important 
ideological underpinnings 
of the idea. He does not 
mention nationalisation of 
industry. Power struggles, 
like Lin Biao's attempted 
coup, are viewed as more 
closely connected to tra- 
ditional dynastic succes- 
sion than the spasms of a 
Leninist "Democratic cen- 
tralism," which allows lit- 
tle room for dissent. 

The truth probably lies somewhere in 
between and one wonders why Salisbury 
had to burden his book with such an abso- 
lutist idea that gets in the way of the story. 

Indeed, the book is at its best when 
Salisbury forgets the theory and writes, like 
the great reporter he is, what he sees. 

He becomes an invaluable tour guide to 
Peking in his chapters on the communist 
party headquarters, Zhongnanhai, taking 
us through Mao's chambers, in and out of 
the chairman's swimming pool, over to the 
house of the tragic Liu Shaoqi and into the 
hide-out in the Fragrant Hills. 

m John Pomfret 


Mr Pomfret is a reporter in Hongkong who 
served in Peking in 1988-89. 
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Lost in the 
bamboo grove 


Scholar holar Gardens of of China: A Study and 
Analysis of the Spatial Design of the 
Chinese Private Garden by R. Stewart 
Johnston. Cambridge University Press. 
Cambridge. £85, LIS$150. 


It would be hard to overestimate the 
extent to which the popular concept or 
ideal of the Chinese garden has been influ- 
enced by the style of the scholar garden. 
The Chinese garden originated from a 
combination of the royal hunting park and 
the magical or geomantic “paradise,” and 
until the rise of the scholar-official class in 
the Song dynasty, gardens were associated 
primarily with the imperial family and the 
aristocracy. It was only in the Song dynasty 
that the concept of the scholar garden be- 
gan to take shape. 

Such was its influence, however, that 
by the late Ming, elegant scholar gardens 
dominated the written record, though in 
practice they were probably outnumbered 
and outshone by the more exuberant gar- 
dens of aristocrats and 
wealthy merchants. This 
is a tribute to the power- 
ful attraction of the now 
vanished way of life for 
which scholar gardens 
were the carefully de- 
signed setting. 

In the early to mid- 
Qing dynasty, the design 
of even the imperial 
palace gardens came un- 
der the influence of the 
Jiangnan scholar-garden 
style practised in Su- 
zhou, Wuxi, Yangzhou 
and Nanjing. Neverthe- 
less, the Jiangnan scholar 
garden, despite its wide 
influence, was only one 
of several possible styles of garden design, 
differentiated both by geographical or 
topographical factors and by their “end- 
users. 

Part of the problem in elucidating the 
history of Chinese gardens is the changing 
nature of Chinese society, and the mutat- 
ing relationships between the various 
classes of society. Another complicating 
factor is the difficulty of distinguishing be- 
tween reality and literary or artistic con- 
vention. One might assume from the de- 
ceptively simple poetry of Wang Wei in 
the Tang dynasty, that he was living in rus- 
tic seclusion in a humble cottage. But sur- 
viving copies of his own painting of his 
Wangchuan garden suggest that this “cot- 
tage” was an extensive country estate with 
some positively grandiose buildings; quite 
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likely neither the poems nor the painting 
represented actuality. 

Little writing in English on Chinese gar- 
dens has drawn clear distinctions between 


different styles of Chinese gardens. The | 
time is ripe for a book that examines the | 


| 





origins of the scholar-garden style, defines | 


its characteristics and describes its influ- | 


ence. 

Unfortunately Scholar Gardens of China 
does not live up to the claims of its title. It 
has a curious 19th-century air about it, a 
dilettante reliance on “native informants” 


to make up for the author's ignorance of | 


the language and culture. The equation of 
scholar gardens and private gardens in the 
title is question-begging for a start. The 
author knows that not all private gardens 
are scholar gardens, but seems reluctant to 
leave other types out of his discussion. 

The notes refer 
secondary sources, and, while the origins 
of some plans and drawings are acknowl- 
edged, others are taken without acknowl- 
edgment from well-known and easily iden- 
tifiable Chinese publications. The standard 
of copy-editing is a disgrace; some well- 
known names are wrongly spelt through- 
out, and several different would-be pinyin 
renderings of the same name appear on 
adjacent pages. Publica- 
tion of a book like this is 
a strange aberration for a 
reputable university 
press. 

What makes it more 
regrettable is that from 


often actively misleading 
book, an interesting spe- 
cialist study is struggling 
to emerge. Bringing a 


tect's eye to bear on the 
structure of the Chinese 
garden could result in 
some interesting new in- 
terpretations of the way 


signers treated "objects, 
space and movement." Unfortunately the 
analysis almost disappears beneath the 
weight of mere description and often inac- 
curate background information. 


The same cheerful optimism that | 
caused the author to embark on a book | 
which he was ill-qualified to write also | 


leads him to view the current situation of 


that Chinese garden de- 





almost exclusively to | 


within this slipshod and | 


Western-trained archi- | 





historic gardens in China in an unjustifi- | 


ably rosy light. He finds it "inspiring" that 


“modern China is restoring to their full | 


ti 


glory so many of the great gardens . 


Others may find it harder to share his en- | 


thusiasm for the often crass reconstruction 
which threatens to obscure so much of 
China's garden heritage.  & Alison Hardie 


Ms Hardie is the translator of The Craft of 
Gardens by Ji Cheng. 
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The 'regional jet' will be based on Britain's BAe146. 


AVIATION 


Second approac 


Taiwan Aerospace has announced that it is linking up with a British jet- 
maker to produce regional aircraft. The government-backed agency 
forecasts a profitable partnership, but industry analysts are not so sure. 


By Michael Westlake in Hongkong and 
Julian Baum in Taipei 


aiwan's ambition to become a 

world-class aviation power has 

seen it take the hand of another 

struggling suitor. First it was a 
US$2 billion tie-up with McDonnell Doug- 
las of the US, which has since 
turned sour. Now, with a lit- 
tle less ballyhoo, it is a pro- 
posed US$250 million invest- 
ment in a venture with Brit- 
ish Aerospace. 

But while the deal with 
the British maker is far more 
attractive to Taiwan — in 
terms of cost, timing and ac- 
cess to technology — indus- 
try observers outside the is- 
land have serious doubts 
about its prospects. Some of 
these sceptics wonder if Tai- 
wan's eagerness to enter the 
industry is clouding its judg- 
ment. 

Under a preliminary 
agreement announced on 23 
September, the government- 
backed Taiwan Aerospace 
will purchase a 50% share in 
British Aerospace's regional 
aviation division. Detailed 
negotiations on the venture 


64 


agreement are planned to be completed by 
the end of this year. 

The two parties have agreed to jointly 
make a series of aircraft called the RJ (for 
"regional jet"). The RJ is an upgraded ver- 
sion of British Aerospace's family of four- 
engined aircraft now known as the 
BAel46. It will seat between 70 and 115 
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passengers. Also, the Taiwan agency will 
share in development costs estimated at 
US$1.2 billion for a two-engined version, 
the RIX. 

The RJ will be produced from parallel 
assembly lines in Britain and Taiwan. The 
Taiwan side will use spare capacity at a 
military facility in Taichung. This hi-tech 
factory is building the Indigenous Defence 
Fighter for the air force, but the pro- 
gramme is being scaled back with the is- 
land government's purchase of US-made 
F16 aircraft, and possibly of the French- 
made Mirage. 

"Taiwan Aerospace has 
got a very good bargain out 
of this," said military and 
aviation expert Andrew 
Yang, of the Chinese Council 
for Advanced Policy Studies, 
a private research group. 
“The regional jet is aiming at 
the Taiwan market as well as 
at mainland China where 
there is a big demand, espe- 
cially for services to coastal 
destinations where the air- 
ports are small." 

But some industry observ- 
ers outside Taiwan question 
the deal from two angles: is 
British Aerospace the right 
partner, and is the RJ series 
the right aircraft? 

On the day the Taiwan 
deal was announced, British 
Aerospace announced a pre- 
tax loss of £129 million 
(US$219 million) for the first 
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“a spa leo Ethe ; group, with its 
-satellite-making division the main attrac- 
tion. Company xecutives have said they 
are ready to organise a management 
buyout to block an outside bid. 
.. Either option could result in a break-up 
of British Aerospace, and place a question 
-mark over its commercial aircraft opera- 
‘tions. This unit reported a pre-tax loss of 
.£286 million in the. January-June period. 
The regional jetliner. programme accounted 
for £167 million of the loss. 

As an updated model of the BAe146, 

-the RJ series will inherit a number of cred- 
ibility problems. The BAel46 is quiet and 
comfortable for passengers, but it suffered 
engine problems in its early days, though 
British Aerospace says these have now 
been solved. It is the only four-engined air- 
craft in the 80-120 seat category, and as 
such costs airlines. more money in extra 
maintenance and fuel consumption. 

The first RT7O, a 70-seater, is expected to 
be delivered in Britain next April. Taiwan 
Aerospace aims to begin building the air- 
craft by late 1993. Under the September 
preliminary accord, it is projected that the 
first RJ70 will be completed in Taiwan 
about 15 months after a detailed agreement 
is finalised. 

Taiwan Aerospace estimates that as 
much as 25% of the components for the 
aircraft will initially be produced locally. 
Within five years, it hopes 50% of the com- 
ponents will be made in Taiwan. 

British Aerospace's objective in the Tai- 
wan partnership is to reduce costs and 
manufacture a substantial number of com- 
ponents on the island, said Charles 
Masefield, president of the company's r 
gional aircraft division. "I'd be very disap- 
pointed if we couldn't get 20-25% off our 
costs [as a result of the Taiwan tie-up],” he 





said in Taipei. Masefield added that he ex- _ 
pected the venture would be profitable for 


. Taiwanese investors in its first year: orders 
had already been received for 32 of the new 
aircraft. 


. According to Taiwan Aerospace chair- 


man Earle Ho, the small scale of the ven- 
ture (compared with the McDonnell Doug- 
las proposal) and the potentially large mar- 
ket for regional aircraft have made the deal 
attractive to investors. Although the gov- 
ernment has a 29% stake in the aviation 
consortium, Ho said there was no need for 
it to be involved at this stage. "We have a 
line of credit to cover our financial needs," 
he said. 

Taiwan Aerospace is aiming to boost its 
capitalisation to NTS5.2 billion (U58205 
million) in the coming months, from its 
present level of ENI d billion. Ho has put 






ir, against a profit of "i u 
ar-earlier period. Brit- - 


Then, however, the largest pledge among 
board members, at NT$1 billion, came 


from Oung Da-ming, head of the heavily 


indebted Hualon Group of companies. 
Oung has paid in only a fraction of his 
promised funds and is facing a trial on 
charges related to a stockmarket scandal. 
Taiwanese investors balked at under- 


writing the long-term risks involved in the 


McDonnell Douglas deal. Under this pro- 
posal, the Taiwan partner was to pay US$2 
billion for a half-share in the US compa- 
ny's civil airliner division. The division was 
to build a "mega-jumbo" MD12 airliner 
with 600 seats, about 50% larger than any 
airliner currently available. 

Potential investors in the Taiwan group 
seem to have decided that the MD12 was 
ahead of its time. Instead of putting the 
money into a joint company, they offered 
to guarantee to buy a number of MD12s 
worth the same amount. Although both 
partners say the deal is still open, the ac- 
cepted wisdom in the industry is that no 
giant aircraft is likely to enter service be- 
fore the year 2000. 

The. McDonnell Douglas tie-up pro- 
voked sharp criticism in the Taiwan news 
media and legislature. Many lawmakers 
were not convinced that the deal was fi- 
nancially sound and in the national inter- 
est. The reaction to the British Aerospace 
deal has been muted, partly because of the 
much smaller investment required and 
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Troubled f lightpath 


he British Aerospace BAel46 — 
= which is spawning the RJ series — 
. has a history that can only be de- 
scribed as chequered. First announced as a 
project with government support in 1973, 
it was cancelled a year later because of Brit- 
ain's economic problems. Its putative 
manufacturer, Hawker Siddeley, was ab- 
sorbed into British Aerospace in 1977, and 


` in 1978 the go-ahead for production was 


given. Its maiden flight was in May 1981. 

Then, as now, the market for such air- 
craft was heavily segmented. It depended 
on an aircraft's size and intended use: as a 
"city-hopper," as a feeder-liner between 
small outlying airports and larger hubs, or 
as a carrier ferrying passengers between 
hub airports. 

The segmentation, covering aircraft 
with as few as 40 seats to as many as 150, 
means that the divisions between indi- 
vidual portions of the market are debat- 
able and highly variable. Said one observer: 
"Ive never seen two forecasts or break- 
downs which say anything like the same 
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the aerospace venture over a year ago. 


will be updated derivatives. Apart fro 
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on the December legislative elections. 

The success of the British Aerosp: 
partnership, according to aviation indi 
sources in Taiwan, will depend on the 
ing of part of the military facilit 
Taichung. Foreign aviation experts 
iar with the aero centre doubt tha 
transformation to civilian operations can 
accomplished within a year. | 

To operate as a commercial ven ate 
under Taiwan law, the aero facility : 
first become a state-run corporation 
is pending before the legislature to au: 
ise the restructuring. The first phase wo 
require a valuation of the centre's asset 
and the issue of up to 49% of the equity to 
private investors. However, simila 
restructurings of other state-run corpora 
tions have been glacially slow. | 

The Taichung operation, which comes 
under the Aero Industry Development | 
Centre, has impressed recent visitors with | 
its advanced manufacturing capabilities - 
and skilled workforce. It will deliver its - 
first group of 60 Indigenous Defence Fight- 
ers to the air force beginning in 1994. The - 
Ministry of Defence has invested at least S 
US$4 billion in the facility. ; 

There is little doubt that the aero centre : 
has the spare capacity. A programme to - 
build an improved performance engine for _ 
the fighter aircraft has been cancelled and — 
maximum production for the fighter pro- 
gramme is now estimated at 130 aircraft, | 
about half the original order of 250, | s 
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thing. 

Figures have been bandied about foi 
many years about the size of marke! 
segments: up to 2,000 aircraft for 70-120 
seaters and possibly 400-600 carriers in the 
overlapping 50-80-seat category, But to 
date, only 237 of various models of the 
BAe146 have been sold, plus options on i 
further 74, in about 13 years of sales. ef- 
forts. 
The BAe146 has credibility Sebi 
the marketplace and, perhaps unfa 
these may carry over to the RJ series, w 


reputation for unreliability in its early da: 
the aircraft has had a problem with itss se 
ing configuration. 

The BAe146 is a narrow-bodied airer 
whose fuselage curvature made six-abre: 
seating uncomfortable for passengers. Cut 
ting back to five-abreast seating solved the 
comfort problem, but made nonsense. ol 
the aircraft's economic potential. : 

- With 196 aircraft in service, the produc: 
tion rate over 13 in has averaged or 









about 15 a year. Tents dou were pro- 
duced last year, but the rate has dropped 
“since through a lack of orders. British Aero- 
. space says it has 32 orders — 30 from two 
x US customers — for the RJ70 version. But, 
"still, observers cannot see the economic jus- 
= tification for opening a second production 
^ line in Taiwan, thus halving the rate for 
^; each line to about one a month. 

One observer said that such a move 
would be justified if a sudden rush of or- 
ders was expected, but that no such rush 
emerged during the airlines’ buying spree 
5: of 1989-90. So why should one emerge 
s now? 

E Part of the answer seems to be that Brit- 
-= ish Aerospace was in effect forced into us- 






engine then existed which would have per- 
mitted using only two. But the more the 
engines, the higher the cost. 

Having made a virtue out of necessity 
by touting the claimed advantages of four 
small engines — quieter takeoffs, greater 
safety margins in case of engine failure, 
among others — British Aerospace faces 
another credibility problem by promoting 
the advantages of only two engines on the 
RIX model. 

The BAe146 has sold in relatively small 
numbers to a wide cross-section of airlines, 
which in Asia include Thai Airways In- 
ternational, several in China, Ansett in 
Australia and Makung in Taiwan. The 


ing four engines ponendi No. Littable 


largest individual fleet in the world be- 
longs to US Air, which has 18 parked in 
the desert awaiting a better economic cli- 
mate. 

With the various improvements to be 
incorporated in the RJ series, the two- 
engined RJX may prove to be the aircraft 
that the BAe should have been, but in a 
more crowded marketplace. The RJ mod- 
els will face competition from existing jets 
such as the Fokker F100, the Boeing 737- 
500 and the McDonnell Douglas MD87 — 
all at the upper end of the market with 
about 85-120 seats. Also, a shortened ver- 
sion of the Airbus A320, the Airbus 319 
(with about 120 seats), is due to enter serv- 
ice in 1995. m Michael Westlake 
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NMB Bank has changed its name. We are now ING Bank, or 
in full, Internationale Nederlanden Bank. 

We have made the change to emphasise that we are part 
of ING Group, one of Europe's major financial institutions. 

Behind the new name, you will find the same distinctive 
and innovative international banking strengths. With over 60 
offices in more than 30 countries, we are a world leader in 
Emerging Markets Banking; we hold a prominent position in 
Trade & Commodity Finance; and we are showing significant 
growth in International Private Banking and International 
Corporate Banking. 

Today, as ING Bank, we are continuing to build upon 
these strengths for the future. 


Internationale 


Nederlanden 
Bank | N G 








Futures traders in London pass their verdict on European disunity. 


ECONOMIC REL 


ATIONS 


Spat in the supermarket 


Asia has mixed feelings about the splits appearing in the European 
Community. These divisions could weaken efforts to protect the 
common market, but they could make the EC even more inward-looking. 


By Nigel Holloway 


Forget about Fortress Eu- 
rope. A tidal wave of 
doubts about the future of 
the European Community 
has swept away the ram- 
parts. Behind the facade is 
something quite different from what many 
Asians had come to assume. 

These were not 12 knights united in 
their resolve to build an ever-closer union 
and to repel the barbarian hordes. When 
cooperation was most needed, they proved 
incapable of sacrificing their self-interest for 
the greater good. 

In the swirl of events surrounding 
France's 20 September referendum on the 
Maastricht Treaty on European union, ster- 
ling and the Italian lire were washed off 
the European Exchange Rate Mechanism. 
The French franc appeared on the brink of 
following them, as British cabinet minis- 





ters traded recriminations with the German 
central bank and Chancellor Helmut Kohl 
of Germany attacked the European Com- 
mission in Brussels for “exterminating na- 
tional identities.” 

For Asia, the immediate effect has been 
to lift the value of both the yen and the US- 
dollar-linked currencies against Europe's 
anchor, the Deutschemark. If European 
currencles remain weak, the recent dra- 
matic growth in Asian exports to the EC 
could be blunted. 

But the bigger issue is the future rela- 
tionship between Asia and Europe. Be- 
neath the stormy waters, economic cur- 


Contributions from Shada Islam in 
Brussels, Robert Delfs and 
Jonathan Friedland in Tokyo, Ed 
Paisley in Seoul and Michael 
Vatikiotis in Kuala Lumpur 
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rents are bringing the two regions closer 
together. Will these be allowed to continue 
unimpeded or will European doubts and 
disunity dam things up? 

The answer from Asian decision mak- 
ers is inconclusive, because of the region's 
ambivalence, first towards European unity, 
and then towards disunity. 

Euphoria over the prospects for a fed- 
eral Europe was at its height when the 
Maastricht Treaty was signed in February. 
At that time, Asian businessmen were 
looking forward to the establishment of a 
single European market of 320 million af- 
fluent consumers by the end of this year — 
while fearing the creation of an inclusive 
trade bloc. 

Then, as the mood changed in Europe, 
so too did attitudes in Asia. On the one 
hand, a fragmented EC might make it dif- 
ficult for Brussels to mount a concerted 
defence against cheap (Asian) imports. On 
the other hand, a weakened, divided Com- 
munity might lead to a prolonged bout of 
introspection that could damage trade with 
Asia. 

The dilemma was summed up in late 
September by Tan Eng Joo, president of 
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the Singapore Chinese Chamber of Com- 
merce. "We don't want to see the EC in a 
mess, and it will be in a mess if the 
[Maastricht] treaty is scuttled. Whether the 
treaty is good or bad is beside the point. 
We want to see some orderliness," he told 
reporters. 

For the moment at least, a semblance of 
order has returned to the currency mar- 
kets, as speculators lessen their pressure on 
the French franc. But the doubts about Eu- 
rope's future won't go away so easily. The 
grudging acceptance of the Maastricht 
Treaty by France, the standard-bearer of 
the Community spirit, threw a stark light 
on the degree to which EC governments 
and the Commission had lost touch with 
ordinary Europeans. 

For years, Asians had concluded that 
those who pushed for European union 
gave barely a moment's thought to the ef- 
fect it may have on the rest of the world. 
Now Asians discover that these Eurocrats 
had hardly consulted their own voters, ei- 
ther. 

Heads of EC member governments plan 
to meet in London on 16 October to try to 
limit the damage and put the process of 
ratifying the Maastricht Treaty back on 
track. But it is now accepted that this will 
not be completed on schedule by the end 
of this year. The treaty — which calls for 
the creation of a single European currency 
by 1 January 1999 and for the promotion of 
a common policy for external relations and 
defence — requires the unanimous ap- 
proval of all 12 member states. Denmark 
narrowly rejected the treaty in a referen- 
dum in June and Britain says it will not 
put the treaty to a parliamentary vote until 
the Danish problem is sorted out. 

Amid the uncertainty, speculation is 
growing that a two-tier Europe will soon 
emerge. This may see the formation of a 
sub-group of the EC consisting of "hard" 
currencies clustering around the Deutsche- 
mark. The group would probably include 
the currencies of France, the Netherlands, 
Belgium and Luxembourg, who would 
proceed to full monetary union with a 
common currency by 1999 at the latest. 
They could be joined before then by some 
of the countries of the European Free Trade 
Area — Finland, Sweden, Norway, Aus- 
tria and Switzerland. 

A second group, consisting of the EC 
members with the weaker currencies — 
Britain, Italy, Spain, Ireland and others — 
would be expected to follow at their own, 
tardier pace. 

“If the process [of unification] is slower, 
it will allay the fears of those who see a 
united Europe as a threat,” says Mohamad 
Ariff, an economist at the University of 
Malaya in Kuala Lumpur. 

“A two-speed Europe will be more flex- 
ible and will lessen fears in Asia about For- 
tress Europe,” says Gerald Segal of the In- 
ternational Institute of Strategic Studies in 
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London. He adds that such an arrangement 
would give foreign-exchange dealers a 
greater array of currencies in which to 
trade than if there was to be a monolithic 
European Currency Unit. It would also re- 
duce the incentive to shift the market's 
sights towards Asian currencies. 

This may be so, but the possible 
marginalisation of Britain would trouble 
Asian businessmen. First, London has tried 
hard to ensure that the Community is out- 
ward-looking. It is particularly keen to ex- 
pand the membership of the club and is 
regarded as the strongest supporter of 
Asian investments in the EC. As Hiroshi 
Kitamura, Japan's ambassador to London, 
puts it, "Britain is the only advanced 
economy which took its economic relations 
with Japan not as a problem, but as an op- 
portunity to revitalise itself." 

Second, Britain has received a dispro- 
portionate share of Asian investment in the 
EC (41% of the US$64 billion Japan had 
invested there by March 1992). If those in- 
vestors find themselves located on the 
outer reaches of the common market, the 
result, at the very least, will be a rise in 
their transaction costs. As Britain's Minis- 
ter of Trade and Industry, Michael Hesel- 
tine, pointed out in a radio interview, “If it 
was perceived that we were going to be 
part of a slow-stream Europe, do you think 
all those Japanese companies would con- 
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tinue to invest on the scale that they are?” — 
At the moment, officials in Tokyo, Seoul. 
and Asean capitals do not think that the — 
recent economic and political disarray in — 
the EC will irreparably divide the Com- | 
munity. “The result of the French vote will | : 
affect the speed and pace of unification, but - ? 
the direction remains the same,” says a sen- _ 
ior Japanese official. “Political and mon- — 
etary union may be slowed, but not de 
railed,” declares Cho Won Dong of the 
Economic Planning Board in Seoul. ) 
One major reason for Asia's relative - a 
equanimity is that progress towards a sin- — 
gle EC market appears on course and, in — 
theory, should not be affected by the slow- 
down in ratifying the Maastricht Treaty. — 
This is because the removal of internal | 
trade barriers within the EC was enshrined — 
in the Single European Act, which came - 
into force in July 1987. uf 
Even if the Treaty were to be aban- — 
doned altogether, the creation of a single 
market would, of itself, represent a great _ 
leap forward for world trade. The Single 
European Act envisages the free flow of — 
goods, services, capital and labour, and is _ 
therefore considerably more liberalising,on _ 
paper, than the North American Free Trade 
Agreement, which aims to dismantle barri- — 
ers for goods and services among the US, _ 
Canada and Mexico. 
In the EC, the removal of all physical, 
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ber states is due to be completed by 
nd of this year. Of the 282 market- 


; 245 had been adopted by the Coun- 
t Ministers, the EC's chief decision- 
ing body, by the middle of September. 
his may sound impressive, but most of 
ese take effect only when incorporated 
national law. By mid-September, only 
of the 174 laws that should have been 
Jemented had been passed by all 12 
member states. 

"The beauty of the single market from 
Asia's point of view is that the EC becomes 
as liberal as the most open national mar- 
ket. Under the terms of the Single Euro- 
pean Act, a protectionist member state will 
not be able to stop goods from outside the 
EC entering via another EC country. All 
frontier controls within the Community are 
_ due to be abolished by the end of this year. 





CONOMIC 


:European divisiveness and 
disarray are causing gov- 
-ernments there to turn in- 
wards, away from Asia. But 
beneath the turbulence, the 
economic momentum is 
pulling the EC and Asia closer together. 
he affluence of the former and the dyna- 
ism of the latter are bringing each within 
e other's orbit... 
Gerald Segal of the International Insti- 
tute of Strategic Studies in London says, 


link depends on both sides' 
continued expansion." Turmoil 
in: Europe will delay its eco- 
C recovery, but he regards 
as a temporary pheno- 





dn the long run, closer ties 
etween them would seem to 
inevitable. There are wide 
nd deep economic links be- 
veen Asia and America and 
between Europe and America. 
But ties between Asia and Eu- 
rope have been narrow and 
thin until recently. 

The reasons are partly his- 
torícal. After World War II, Eu- 
ropean trade and investment in 

sia either stagnated or de- — 

ined, as Germany, France, the 
etherlands, Portugal e and Brit- 


ons in the Far East. Many of : 


cal and fiscal barriers among the- 2 Vy 


ig regulations that must be put into 


however, that "the Euro-Asia economic | 


iti is in in theory? T This will | party Sheena oe on 


whether national governments are pre- 


pared to pass the single-market legislation 
— and then enforce it. In late September, 
Spain, Portugal and Ireland retreated from 
the provisions on the free movement of 
capital by reimposing some exchange 
controls in order to stifle currency move- 
ments. 

Even if all were to go according to plan, 
the EC will take years to become a homo- 
geneous market, quite apart from one in 
which a common currency operates. This 
is true for small, as well as large, Asian 
manufacturers. “The European car market 
will remain very fragmented, so the single 
market won't immediately affect the car- 
distribution system," says Takayuki Imajo, 
head of the European office of the Japan 
Automobile Manufacturers Association. 

The same goes for niche players, such 
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you can't beat ‘em 


Europe tries softer approach to Asian business 


their Asian assets were expropriated or 
purchased, while European multinationals 
concentrated on expansion on both sides 
of the Atlantic. 

But as Asia’s anti-colonial feelings 
waned, countries such as Malaysia and In- 
donesia saw European capital and technol- 
ogy as a counter-weight to the US and Ja- 
pan. European companies, such as Philips 
of the Netherlands and Daimler-Benz of 
Germany, responded to the burgeoning 
Asian market by setting up factories 


icio Adi the region. But gue Eu: 
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as Vtech Holdings of Hongkong, whose EC | 
"sales of personal computers and electronic 


learning aids have risen by 5076 annually 
in the past five years, reaching US$150 mil- 
lion in the year to March. Vtech has re- 
cently hired more engineers to design chips 
that understand and "speak" Spanish, 
French and German. 

Even if the drive towards a single Euro- 
pean market continues unabated, however, 
the current political turmoil in the EC has 
wide implications for the Community's in- 
dustrial and competition policy. 

EC Commissioner 5ir Leon Brittan's 
drive to promote fiercer competition in the 
EC presupposes a strong central authority 
that is able to impose its will on back-slid- 
ing member states and on overweening 
corporations. And national governments 
could start to set back moves to harmonise 
EC industrial policy by preening their own 
corporate champions. E 


rope's business commitment towards Asia 
has grown since the mid-1970s, it still lags 
behind that of the US and Japan. 

European investment in Japan, for ex- 
ample, totalled US$6.3 billion as of March, 
far smaller than the US$11 billion from 
North America. 

This pales in comparison with the 
amount of Japanese investment in the EC, 
which totalled US$64.3 billion in March — 
against US$53.5 billion in Asia. In a single 
year (to March 1991), Japanese firms in- 
vested US$6.8 billion in Britain, almost as 
much as in the whole of Asia. Japan's big- 
gest car makers — Toyota, Nissan and 
Honda — are establishing or expanding 
production in Britain. Sony now has 20 fac- 
tories throughout the EC. 

Much of that investment was intended 
to be insurance in case Europe built a moat. 
around itself as the January 1993 single- 


market deadline approached. But an 


, equally powerful motive was to | 

$ exploit the economies of scale 
that would arise in the creation 
of a market of 320 million con- 
sumers. 

By contrast, the total invest- 
ment by South Korea and Tai- 
wan in Europe has been tiny. 
Taiwan's total investment in 
the EC until July totalled only 
U5$925 million. 

While direct-investment 
flows present an ambiguous 
picture of the growth in ties be- 
tween Asia and Europe, the . 
trade patterns are much clearer. 
Asia's share of the EC's imports 
rose from 7.2% in 1984 to 9.1% 

. of US$1.4 trillion in 1990. North 
America's share fell from 9.8% 
to 8.276 over the same period. 

The pattern is similar for 
Asia. The EC's share of Asian 



























exports rose from 11.6% in 1984 to 16.8% 
of US$740 billion in 1990. North America's 
share fell from 33% to 28% during the same 
period. 

If a fortress were being built in Europe, 
it should have had some negative impact 
by now on Asian exports to the EC. In- 
stead, they have soared. Japan's EC exports 
rose 23% to US$59.2 billion in 1989-91. Ex- 
ports by Asean countries to the EC rose 
31% to US$26.7 billion in 1989-9]. 

China's performance was the most 
spectacular of all. Its exports jumped 64% 
to US$20.1 billion in 1989-91 and its sur- 
plus with the Community more than tre- 
bled to US$12.6 billion in the period. 

The success with which these countries 
have penetrated the EC market has blunted 
the toughest criticisms made by Asians 
about Fortress Europe. "Japanese business- 
men feared that European integration 
would be a closed process, but over the 
past few years I’m very happy to say that 
this perception is no longer there,” says 
Hiroshi Kitamura, the Japanese ambassa- 
dor to Britain. 

Other countries, such as South Korea, 
whose exports to the EC rose a more mod- 
est 13% between 1989 and 1991, remain as 
strongly opposed as ever to the Communi- 
ty's trade regime. And farm exporters from 
Thailand to Australia rail against the 
exclusionary Common Agricultural Policy. 
But overall, Asian businessmen's worst 
fears about European protectionism have 
not materialised. 

Two EC accords have done much to sof- 
ten charges that Europe is a closed market. 
One is the Second Banking Directive, 
agreed upon by EC members in December 
1989, which enshrined the concept of na- 
tional treatment for foreign banks in the 
EC. This means that a foreign bank in a 
member country will be treated by the au- 
thorities in the same way as a local bank. 
And with the onset of the single market, a 
Japanese bank branch, say, in the Nether- 
lands should be able to do business in Den- 
mark — in theory at least. 

The second is the accord on 
Japanese car imports into the EC, 
approved by the 12 members of 
the Community in July 1991. This 
"voluntary" export-restraint 
agreement limits Japan's share of 
the EC car market to less than 
16% of total sales until 1999, 
against 10.9% of 12.6 million cars 
sold in the EC last year. But it is 
meant to open the market com- 
pletely after that, and it appears 
to lay to rest any talk of imposing 
a local-content requirement on in- 
vestments by Japanese car com- 
panies in the EC. 

Indeed, there are no local-con- 
tent requirements on an EC-wide 
basis for any foreign investments, 
in contrast to requirements set out 
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On the way to 
the forum 


Europe is going through its third con- 
vulsion of the century, the others bei 
the two great wars. No wonder it's 
looking inwards. 

The implosion of communism in 
Eastern Europe in 1989 and now the fal- 
tering drive towards a E fed- 
eration presage another tumultuous 
chapter in the story. 

1957 The Treaty of Rome creates 
the European Economic Community 

of France, West Germany, the 
Netherlands, Belgium, Luxembourg 
and Italy. 

1973 Then there were nine . . . as 
Britain, Ireland and Denmark joined, 


in the North America Free Trade Agree- 
ment, signed by the US, Canada and 
Mexico in August. This stipulates, for ex- 
ample, that 62.5% of the content of a car 
made in North America must be locally 
produced to qualify for preferential trade 
within the region. 

The EC is no free-trade utopia, though. 
There has been no let-up in the number of 
anti-dumping investigations launched by 
the Commission. Japan was hit with five 
such probes last year, China with four and 
Taiwan with two. As a whole, investiga- 
tions against Asian countries comprised 
half the 169 cases initiated by the EC be- 
tween 1987 and 1991. 

Even in mid-September, as the Euro- 
pean Exchange Rate Mechanism appeared 
on the point of collapse, Brussels an- 
nounced anti-dumping duties against im- 
ports of South Korean memory chips and 
new investigations of allegedly dumped 





United Europe supporters: no ‘free-trade’ utopia. 
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followed in the 1980s by Greece, Spain 
and P. a" 
1987 The Single Euro 


sweeps away “E 


of 1992, the target date. Pils 
commercial harmonisation had been the. 
soporific watchword. | 
1992 The Maastricht Treaty aims 
to propel the EC towards eventual po- 
litical and economic union based on: a _ 
common currency by 1999; moves to — 
wards a common strategic policy; coor- — 
dination in matters of social e, 
law and order. 2 
1995? Austria, Switzerland and the 
Nordic countries become members, — — 
2000? Hungary, Poland and the - 
Czech and Slovak Republics could be 
next on the list. But the dream of en- _ 
see more rane than ere wl) 


seems more remote than ever 
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floppy disks from Hongkong and South 
Korea. 

The EC’s External Trade Commissioner, 
Frans Andriessen, is unapologetic about 
the use of anti-dumping actions. "We are 
not prepared to dismantle the system, be- 
cause it is my strong belief that you can't 
opt for really free trade if you have no in- 
struments to counter-attack unfair trade," 
he says in an interview. But he adds: "We 
are prepared to discuss in the Gatt Uru- 
guay Round [of trade talks] adjustments to 
the system, making it more transparent 
and giving the people involved a better 
right to defend their positions." 

While it is clear that trade weapons such 
as anti-dumping actions will continue to 
be used, there has been a change in atti- 
tude in recent years among EC govern- 
ments and firms towards how best to de- 
fend themselves against the competitive 
challenge from Asian companies. 

The EC view of Japan's trade 
regime has become more subtle 
than in the late 1980s, when the 
emphasis was on arming itself 
with various trade weapons to 
repel the Japanese corporate on- 
slaught. Now the attitude is that, 
though there are low formal bar- 
riers to entering the Japanese 
market, it is the informal, struc- 
tural obstacles that are largely in- 
superable. 

A May 1992 document on EC- 
Japan relations, prepared by the 
Commission for the Council of 
Ministers, took the line that the 
best way to penetrate the Japa- 
nese market was to integrate Ja- 
pan more fully into the interna- 
tional trading system. This would 
be done, it said, by pressuring Ja- 
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pan to enforce effective competition poli- 
— cies at home, strengthen industrial coop- 
eration among European and Japanese 
firms, and avoid discriminatory deals be- 
tween Japan and the US. 

One reason for the EC's softer line, 
notes Stephen Woolcock of the Royal Insti- 
tute of International Affairs in London, is 
that the EC does not have a strong bar- 
gaining position vis-a-vis Japan — and cer- 
tainly a weaker one than America. That is 
because there is little consensus among EC 
member states about how to deal with the 
Japanese, he says. 

Britain, for example, has welcomed 
Japanese investment as a means of 
reinvigorating its manufacturers. In 1990, 
Britain became a net exporter of colour tel- 
evisions and is now on the brink of achiev- 
ing the same thing in cars. 

Another reason is that many parts of 
European industry are regarded — by Eu- 
ropeans as well as foreigners — as weaker 
than their rivals in the US and Japan. This 
disadvantage seems most obvious in the 
electronics industry. European firms have 
announced a string of losses in the past few 
years and Siemens of Germany said in June 
that it was withdrawing from the single- 
handed development of memory chips. 

Out of a US$30 billion EC market for 
electrical components (including semicon- 
ductors) in 1990, US$19 billion was im- 
ported. Only US$6.5 billion worth of com- 

ponents was exported. And even among 
those components that are made in Europe, 

. many are produced by foreign multina- 
tionals. Of the dozen or so wafer-fabrica- 
tion plants in the EC, four are wholly or 
partly owned by US firms and three by 
Japanese ones. 

. The response among European elec- 
tronics companies to their problems seems 
to be: "if you can't beat 'em, join 'em." No 
sooner had Siemens revealed that it was 
pulling out of advanced chip-making than 
it announced it was joining forces with IBM 
of the US and Toshiba of Japan to develop 
a 256-megabit memory chip by the end of 
the decade. 

"Financial reasons are forcing them to 
cooperate," says Eckhard Runge, secretary- 
general of the European Electronic Com- 
ponent Manufacturers’ Association. "By 
the end of the century, we won't know 
where Europe ends." 

As multinationals become worldwide 
companies, whether they be headquartered 
in Europe, North America or Asia, it will 
make less and less sense for the EC, or any 
other trading bloc, to protect its domestic 
market from intruders. 

But this prospect is still a long way off. 
If the EC's trade deficit with Asia contin- 
ues to widen and its economy remains in 
the doldrums, the European pendulum 
could quickly swing back to the old para- 
noia towards Asian companies. 


m Nigel Holloway 
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Turning on the charm 


France warms to Japanese companies 





By Shada Islam in Brussels 

When Pierre Beregevoy 
visited the Tokyo Stock 
Exchange in January, the 
officials accompanying him 
were pleasantly surprised 
by the warm reception they 
received. As the French finance minister 
stood on the observation deck, he was ap- 
plauded by the throng of people on the 
trading floor below, recounts one French 
official. Beregevoy "is regarded in Japan as 
the next Mrs Thatcher," he says. 

Filling the shoes of her Iron Ladyship 
may be a difficult task, even for Beregevoy, 
who became prime minister in April. But 
French relations with Tokyo have come a 
long way from the dark days of his Japan- 
bashing predecessor Edith 
Cresson. She never exactly 
endeared herself to the 
Japanese, likening them to 
“ants,” and calling them 
“adversaries out to con- 
quer the world.” 

By contrast, Beregevoy 
has gone out of his way to 
lure Japanese investors to 
France. He set the tone for 
a warmer relationship 
while he was still finance 
minister, drawing up a 
detailed policy paper in 
February underlining 
French determination to 
attract job-creating foreign 
investments. The new 
policy was entitled “Le 
Japon, C'est Possible,” a 
similar slogan to an earlier 
one in Britain called “ 
portunity Japan" that aimed to double 
British exports there over a three-year 
period. 

The changes in France included simpli- 
fying procedures for approving foreign in- 
vestments and the takeover of French com- 
panies by foreign ones. In addition, a new 
"special representative" was appointed to 
attract foreign investors to France. These 
changes were intended to cover all foreign 
investment, but that from Japan was given 
a high priority. 

Despite the erratic welcome they have 
received over the years, Japanese firms 
have been quite active in France. Japan in- 
creased its direct investments to US$1.3 bil- 
lion in the year ended in March 1991 from 
US$464 million two years earlier. Nonethe- 
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less, Japanese direct investment was far 
larger in Britain (US$6.8 billion) and in the 
Netherlands (US$2.7 billion). Japanese in- 
vestment in Europe dropped sharply in the 
following 12 months and France fell to 
fourth place as a destination, receiving 
US$817 million. 

Total Japanese investments in France 
stand at US$5 billion, 7.7% of overall Japa- 
nese direct investments in the EC. 
Ajinomoto, the Japanese food-additive 
group, set up a joint venture to make spices 
with the Orsan unit of Lafarge Coppee al- 
most 20 years ago. But most of the 160 
Japanese firms that have set up production 
units in France came to the country in the 
early 1980s. 

Despite the travails of the French franc, 
the economy is still "fundamentally 





The Maastricht vote: France looks to foreigners. 


robust,” with a low inflation rate and a 
trade surplus, says Jean-Claude Koeune, 
chief economist at Banque Bruxelles Lam- 
bert. 

One Japanese firm that has clearly 
heeded the message is Canon. It employs 
700 workers in its factory in Brittany and 
has just opened a research centre there 
employing a further 100 people. Executives 
say this makes Canon the first and only 
Japanese company to have all levels of its 
office-equipment operations — research, 
design, manufacturing and distribution — 
represented in France. 

After some delays, Nissan was granted 
permission last November to take full con- 
trol of its French distributor, Richard-Nis- 
san. Sony, which has started its fifth plant 
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From left: Supbaporn Prasertsitt, Thai International Airways; Ayuko Watanabe, Japan Airlines: Yuka Ueda, All Nippon Airways; Fung Yan Yu, Cathay Pacific Airways 
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The Boeing 777 A new expression of time-honored Asian traditions. 
Service is at the heart of many Asian cultures, combining a deep respect for others, satisfaction in extending courtesy with 
grace, delight in making guests feel welcome, honored and comfortable. No wonder, then, that Asias leading airlines are 
selecting the new Boeing 777 for their fleets. The 777 gives them unprecedented opportunities to develop comfort and conve- 
nience features for both business and pleasure travel. It offers wider seats, more head and shoulder room, greater overhead 
clearance, more on-board stowage space, the most advanced inflight entertainment systems, with abundant computer power 
to add unique, new features. Because of its advanced passenger cabin design, the 777 will change the travel experience and 
raise passenger expectations to new and dramatically higher levels when it enters 
service in 1995. Asia 5 airlines are among leading international carriers who will 


introduce new levels of comfort and service to the world with the Boeing 777. 
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1 France, and Hitachi, which is planning 
o start a disk-drive centre, are also expand- 
ing, 
. Jean-Daniel Tordjman, the newly ap- 
. pointed French "ambassador at large" for 
oreign investments, hopes that Japan and 
other Asian countries will now replace 
their image of a protectionist France with a 
“more realistic vision of a “modern indus- 
trial country, open to foreign investments 
with a central geographical position and 
. good labour force." 
. “We are changing," Tordjman says in 
an interview. "France is now eager to in- 
“vest abroad and to get foreign invest- 
- ments." Tordjman and other French trade 
officials insist that while Beregevoy's ap- 
^ pointment has helped deafen the tradi- 
tional protectionist clamour of French in- 








dustrialists, the country really started look- 


ing outwards in the mid-1980s. "We've in- 
vested about US$100 billion abroad since 
1985," Tordjman says. “This makes us one 
of the world's leading exporters of capi- 
tal." 

Paris is insisting, however, that Japan 
must be equally open to French invest- 
ments. French companies increased their 
stake in Japan by a paltry US$51 million in 
the year to the end of March, and total 
French investments in Japan still stand at 
only US$352 million, 5.5% of the European 
total. 

Tordjman denies that France has any 
intention of imposing specific conditions 
on Japanese investors. “There are no ta- 
boos," he says. "We can't demand 1009; 
local content." That's quite a contrast with 
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the policies of Cresson, who tried to delay 


NEC's purchase of a 4% stake in Groupe 


Bull while she studied France's "techno- 
logical dependence" on Japan. 
Tordjman's warm welcome marks a 
pleasant change from the hostility gener- 
ated by Cresson and her administration, 
says Frederic Rougier, director for interna- 
tional relations at Canon France. Rougier 
recalls that his company had to wait for 
over three years to sell its facsimile ma- 
chines in France because they did not meet 
strict local-content rules. "We've had our 
share of problems," he emphasises. "Get- 
ting government authorisation to sell our 
fax machines in France was slow and 
difficult . .. we've faced anti-dumping ac- 
tion. Working in France can be compli- 
cated." m 


The challenge: 


TO KEEP 190,000 
AIRCRAFT OUT OF 
EACH OTHER'S AIRSPACE. 
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Raytheon has been a leader in 
air traffic control for as long as 
there’s been air traffic to control. 





In the 1950's when U.S. commercial aviation called for more that will give air traffic controllers instant access to a broad 
effective air t xh control, Haytheon supplied the radars range of critical data 


and the displays. The world's skies won't get any emptier. So we're constantly 


Today, Raytheon continues to meet the challenge of help- planning ahead, challenging ourselves to create new systems 
ing to make crowded skies, safer skies all over the world. 
We have recently modernized the air traffic control systems 


advanced enough for the crowded skies of tomorrow. 


of Canada, Germany and Trinidad/Tobago. And now Send us more challenges. 

we're providing the government of Norway with new radars The same “can-do” spirit that makes Raytheon a leader 

and their first totally integrated radar and flight data in air traffic control is also the driving force behind our proven 
processing Systems. performance in defense, energy and environmental Services, 
In the U.S. we are a key contributor to the Federal Aviation electronics, aviation and appliances. 

Administration's new Advanced Automation System, de- We thrive on challenges. Send us more. 


veloping and producing automated, large-screen consoles 


WE THRIVE ON CHALLENGES 






















len on top 


As September afew to a 
close, the European Ex- 
. change Rate Mechanism 
remained alive but in the 
intensive-care unit, after 

ene foreign-exchange dealers 
witched their attention from the French 
ranc to the US dollar. Amid the upheav- 
ls, a seemingly unlikely currency stood 
ut as a beacon of stability: the Japanese 


: The yen emerged on top despite the fact 
that Japan is in the throes of a financial 
crisis and the economy is stagnant. Even 
though yields on yen-denominated assets 
re low (one-month Euroyen deposits are 
offering 4.3% against 8.75% for Deutsche- 
marks), investors are looking to the Ja- 
panese economy, because "relatively 
speaking, it is better off than the rest,” says 
Hajime Ohta of Keidanren, the top busi- 
«ness organisation. It has a huge current- 
account surplus and low inflation. 
On 29 September, the yen closed in To- 
= kyo at 119.65 to the US dollar, a record 
_ high and a 3% gain since the start of the 
* month. Its rise against the Deutschemark 
“was even steeper — 6.6% — erasing al- 





Dollar and Deutschemark retreat from Japan 


most all the losses it had suffered since the 
beginning of the year. 

The appreciation of the yen will strain 
exporters and heighten trade frictions in 
the short term by bloating Japan’s massive 
trade surplus in dollar terms. But the au- 
thorities in Tokyo do not seem too con- 
cerned about a gradual rise of the currency, 
ascribing it partly to Japanese corporate 
assets sales overseas to dress up their ac- 
counts before the end of the fiscal half-year 
on 30 September. 

In any case, Japanese institutional inves- 
tors are reluctant to buy overseas assets 
and total holdings have been flat or falling 
since end-1991. But this has been partially 


Crazy currencies 
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offset by Japanese repayments of short- 


term offshore liabilities. Salomon Brothers 
economist Robert Feldman says that ys 
short-term borrowings dropped by 86% t 
US$30 billion in the seven months to July 
As the repayment trend peters out, the yen 
could strengthen further. 

Japanese banks have been reducing 
their overseas lending, too. In mid-Septem- 
ber, four out of eight Japanese banks con- 
tacted by the Swedish Government, which 
was facing its own currency crisis, turned 
down the offer to take part in a loan pack- 
age worth 350 million European Currency 
Units. 

In South Korea, the currency crunch did 
not please the government, which has been 
trying to encourage companies to denomi- 
nate more of their trade in European cur- 
rencies and reduce the reliance on the US 
dollar. "If there was a strong European 
Currency Unit, then we would have an- 
other option,” says Cho Won Dong of the 
Economic Planning Board. 

South Korean trading firms were pre- 
paring to offer letters of credit in curren- 
cies other than the US dollar, but the Euro- 
pean currency mess will allow them to de- 
lay the move. Firms were reluctant any- 
way to switch out of the dollar because it is 
the only currency they can hedge against 
the won in the local forex market. 

Talk of increased monetary cooperation 
in Asia centred on Japan elicits a particu- 
larly cool response from South Koreans, 
who sympathise with the many Europeans 
who fear being dominated by Germany. 
"We are not even considering a so-called 
yen bloc," savs a senior official at the cen- 
tral bank in Seoul. a 








You're looking at the fastest business 
jet in the world. At 594 mph, it will run 
the mile in a sizzling 6.06 seconds. And 


fly LA-to-New York in under four hours. 


It’s the new Citation X. 

And it's coming fast. 

The first aircraft is being assembled 
right now. First flight is less than a year 
away. And companies continue to line up 
for deliveries which will begin in 1995. 

The enthusiasm is justified. 

The Citation X will cruise up to 
3,800 miles nonstop - in less time and 


Think fast. 


on less fuel than any other business jet. 


The intercontinental Citation X 
cabin is also in a class by itself. It’s 
elegantly appointed and abundantly 
spacious, with room to stretch out 


or to walk along the full-length aisle. 


The Citation X is not a midsize jet. 


In spaciousness, in performance, and 
in technology, it goes far beyond 
anything in the midsize category. Far, 
far beyond. 

The Citation X opens an entirely 
new category of business aircraft - 


offering the sophistication, perform- 
ance and comfort of much larger jets - 
at less than half the price. 

For more details on this remarkable 
new aircraft, call Steve Pinault, Cessna 
Aircraft Co., PO. Box 7706, Wichita, 
KS 67277 USA. Tel.: 316-941-6056. 
Fax: 316-941-6640. Telex: 6875048. 
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THE STH COLUMN 


Between two giants 


he trade dispute between Peking 

and Washington is on the verge 

of becoming a full-blown trade 

war, with devastating long-term 
consequences for Hongkong as well as for 
China and the US. In Hongkong, govern- 
ment officials and businessmen are increas- 
ingly concerned about the heated rhetoric 
from Chinese and US trade officials. 

A healthy trade relationship between 
China and the US is vital to Hongkong. A 
severe slowdown in trade between the 
countries would sharply curtail economic 
growth in the colony. Hongkong’s GDP is 
expected to expand 6% this year, from 3.9% 
in 1991, largely because of the spillover ef- 


| fect from southern China's buoyant 
| economy. Many exports from this increas- 


_ | ingly prosperous region go to the US. 


As concern in Hongkong grows, so 


| does frustration from being on the side- 


lines. The colony plays an important 
entrepot role in much of the trade between 
China and the US, but it is not entitled to 
any representation in negotiations between 


Peking and Washington because it is not a 


direct party in the dispute. 

The trade rift first flared on 10 October 
1991, when President George Bush directed 
of the office the US Trade Representative 
(USTR) to investigate how China’s trade law 
and practices affect market access for US 
exporters. 

The investigation, the authority for 
which stems from Section 301 of the US 
Trade and Tariff Act of 1974, focused on 
problem areas in China's trading practices. 
These included the lack of transparency in 
import prohibitions and restrictions, cum- 
bersome and restrictive licensing require- 


. | ments, and unnecessary obstacles such as 


requirements covering standards, testing 
and certification. 

After the investigation, the USTR deter- 
mined that China's trade practices consti- 


tuted significant barriers to US imports. 


Consequently, Washington began calling 
for further liberalisation of Peking's trade 
regime. 

The USTR raised the ante by issuing a 
hitlist targeting a wide range of Chinese 
imports to be subjected to increased duties 
of up to 1009; from 10 October this year. 
China responded with a retaliatory hitlist 
of US imports. 

The Section 301 investigation and hitlist 
came about because: 

P The eclipse of the US as the world's top 
economic power has led to increased anxi- 
eties in Congress that have been mani- 
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By Kam S. Wong and Kam C. Wong 


fested in protectionist policies. 

P» The loss of competitiveness of many US 
companies in the past two decades has led 
to assertive trade practices by Washington 
in an effort to force open the markets of its 
trade partners. 

> The increased productivity of the Asia- 
Pacific region has especially generated con- 
cern among US industries that the domes- 
tic market should be protected. 

> The growing budget and trade deficits 
of the US have resulted in calls from Wash- 
ington for more managed trade to reduce 
the gaps. 

> Washington has proved to be inept in 
its attempts to fuel substantial economic 
growth. The government's failure to get 
the economy ‘rolling 
again has resulted in a 
series of questionable 
quick-fixes and short- 
term solutions, such as 
the investigation of Chi- 
na's trade policies. 

Most of the factors 
causing economic prob- 
lems in the US are do- 
mestic in origin, struc- 
tural in nature and long 
in formation. They can- 
not be easily resolved in- 
ternally, much less re- 
moved by external meas- 
ures such as trade tariffs. 

Notwithstanding any 
new economic crisis in 
the US that would result 
in louder calls from pro- 
tectionists, an agreement 
between Peking and 
Washington is not out of 
the question. In the past 
decade, China has done 
much to open up its 
economy and liberalise 
its trade. Moreover, de- 
spite setbacks, paramount leader Deng 
Xiaoping has kept the country on course in 
its transition to a socialistic market 
economy. 

Peking has normalised commercial 
practices through new regulations and di- 
rectives. It has facilitated trade by 
deregulating many strategic commodities 
and by lowering tariffs on others. The gov- 
ernment has also allowed more decentrali- 
sation of corporate decision-making to bol- 
ster entrepreneurship, and it has made 
much headway in the privatisation of capi- 
tal assets. 
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A healthy: 
US-China 
trade 
relationship ts 
vital to 
Hongkong 


Although much has been done by Pe- 
king to liberalise the country’s trade poli- 
cies and to open up its vast market to for- 
eign companies, more still needs to be ac- 
complished. Much of the red tape in the 
country’s customs office needs to be 
scrapped, especially unnecessary licensing 
requirements and inspection standards that 
retard business transactions. 

There are other reasons why it is in Chi- 
na's interest to continue to liberalise its 
trade policies and to improve its commer- 
cial practices. As part of its stated objective 
of opening the economy to foreign partici- 
pation and joint ventures, Peking should 
take note of foreign traders’ concerns. This 
is consistent with China's continued effort 
to learn as a developing 
country. Only by im- 
proving its economic in- 
frastructure and com- 
mercial practices can 
China be better able to 
attract foreign resources 
and technology. 

In sum, the welfare of 
Hongkong is likely to be 
overshadowed by the 
political expediency of 
the US and the economic 
development of China. In 
its dialogue with Wash- 
ington, however, Peking 
should take into consid- 
eration the interests of 
the colony. 

Even in the run-up to 
1997, when China will 
assume sovereignty of 
Hongkong from Britain, 
the colony's residents do 
not ask Peking to put 
their welfare on the same 
footing as 1.2 billion 
Chinese citizens. But as 
Peking is insistent upon 
including Hongkong as part of a united 
China, the colony's interests must be 
taken into account and balanced against 
the needs of the rest of the country. In 
so doing, Peking can only benefit further 
from Hongkong's East-meets-West way 
of doing business, which is a proven 
winner. a 


Kam S. Wong is managing director of Kowloon 
Watch in Hongkong, as well as chairman of the 
Federation of Hongkong Watch Trades and In- 
dustries. Kam C. Wong is legal counsel and 
executive director of Kowloon Watch. 
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AS LONG AS DELIGHTING 
SOMEONE ELSE IS ONE OF YOUR 
GREATEST DELIGHTS ... 














There will always be a 


Mey CHIVAS REGAL. | 


y. 


í 7 


s 
em 


», 





4 
KEC 
1/ 











À pilot offers a stranded traveller a lift, knowing that whatever destination thc 


traveller mentions, it will take her no more than a kilometre or so out of her way 
Given that they begin in Buenos Aires, what must the pilot's final destination be? 








Does the key to globalisation. P: 
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Notice how every communications supplier is E 


trying to outshout another about how many offices it 
has around the world? 
At ATST: we believe it's what wecan do fe} you atour 






offices that makes us an effective resource, not just that : 


we do business i in over 130 countries. What matters most 





is the quality of relationships we've built over many years 


with local telephone companies, and the experience 
we've gained from that. * 
Our international network, for example; handles d 





over à billion calls. a year. We're also working with. : 2 


nations that are busy building the infrastructures that... 


Í support global communications. And we have the R&D 
resources of ATST Bell Laboratories and the financial | 
» strength that enable us to make long- term commitments 
tonewmarkets. = | | 
n How to tell global claims apart Look for the company : 
that's more interested i in how well your offices around the 


world are doing rather than its own. 







What leading industry consultants 
are saying about NCR's System 3000 





66The technolo gy and the product 
strategy are brilliant. Even if NCR delivers 
only half what it promises, it warrants 

the serious attention of every OIS Planner. 
We applaud NCR for swinging for the 





home run. 9 
— GARTNER GROUP 


The right product strategy can reduce 
your processing costs by as much as 
100 times compared to conventional 
computing architecture. 

NCR’s System 3000 gives you 
this processing advantage with a com- 
plete family of expandable computer 
platforms, running open operating preserve your investment in propri- 
systems like UNIX 5 OS/2 or ! etary systems while moving towards a 
MS-DOS - the widest range of open The NCR System 3000 family — more flexible, open environment. 
computing options in the industry. The widest range of options. See what NCR's strategy can do 

Based on the Intel® microprocessors, the System for your business. Let your NCR representative demon- 
3000 family provides you with an unequalled range of strate the advantages of the System 3000. 


Open, Cooperative Computing. 
The Strategy For Managing Change. 


NCR is the name and mark of NCR Corporation. Intel is a registered trademark of Intel Corporation. UNIX is à registered trademark of AT&T. 
©1991 NCR Corporation. “NCR: Swinging for the Home Run" Gartner Group Office Information Systems Research Note, C-NCR-778, 10/17/90 


performance, an extensive set of 
existing applications, tools and peri- 
pherals — all designed to support the 
computing needs of one to hundreds 
of users. We also designed the System 
s | 3000 to connect to your current com- 
puting architecture, allowing you to 
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Pirates’ lair 


Taiwan's software copiers perfect the hologram 


By Mark Clifford in Taipei 


olice who raided four printing 
P shops in Taipei in July found the hi- 

tech equivalent of a gold mine. The 
»ooty included more than 10,000 counter- 
‘eit copies of Windows and MS-DOS, the 
software programs that have helped to 
make Microsoft one of the fastest-growing 
companies in the US. 

Expertly printed (right down to the bar 
codes) and shrink-wrapped, the boxes con- 
‘aining disks and manuals even came com- 
olete with the holograms that are supposed 
0 guarantee their authenticity. The bust 
;»roke up a ring that was selling about 
75,000 of the programs a month — re- 
»resenting a retail value of US$4.5 mil- 
ion. 

Software piracy is nothing new in Tai- 
wan, but its new technological edge is. 
3y counterfeiting the holograms, the pi- 
‘ates have neutralised what was supposed 
0 be a key weapon for the software mak- 
ars. 

They have had help from some surpris- 
ng quarters. Investigators who broke up 
inother ring in January discovered that 
nany of the holograms were being pro- 
luced by rogue scientists in southern 
-hina. Microsoft claims that at least 450,000 
— and perhaps as many as 3 million — 
ake holograms have been made at the 
shenzhen Reflective Materials Institute, a 
zovernment institution in the special eco- 
Yomic zone near Hongkong. Although the 
-hinese authorities are believed to have 
cautioned the institute about its scientists’ 
ictivities, the supply of holograms from 
shenzhen and Hongkong has not dried up, 
ccording to private investigators and 
Microsoft officials. 

The hologram episode illustrates how 
he nature of software piracy in Taiwan has 
‘hanged. Once a source of cheap copies for 
customers willing to flout copyright laws, 
t is now an international operation pro- 
lucing near-perfect fakes that are sold at 
ull price to unsuspecting computer users. 
.ike originals, the fake packages include 
warranty cards and advertisements for 
hird-party software. And Microsoft has 
incovered high-quality copies of its manu- 
ils printed in English, French, German, 
talian and Swedish. 

"This year, our investigators have un- 
'»vered record amounts of fake products 
ind documentation," says Alix Parlour, 
ne of 12 Microsoft attorneys working to 
oil counterfeiters. Microsoft says software 
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rip-offs — including illegal office and 
dealer copying as well as counterfeiting — 
cause it to lose more than USS1 billion a 
year in sales. 

Making fake consumer goods is largely 
a thing of the past in Taiwan, as labour 
costs are too expensive for pirates to bother 
with copying Nike sports shoes or Louis 
Vuitton bags. 

But for anyone with the right technical 
know-how, copying software is a lucrative 
business because the costs are small rela- 
tive to the programs’ selling price. Parlour 
says Taiwan is the world’s biggest source 
of counterfeit software. 

US industries have long regarded Tai- 
wan as one of the worst offenders of intel- 
lectual-property rights because of weak le- 
gal protection, erratic enforcement and a 
high level of skill on the part of pirates. 
The International Intellectual Property 
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Rights Alliance says copyright violations 
in Taiwan, mostly in the electronics indus- 
try, cost US companies about US$370 mil- 
lion annually. 

US manufacturers complain that Tai- 
wan companies regularly steal software 
and chip designs. In a case currently pend- 
ing in a California court, Nintendo (USA) 
is accusing a subsidiary of one of Taiwan's 
biggest chip makers — United Microelec- 
tronics — of stealing a chip design for its 
video games. The Taiwan company, which 
denies the charge, says it was entrapped 
by a Nintendo representative. 

In yet another twist on piracy, US chip 
maker Intel hired private investigators in 
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A software piracy crackdown in Taiwan finds links to Hongkong and China. 


1990 to crack a ring in Taiwan that was 
relabelling the company's microprocessors. 
This made them look like more powerful 
devices and allowed them to be sold on 
the grey market at inflated prices. 

Authorities in Taiwan have often ap- 
peared to turn a blind eye to even the most 
blatant violations, says Lynn Harris, a pri- 
vate investigator who has worked for 
Microsoft and other hi-tech companies. 

Harris says that when she tried to pre- 
vent a shipment of counterfeit Atari com- 
puters being loaded onto an aircraft sev- 
eral years ago, a customs official at Taipei's 
international airport told her: "You know, 
you fight so hard, but counterfeiters make 
a lot of money for this country." 

Nonetheless, time is running out for 
Taiwan's counterfeiters. In April, frustrated 
US trade negotiators designated Taiwan a 
priority country under section 301 of the 
US trade act. 

The designation could have resulted in 
punitive duties on Taiwan's electronics ex- 
ports to the US, which totalled US$3.8 bil- 
lion in 1991. Such duties could have meant 
the end of computer exports from Taiwan, 
says John Deng, deputy director at Tai- 
wan's Board of Foreign Trade. “Our com- 
puter makers have enough trouble” be- 





cause of steep price cuts, without adding 
trade sanctions, he adds. 

But on 8 June, after nine days of mara- 
thon negotiations with US representatives, 
Taiwan signed a sweeping agreement on 
intellectual-property rights. It promised 
more legal protection for intellectual prop- 
erty, better enforcement efforts and stiffer 
penalties for pirates. Quarterly reviews will 
monitor progress. Highlights of the agree- 
ment include: 
> Bringing Taiwan's patent and trade- 
mark laws up to international standards, 
in line with Gatt's draft Uruguay Round 
agreement on intellectual property. 
> The establishment of an export-licens- 
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mpact ‘dink. computer ‘software and 
eo games to prevent bootlegging of 
opyrighted software and video products. 
» Stiffer criminal penalties for pirates, 
ny of whom are able to convert jail 
arms into fines. 
- Aggressive prosecution of cable-televi- 
ion operators who show pirated pro- 
rammes and businesses who show unli- 
nsed videotapes and laser discs. 
» Quarterly consultations with the US to 
ack implementation and to provide data 
n penalties handed out to violators. 
The agreement is the toughest on intel- 
-.. lectual-property rights that the US has ever 
. struck, and local businessmen complain 
'. that Taiwan is being unfairly singled out 
* by Washington. They are particularly an- 
-gered by the physical-inspection pro- 
-= gramme, which requires sample testing of 
^. virtually every model of personal compu- 
ter, printer or compact-disk player for ex- 

rt. 
we P The Institute for Information Industry, 
/.. the semi-government agency in charge of 
_ the physical-inspection programme, has 
_ hired 40 inspectors and has spent almost 
_. NTSI billion to get ready for the inspection 
_ system, which is due to come into opera- 
tion on 1 November. “There will be many 
_ problems," says Jullian Wu, who is in 
|. charge of implementing the inspection sys- 













RN "Our industry complains," the Board of 
.. Foreign Trade's Deng says. They ask, “why 


- "are we the only country [that has such rig- 


-..orous procedures]?” Taiwan officials and 
. ‘businesses also worry that the issue of in- 
^. fringements on intellectual-property rights 
. might be wielded as a protectionist club 
- with which to batter Taiwan's electronics 
| industry. | 
.. . "There seem to be good intentions on 
Me ‘the part of the authorities,” a Western ob- 
. | server involved with the negotiations says. 
_ But she adds: "I'm not sure if there is good 
|, coordination" among the 17 ministries, 
agencies and organisations involved in im- 
lementing the agreement. | 
For now, both sides are optimistic. US 
and Taiwan authorities say that if all goes 
vell, the intellectual property-rights issue 
hould disappear by 1994. 
"Hopefully, we can very quickly elimi- 
e these bad apples and get everything 
1 order," says Deng, who is trying to con- 
ce customs officials and police that the 
ifeguarding of intellectual property de- 
serves high priority. The government is 
Iso trying to encourage tougher enforce- 
ment by giving police as much credit for 
arresting offenders of intellectual property 
ights as for catching a rapist 
Investigator Harris, however, is not 
eady to declare victory. “Every time [we 
ike a big raid], we think that this is the 
- one," she says. “But every time we hit 
Puutenietten another one comes up." a 
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uccess breeds high expectations. 
Singapore's growth has slowed to a 
rate many countries would be 
proud of, but local economists fret 
that the nation may be on the verge of re- 
cession. Adding to the general air of anxi- 
ety, the government has indicated that a 
major review of economic policy is in the 
offing. 

GDP growth of 4.7% in April-June 1992 
— against the same period last year — 
does indeed seem modest against 8.3% in 
full-year 1990 and 6.7% in 1991. Growth 
for 1992 as a whole could slip below 5% 
for the first time since 1986. 

To put the figures in perspective, one 
of Prime Minister Goh Chok Tong's aims 
is for Singapore to achieve a "Swiss stand- 
ard of living" by the end of the century. "If 
we can grow by 7% per annum, we will 
achieve the target by 1999," said Goh re- 
cently. But likely economic expansion of 
only 556 or less in the next few years could 
delay that achievement until 2003. 
Doomsayers. say. the slowdown is the 


Mercantile malaise _ 





result of weak overseas markets and por- 
tends a slump comparable with 1986, when 
total trade declined 9.6% from a year ear- 
lier. Others say a lower growth rate is a 
natural consequence of a long-awaited 
transition from a developing to a "mature" 
economy. 

What concerns pessimists is that in a 
country where the value of trade is more 
than twice GDP, total trade in the first half 
of 1992 fell 4.5% to S$103.9 billion (US$65 
billion) against the same period last year. 
This is the largest drop since 1986. The lat- 
est data augur ill for the second half: Au- 


gust showed a decline of 2.2% against last review was in 1985. 


Great expectations 


year, after an increase of 0.5% in July. 

Another concern is the composition of 
the overall growth rate. The construction 
sector, which constitutes just 796 of GDP, 
grew 23.3% and contributed to about 27% 
of the total growth in the second quarter. 
Manufacturing, on the other hand, regis- 
tered zero growth, following a decline in 
the first quarter. 

The US is the largest market for Singa- 
porean goods and its largest foreign inves- 
tor. With any recovery in the US now look- 
ing unlikely before the second half of next 
year, the prospects for Singapore's econ- 
omy in the next 12 months do not look 
good. 

On the positive side, with the highest 
savings rate in the world, the largest per- 
capita official foreign reserves, a stable cur- 
rency and a trade surplus, Singapore's 
economy is structurally sound by any 
standards. Inflation continues to be mod- 
est, registering around 3% in July from a 
year earlier, while unemployment remains 
neglible, at 2% in July. 

The Singapore dollar is generally 
strong. It has hit a record level of S$1.59 
against the greenback, compared with 
about $$1.70 in September 1991. 

Some aspects of the August trade data 
also offer reasons for optimism. Domestic 
non-oil exports increased by 14.2% from a 
year earlier to just over 5$5 billion, though 
a sharp drop in oil exports meant total ex- 
ports eased 0.6% to $$9.7 billion. Analysts 
say that domestic exports increased mainly 
because of higher exports of electronic 
goods which, if sustained, should speed up 
the economic turnaround. 

Some local analysts have postulated 
that one reason Singapore’s growth has 
slowed relative to its neighbours is that the 
country’s national savings rate of 47% of 
GDP dampens consumption too much. Af- 
ter official disapproval was expressed 
about such “loose talk,” analysts started 
saying that government levies and taxes 
were too high. 

The government seems more receptive 
to talk of reducing business costs than re- 
ducing national savings, and “a cost review 
committee” has been set up under by Sen- 
ior Minister of Trade and Industry Lim 
Boon Heng. | 

On 7 September, Prime Minister Goh ‘ 
gave another hint of a government reas- i 
sessment of the economic situation when 
he said the administration likes to under- 
take a fundamental review of its economic 
policies "every five to 10 years." The last 
. WN.Balakrishnan 
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Setting an example 


Japanese manufacturer Ricoh slashes costs 





iroshi Hamada, president of Japa- 

nese office-equipment and camera 

maker Ricoh, understands the uni- 
ying principle of red ink. At a March 
'oard meeting, he announced the compa- 
\y’s first-ever operating loss — and 
xomptly demanded the resignation of its 
3 directors. Four of the board's older di- 
ectors retired immediately. The rest, suit- 
ibly abashed, were allowed to stay on to 
mplement Hamada's plan to restore Ricoh 
o profitability. 

Hamada's gambit was unusual in Ja- 
van, where directors are generally held 
bove the fray of retrenchment. But the 
nove underlined the seriousness of the dif- 
iculties facing the 56-year-old company, 
vhich commands the largest share of Ja- 
‘an’s market for photocopiers and fac- 
imile machines. 

In a harbinger of the tough decisions 
nany Japanese firms will face in coming 
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Ricoh's financial highlights 
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nonths, Ricoh has embarked on a strin- 
ent programme of cost-cutting. 

The company's operating loss in the 
ear to 31 March was ¥1.7 billion (US$13.8 
aillion). Its net income meanwhile, plung- 
d 67% from a year earlier to Y4.9 billion. 
vevenue was virtually flat at Y673 billion. 

"Ricoh headed for the red earlier than 
he rest [of Japan's photo-optical compa- 
ties],” says Barclays de Zoete Wedd ana- 
yst Boris Petersik, "but the steps they have 
aken to deal with the problem sets the 
rend for the industry as a whole." 

Analysts say Ricoh, which almost sin- 
le-handedly created the copier market in 
apan three decades ago, has generally re- 
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lied on the strength of its marketing net- | 
work to bolster earnings. The company | 


employs a marketing staff of 20,000. It has 
about 3,200 agent shops in Japan. 

Canon, the No. 2 contender in Japan's 
office-equipment market, has chosen to 





rely more on brains than brawn. It has di- | 
versified more speedily into high-quality | 


computer peripherals and has built a 
strong overseas presence. Because compu- 
ter-printer sales have held up better than 


other parts of the office-equipment market, | 


Canon's domestic arm, Canon Sales, has 
utilised its stronger cash flow to undercut 


Ricoh's pricing and to erode its dominant | 


market share. 
Strategy aside, the main problem facing 
Ricoh afflicts all of Japan's photo-optical 


equipment makers. After spending heavily | 


in the late 1980s on plant and equipment 
and by expanding these workforce to meet 
anticipated demand, these companies — 
which include Minolta, Konica, Asahi Op- 
tical and Nikon — face flat sales growth 
for the foreseeable future. All are sitting on 
huge inventories and share unsustainably 
high cost structures. 

According to the Japan Machinery Fed- 
eration, domestic sales of photo-optical 
equipment such as cameras, facsimile ma- 
chines and copiers fell to ¥136 billion in the 
second quarter of 1992 from ¥137 billion a 
year earlier. Analysts at UBS-Phillips & 
Drew expect the earnings of all precision- 
machinery manufacturers to decline about 
37% in the fiscal year ending on 31 March. 


Last year, the companies’ aggregate earn- | 


ings fell about 47%. 

"Industry is cutting office-automation 
spending," says Hiroshi Yoshihara, an ana- 
lyst at Salomon Brothers in Tokyo. "For the 
next year, the only way for makers of that 
type of equipment to generate earnings is 
by cutting their own costs." 

Since Hamada's bombshell in March, 


Ricoh has slashed the number of products | 








and parts that it sells to 3,100 from 5,000. In | 
addition, the company has stopped work | 


on eight new products, and it is giving ex- 
ecutives responsible for 30 others one year 
to make them profitable. 

Variable costs such as advertising ex- 
penses and travel budgets have also been 


cut by ¥3.2 billion, while fixed expenditure | 
has been reduced 10%, or roughly ¥10 bil- | 


lion. An estimated Y6.9 billion of inventory 
has been shipped off at cut-rate prices. 


As with most other Japanese com- | 


panies, Ricoh has drawn the line at sacking 
workers, though the company is not re- 
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*Look after this 
planet, it's the only 
one we have? 


International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have. 


Write for further information to 


WWE International, CH-1196 
Gland, Switzerland. 


WWF 
World Wide Fund For Nature 























ing many of: ees who retire 
resign. It has. also transferred 800 of its 
13,500 employees to front-line sales jobs 
om support functions, — — 
“We have stopped the bleeding," says 
Ricoh general manager Hiroshi Sakagami. 
"But if we want to call our company very 
healthy, we must improve our break-even 
















--. Analysts expect Ricoh to post a modest 
operating profit in the current fiscal year. 
e. Barclays de Zoete Wedd calculates that a 
«.-:296 cut in Ricoh's costs of sales will bolster 
. . profit 176% from two years ago. 
The stockmarket has responded posi- 

tively to Hamada's campaign. Ricoh's 
share price hit a record X728 in late Au- 
gust, up from. a low of Y402 shortly after 
the March board meeting. The share price 
_ has since retreated about 12% on profit tak- 
| ing. 
(n iR addition to trimming fat, Ricoh is at- 
_. tempting to diversify its source of earnings 
by focusing more on overseas markets. The 
= company recently took a 25% equity stake 
| in German office-machine supplier 
_ Gestetner. It has also shifted production of 
- Jow-end office-automation equipment for 
_ the US market to South Korea from Japan. 
C0. These moves, however, come late in 
comparison to its main competitor. Eighty 
|». percent of Canon’s sales are overseas, com- 
pared with 27% of Ricoh's. And unlike 
| 7 Ricoh, which manufactures most of its 
_ products in Japan, Canon only produces 
domestically its single-lens reflex camera. 
_ Since 1990, most of Canon's products have 
_ been made in Thailand, Malaysia and 
_.. China, says general manager Masayoshi 
... Hiramatsu. 
-o Canon also holds the edge in research- 
.. and-development spending. The company 
-.* devoted roughly 10% of its ¥1 trillion rev- 
enue in 1991 to product development, 
|. while Ricoh spent 8.2% of its revenue on 
* research and development. A decade ago, 
_ Salomon’s Yoshihara says, Canon and 
^L. Ricoh matched each other in this area, but 
|... Canon has pulled ahead by increasing sales 
_ through diversification. 
5. Nonetheless, Ricoh does have strengths. 
Analysts laud the company for its 
digitalised multifunction copiers that com- 
bine the functions of a copier, a facsimile 
machine and a computer printer. Ricoh's 
Tmagio line is the market-leader in this new 
field. Similarly, Ricoh holds the market 
edge in plain-paper facsimile machines. 
‘These machines are rapidly replacing their 
thermal paper forerunners, which are more 
expensive to operate. 
-— More to the point, analysts say, Ricoh is 
focusing much more on profitability. An 
executive at a competitor says Hamada has 
| DUE in restoring.a sense of purpose 
at Ricoh after almost a decade of compla- 
ency. “They have for so long been the big- 
est in their field,” he says. “Now they are 
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he past two years — 
ecially the economic reforms in southern China — as evidence that the transi- 





d ho from: socialism to capitalism need not be all that painful or lengthy. 


China's economic reforms look all the more impressive when viewed against 


the chaos in the former Soviet Union, where political reform preceded economic 
reform. But China's progress is in many ways still skin deep. 


The problems of reforming China's still huge state sector are as real as those in 
Russia. The difference is that Peking has chipped away at the edges of the problem 
while Moscow has not even done that. 

A recent World Bank mission to China concluded that across the production 


spectrum "there is no grand design for enterprise reform and prospects for sweep- 


ing privatisation are slim." The relative importance of these behemoths in the 
Chinese economy has admittedly diminished as a result of reforms permitting 
market-oriented production in the small business and services sector. 

State enterprises now account for 5396 of total industrial value-added in China 
compared with 60% in 1987. But the output of the state sector is growing at 12% a 
year, and investment in state enterprises is rising at 40% a year — despite what the 
Work Bank calls their "poor performance" and the fact that: many of them con- 
: tinue to lose money. | 
-— . I the financing of these losses (and the 
a subsidising of much state-sector produc- 
I? tion) were to be made transparent in Chi- 
—ma's central budget, the country's fiscal 

deficit of 3% of GDP would triple, suggests 
! World Bank economist Vinod Thomas. 
À. This is a major factor, too, behind the 
-rapid rise in credit creation in China and 
1 . the fast-accelerating inflation rate. | 
| .. Were it not for China's impressive 40% 
|. savings rate, all this public-sector financ- 
. ing would be even more inflationary. So, 
while it is comforting that China's current 
boom is investment driven — unlike the 
| m consumption-driven boom which led to 
dangercus overheating of d the. economy in 1988 — the fact is state enterprises are 
doing most of the investing. 

Even in booming Guangdong province — which the World Bank says is grow- . 

ing at a "breathtaking" 20% a year and where estimated per-capita income is now 





"at least double" China's average — the state enterprises still account for around 
` 75% of domestic investment. Their contribution is far higher in other Chinese 
provinces where foreign investment is much less than in Guangdong. 


<- Peking- has assured the World Bank that it plans to move most economic 


activity out of the state sector in the coming years. And there is talk of 
E corporatisation and management autonomy in state enterprises. 


"The trouble is that reforming these public-sector dinosaurs entails much more - 


os than: declaring them accountable for their own costs and pricing — or ene. to 
`< auction them off to the private sector, 


. Fiscal, monetary and financial policies all have to ve reformed first, as does the 


ES regulatory framework: Then, foreign and domestic trade have to be opened up to 
E: -provide proper price signals. Labour market: reforms. are needed too. — ^ 





While China boasts that. 75% of all goods are sold at uncontrolled prices, the n 


. crucial remaining 25% relate largely: to the state enterprises. 


- Unless China is prepared to deepen its reforms and adopt better. technologies, : ; x 





2d the latest great leap forward could. falter as badly as Mao's did some 30 yearsago. . 





Drawing on its experience of having to dissolve huge zaibatsu (closely held 
; orld War IL, Japan has advised Russia to cut its state-sector 

















PAKISTAN 
aas production 


Jnion Texas Pakistan said on 
27 September it has begun 
1atural-gas production from 
wo new fields in Sindh 
»rovince. Their combined 
yutput is 70 million cubic feet 
»X gas a day. This raises Union 
l'exas' total daily production 
o 150 million cubic feet, 
'epresenting about 10% of 
?"akistan's total output. 


VIETNAM 

Singapore pact 

Vietnam and Singapore signed 
in accord on 24 September 
wanting each other most 
avoured nation trading status. 
"ingapore is now Vietnam's 
argest trading partner, with 
wo-way trade reaching S$850 
nillion (US$530 million) in the 
irst half of 1992. Singaporean 
ompanies have been granted 
7 investment licences worth 
JS$54 million since Singapore 
ifted a 13-year ban on 
nvestment in Vietnam last 


November. 


>HINA 

rade violations 

'eking has fined three local 
tile firms for falsely 

ibelling garments as “made in 
anama" in order to bypass 

JS import quotas. The case — 
ye first in which China is 
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known to have punished 
quota violators — follows a 
US move to cut China’s quota 
by the amount of the 
mislabelled goods. 


Guangdong investment 


The cities of Shaoguan, 
Heyuan and Meizhou will be 
opened to foreign investment, 
Zhu Senlin, governor of 
Guangdong province, said on 
26 September. The decision 
reflects official concern that 
investment has been too 
focused in the Pearl River 
Delta, where labour and land 
costs have risen sharply. 


PHILIPPINES 
Subic base proposal 


A group of Taiwanese firms 
has proposed building a 300- 
hectare economic-processing 
zone in the former US naval 
base at Subic Bay, said Richard 
Gordon, administrator of the 
Subic Bay Metropolitan 
Authority. The proposal, 
presented by Taiwan's 
economic affairs minister, 
Vincent Siew, is the first 
serious offer to convert the 
base to non-military use, 
Gordon added. 


INDIA 
OTC market opens 


An all-electronic stockmarket, 
the Over-the-Counter 
Exchange of India, began 
trading in Bombay on 29 
September with two listed 
stocks. The exchange has no 
trading floor, instead linking 
computers in 130 locations in 
the city. It plans eventually to 
expand nationwide. 
Companies listed on 
established exchanges are not 
eligible to trade on the 
network. 


SOUTH KOREA 
Samsung tests chip 


Samsung Electronics said on 
26 September that it has 
successfully tested a 64- 
megabyte dynamic random 





Former Subic Bay workers: new investment hope. 


access memory chip. The 
company hopes to distribute 
the chip for field testing by 
1994 and be the first to 
develop it commercially. US, 
European and Japanese 
companies are hoping to begin 
production of this type of chip 
by 1995. 


JAPAN 
Microchip share 


Foreign companies’ share of 
Japan's semiconductor market 
rose to 16% in the second 
quarter from 14.6% in the 
previous three months, US 
Trade Representative Carla 
Hills said. Hills, noting 
progress under the 1991 
Semiconductor Arrangement 
between the US and Japan, 
said the rise "represents the 
first bright spot we have seen 
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in an otherwise disappointing 
first year." Market growth was 
flat during the period. 


Mitsubishi in China 


The Mitsubishi group has 
received a Y5 billion (US$42 
million) order from China to 
build the world's largest 
acrylamide tertiary recovery 
chemical plant at the Daqing 
oil field. Mitsubishi Corp., 
Mitsubishi Kasei Corp. and 
Mitsubishi Kasei Engineering 
soon are expected to sign an 
agreement with China 
National Technical Import & 
Export Corp. and Daqing Oil 
Administration Agency to 
build the plant at China's 
largest oil field. 


Taiwan bank licence 


The Ministry of Finance said it 
has granted Taiwanese state- 
run Chang Hwa Commercial 
Bank permission to open a 
branch in Tokyo. It will be the 


2 first Taiwanese bank to do so 


in more than 40 years. The 
only Taiwanese bank currently 
to have a branch in Tokyo is 
International Commercial 
Bank of China. 


TAIWAN 

New Gatt status 

Gatt on 29 September 
granted observer status to 
Taiwan. A formal working 
party has been set up to settle 
the terms of the island's full 
membership, which is 
expected to be granted within 
one year. 
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| pany as a securities firm, 
1 was originally taken over 
| by Australian entrepreneur 
Bil Wyllie in 1987. Four- 

























sold off a convenient 34.5% 
stake in itself to Allied in. 
| what was believed to be 

-one of the transactions that 








sia Securities International has 

. been bouncing around a long 

, time in Hongkong. Its latest 

bounce, which took it, in mid-Sep- 

imber, from the arms of Lee Ming-tee's 

llied Group to EIE Development (Inter- 

ional), is exactly the sort of transaction 

iat Hongkong's Securities and Futures 
omm*ission dislikes. 

^ The commission, which instigated an 





investigation into the affairs of several of 
Lee's companies just one month before this 


latest manoeuvre, is concerned about 


takeover transactions that are not subject 
toa general shareholders’ vote. 


At present, if less than 35% of a com- 


| pany's shares change hands, the company 
1 is not required to hold a general sharehold- 
ers’ meeting. But frequently, control 
: changes hands ata rate that benefits only 


one set of shareholders when others would 
love to cash out as well. 

< "Certain companies do things," says the 
"head of research at one local broker. “And 
certain companies exist 
¿only to have their shares 
traded, not to develop a 
"business. And Asia Securi- 
ties falls into the latter cat- 
_egory.” | 
The company, which is 
as- much a property com- 


years later, Asia Securities . : 


the securities commission 

as asked investigators to study. By on- 
elling that stake to EIE Development, 
ied is realising a loss on its investment. 
heless, given. that the: HK duel 60-a- 








Lee: investigation. 


phrase. that sp 
7 hard-boiled 


Investments, made an offer for EIE. The 
bid was about 50% higher than Li's; the 


-. bidders cited the rise in property prices in 
» the interim. That nevertheless underscored 


the point that the original deal was a real 
boon for Li, who was said to have realised 
a gain of about HK$600 million on his in- 
vestment. 

Also high on the securities commis- 
sion's agenda is the matter of privatisa- 
tions. Predictably enough, concern was re- 
newed following abortive efforts to restruc- 
ture the Allied group earlier this year and 
repeated attempts over the past two years 
to privatise parts of the Lau brothers' 
Evergo holdings, including China Enter- 
tainment and Chinese Estates Holdings. 

When such transactions are done at a 
steep discount to net asset value, minority 
shareholders are essentially disenfran- 
chised from voting on an undertaking that 
is not in their best interests. "The [commis- 
sion] would like to give minorities more 
bargaining power in privatisations," ac- 
cording to one source close 
to the agency. The counter 
argument, of course, is that 
to tamper with the existing 
setup is to short change 
majority shareholders. 

Expect action on the pri- 
vatisation front soon. After 
that issue is resolved, the 
commission plans to tackle 
takeover transactions. The 
original debate centred on 
whether the threshold 
(above which all sharehold- 
ers would have a chance to 
participate) should be set at 
30% or 35%. But to be re- 
ally meaningful, that figure 
would have to drop to around 25% or even 
2095, according to merchant bankers. "With 
20%, any secret arrangement is less likely 
to endure," advises one. "You need more 
chums." 

"We don't want to give the market in- 
digestion by putting too many issues in the 
market at once," says one source close to 
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. the commission. "Once we have resolved 


privatisations, we'll review the threshold 


 . on takeovers.” But whatever the timing, 


certain market participants are likely to 
suffer from indigestion i in any case. 
AS ÓE Henny Sender 
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d closed doors 


Malayan United Industries (MUI) chair- 
man Khoo Kay Peng and Berjaya Group 
chief Vincent Tan, this may well be the 
case. 

Tan, who acquired a 30% stake in MUI, 
has been bogged down for the past 14 
months in a tense stand-off with Khoo. The 
Berjaya leader had not reckoned that Khoo 
held a seemingly unassailable 51% in MUI 
through a collection of direct and indirect 
stakes. But sources close to Tan confided 
recently that an overture has been made to 
Khoo which may allow Tan to dispose of 
his 30% stake in MUI by early next year at a 
profit. This way, both parties would be able 
to save face. 

Details of the possible deal are hazy. 
Also unclear is the fate of Khoo's prized 
possession, MUI Bank. Rumours sweeping 
the Kuala Lumpur stockmarket say Khoo 
may sell the bank to Arab-Malaysian 
Finance chief Tan Sri Dato Azman 
Hashim. 

If Khoo does cough up the jewel in the 
crown, it would not come cheaply. But 
money is only one factor which may con- 
vince Khoo to part with the bank. MUI 
Bank has been a political thorn in his side 
for years. Central-bank officials, for one, 
have kept close tabs on the bank's activi- 
ties, suggesting that the ethnic-Chinese ty- 
coon is not in favour with Malaysia's gov- 
ernment. 

With regulators still making trouble be- 
hind the scenes, Khoo may want to settle 
all his problems by putting MUI Bank on 
the block. But while he is thinking how 
best to reorganise his empire, he is taking 
no chances. Insiders say he is still consoli- 
dating his 51% stake. 

Analysts have detected quite a lot of 
asset shuffling on Khoo's part lately. Twc 
of his companies — KKP Holdings and 
KKP Enterprises — announced on 24 
September that they had sold more than 
34 million shares, or 5.2%, in MUI to 
an unidentified buyer for over M$93 
million. 

The buyer is widely believed to be Pan 
Malaysia Rubber Industries, a firm allied 
to Khoo. One day earlier, Pan Malaysia 
proposed a rights i issue of 200 million new 
shares at a price of M$1 a share. A bonus 
issue of 50 million new shares and a spe- 
cial bumiputra, or Malay-only, issue of 21.5 
million shares will also be made. 

The exercise will generate over M$221 
million in cash, which may be used to pay 
for the MUI shares. The purchase will boost 
Pan Malayzia s stake in MUI to nearly 20%. 

" Pong Tsuruoka 


Tokyo closes. 
London opens. 





“Around the world in eighty days" is a 
thing of the past. As world markets move 
even closer, distance is no object to today's 
investor. 

A responsible investment advisor will 


not just read the latest information off 


the stock market computer. He will supple- 
ment it with additional data, collected and 
evaluated on the spot. 


UBS. The bank of experts. 


ADVICO YOUNG & RUBICAM 


There's 
no substitute for 


expert advic i. 


Thats why "global presence" is the 
essential basis for sound investment advice. 
Being the country's leading bank, UBS has 
made good use of the Swiss inclination to 
think international. 






Union Bank 
of Switzerland 


UBS in Asia, Australia and India: Tokyo, Osaka, Hong Kong, Singapore, Taipei, Beijing, Seoul, Sydney, Bombay. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH-8021 Zurich. 


— 
- J » 


FUTE 
MEOR 
ne 


A 
ev 










7 e 
2 j- 
US 


1992 China Focus 


China is entering a new era resulting from double-digit 
GNP growth and mushrooming coastal economic zones. 


The Far Eastern Economic Review's China Focus, 
to be published in the 12 November issue, will 
provide an analysis of these changes and the effects 
they will have on government policies and 
international trade & investment. 


To make advertising reservations, or for more 
information, contact your local Review representative or: 
Barbara Lee 
Far Eastern Economic Review (HK) 

Tel: (852) 832-8475 
Fax: (852) 834-6051 
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of the total sales of Japanese soft- 
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RESEARCH & INNOVATION 


Software Valley 


hy do Japanese people drink 
so much?" groans Shinichi 
Nakamoto, engineering direc- 
tor of Hudson Soft, a leading 
Japanese maker of software games. 
Nakamoto is nursing a hangover after too 
much late-night carousing with his coun- 
terparts from Hokkaido's other software 


The province's government likes to por- 
tray Hokkaido, Japan's northernmost is- 
land, as something of a software Mecca. 
The Hokkaido Software Association pub- 
lishes its own fat guidebook, which lists no 
less than 110 companies. 

Yet most of these companies employ 
fewer than 50 people. And their combined 
revenue of Y90 billion (US$720 million) in 
fiscal 1990 captured less than 2.5% 


ware. 

Among such pygmies, Hudson 
stands as a giant. The privately held 
firm employs about 350 people, 
whose average age is 25. In the year 
ended on 29 February, it chalked up 
sales of Y40 billion. 

Hudson began business 20 years 
ago as a ham radio shop in Sapporo, 
Hokkaido's capital. It derives its 
name from company president Yuji 
Kudo's love of steam locomotives: 
Hudson-type locos were some of the 
biggest and fastest engines ever 
built. 

The company moved from sell- 
ing radio equipment to ham opera- 
tors to writing software for personal 
computers. Hudson got its big break 
in 1984, when it became the first in- 
dependent software vendor to contract 
with Nintendo to produce games for its 
phenomenally successful "Famicon," or the 
Nintendo entertainment system, as it is 
known outside of Japan. 

The company has never looked back. 
Today, it cranks out a new game every 
other week. In addition to its software-writ- 
ing skills, Hudson is capable of developing 
hardware components. 

Hudson's hardware partner is NEC 
Home Electronics, a subsidiary NEC Corp. 
Hudson designed the key component — à 
chip for controlling on-screen graphics — 
for NEC Home Electronics’ highly success- 
ful game machine, the PC Engine. 

This is a second-generation game ma- 
chine featuring a 16-bit E that 
is faster and more powet$il than the eight- 
bit processors found in first-generation 
machines. In Japan, NEC's PC Engine has 


Where brainy, uncanny guys work. 


outsold its rivals, Sega's Megadrive and 
Nintendo's Super Famicon. 

More significant, the PC Engine was the 
first game machine that could be connected 
to a compact disc drive. Compact discs are 
attractive because they can hold vastly 
more data than the cartridges convention- 
ally used to store games. More data means 
more sophisticated games featuring supe- 
rior quality graphics. Hudson is now try- 
ing to enhance graphic capability to 
achieve near-photographic quality. 

Hudson's longer-term goal is to replace 
the somewhat jerky movements of its on- 
screen characters with smooth, full-motion 
video. To handle the much larger quanti- 
ties of data that simulating full motion en- 
tails, the company is developing a video- 
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compression chip. Nakamoto reckons a 
game machine built around this chip could 
be ready for commercialisation by the end 
of 1993. This, he claims, will be the first 
affordable multimedia player. 

Programmers are justly famous for the 
unusual hours they keep. They have the 
reputation for working best in the dead of 
night, sometimes cranking out code for 
days at a time, fuelled only by fast food 
and soft drinks. 

Nakamoto says his young program- 
mers do not mind working long hours. But 
he immediately adds that the company 
bears the responsibility for keeping its em- 
ployees in good health and discourages 
overwork. 

A recent morning visit to Hudson's of- 
fices seemed to confirm Nakamoto's con- 
tention that his staff keep regular hours. At 
exactly 9:30 a.m., casually dressed hackers 
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emerge from their daily meeting and po 
litely greet a visitor as they trot obediently 
past. Such a sight would be unimaginabk 
in California. 

A software company that appears out 
wardly, at least, to conform more closely tc 
the industry's reputation for eccentricity i: 
managed by one of Nakamoto's late-nigh 
drinking companions, Hiroyuki Hattori 
Take the company name, BUG, which i: 
computer hackers' slang for an error in : 
program. 

The acronym BUG is 35-year-old Hat 
tori’s tongue-in-cheek description of the 
company’s founders — brainy, uncanny 
guys. Hattori and three friends who gradu 
ated with electrical engineering degree: 
from Hokkaido University in 1977, decidec 
to work for themselves rather thar 
a big company. 

Today, BUG is headquartered ir 
an architectural gem that woulc 
even stand out in California's ultre 
modern Silicon Valley. Inside, on é 
second-floor atrium, sits the compa 
ny's “omphalos,” an exquisite stone 
fountain created by Isamu Noguchi 
Japan's best-known sculptor. 

BUG is a systems house, whicl 
means that rather than produce 
shrink-wrapped, packaged soft 
ware, the company creates custom: 
ised programs to meet the special 
ised needs of its clients. In Japar 
today, other systems houses have 
suffered from huge spending cut: 
on information systems by bank: 
and securities companies. In th 
first half of this year alone, mon 
than 40 such companies have goni 
bankrupt. 

By contrast, BUG has survived relatively 
unscathed, thanks to the fact that th« 
company derives most of its revenue fron 
customers in the printing and graphic art: 
industries. (The company had US$18.5 mil 
lion in revenue in fiscal 1991.) The com 
pany's main client is Dai Nippon Printing 
Japan's largest printer. In 1984, BUG deve 
loped a microcomputer-based system tha 
allows Dai Nippon's operators to manipu 
late — for example retouch — the colour: 
of a page before it goes to press. 

A more recent product developed by 
BUG is a programme that links a compute 
and a colour laser copier. Marketed by 
Izumiya, a major Japanese supplier o 
graphic arts materials, this enables design 
ers to make rapid changes to page layouts 
Unfortunately, however, it does nothing 
for hangovers. m Bob Johnstoni 
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Scratch-resistant sapphire crystal. 
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Swiss made since 1848. 
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SCHLUMBERGER SHELL —— 


Today, the Jebel Ali Free Zone Dubai, has opened its doors to the 
world and put together a package of benefits few companies can 
afford to ignore. 


100% foreign ownership + Unlimited transfer of profit and capital 
* No corporate taxes for a minimum of 15 years 

* No personal income taxes * No import duties/export taxes 
Abundant energy ° Cost-effective labour force 


* 


CIBA GEIGY 











MITSUBISHI 
MOTORS 


UNION ` YORK 
AIRCONDITIONERS 


Why aren't you? 


Over the last 10 years, the Middle East has rapidly gained 
recognition as a world market. And now, more and more 
companies are looking to the region to expand their operations - in 
manufacturing, assembling, packing, re-exporting and distribution. 


The Free Zone is built around the largest man-made harbour in 
the world, efficiently managed by Dubai Ports Authority. This gives - 
the Zone direct access to the Gulf region, with à consumer market 
of over 1 billion people. 


Ali this, combined with a complete infrastructure and a superb. 
quality of life for company employees has made Jebel Ali one of. 
the most exciting business opportunities in the world. Ask any of 
the 400 companies that are already here. 


_ Jebel Ali Free Zone 
Authority, Dubai 
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LETTERS 


Stop the violence now 
[ must congratulate you for the highly 
insightful EDITORIAL Peace, Khmer style, 
[10 Sept.]. You have rightly pointed out 
that the UN mediation in Cambodia has 
not only come to a standstill because of the 
refusal of the Khmer Rouge to honour the 
terms of the agreement they signed, but 
there is a real possibility of a renewed vio- 
lence by the reviled group. 

The Khmer Rouge reaction to the UN 
threat of sanctions has been a counter 
threat of all-out war, a warning that looks 
ominous by the reported re-emergence of 
Pol Pot, the atavistic Khmer Rouge leader. 
The Khmer Rouge is also threatening a 
new ethnic cleansing by massacring thou- 
sands of ethnic Vietnamese who have lived 
in Cambodia for generations. 

Unfortunately, as events in Bosnia have 
shown, the UN is incapable of stopping a 
bloodbath once it has started. Stopping 
such a bloodbath would require a large 
expeditionary force prepared to remain 
indefinitely and to accept serious casual- 
ties. 

The UN must revise its flawed policy. 
Lacking the political will and proper equip- 
ment to respond militarily to the ever- 
increasing Khmer Rouge ceasefire viola- 
tions, the UN has no alternative but to 
strengthen the forces of Premier Hun Sen. 
The Hun Sen government, despite charges 
of corruption, remains the only credible ob- 
stacle to the Khmer Rouge bid for power 
and the UN must provide support, rather 
than dismantle its forces. 

To prod the UN towards that goal, the 
Western nations should extend full diplo- 
matic recognition to the state and the gov- 
ernment of Cambodia in exchange for 
greater freedom and economic liberalisa- 
tion. A 

The West must not allow the Khmer 
Rouge to gain further ground which it has 
been gaining steadily since the arrival of 
the UN. The tragedy must be stopped be- 
fore it gets out of hand. 

Ottawa MAHMOOD ELAHI 








imperialistic view of Asia 

[n reference to Jonathan Friedland's article, 
Stuck on the rocks [24 Sept.], who gave 
Friedland the right to judge the Japanese 
peoples' national consciousness insofar as 
the Kurile Islands are concerned? To state 
that Japan has attached "exaggerated emo- 
tion" to the issue of the Kurile Islands as a 
result of having suffered "one of the few 
injustices" of World War II reflects an im- 
perialistic view of how Asian countries 
should act, and is totally out of step in this 
age of enlightenment. 

Hongkong T. Y. HSIAO 
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Buying laser oat E od the 
kind of budget reserved for multi- 
national oil companies. And dot 
matrix printers, while reasonably 


priced, left much to be desired. 





quality and efficiency, —^ 


Welcome to Canon's Bubble Jet : 


technology. As you can see in her | 


eyes, there's really no comparison 
to dot matrix printing. In fact, at 
a resolution level of 360 dots per 
inch, the BJ-10ex easily rivals 
laser printing — both in text and 


graphics. The secret is a light- 


Wn Korea, the BJ-5 is also available. 


weight print head that ejects ink 
through tiny nozzles finer than a 
human hair. 


In addition to printing quality, 
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The best technology in print. 


Same technology comes 
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oe 
T" Bubble Jet technology. Is it a 


miracle? Well, at Canon, we find 


miracles quite easy to believe in. 
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Nere putting 9100, 0UL 


on the line to prove Astra SP 
will improve 
your bottom line. 


Purchase an Astra SP 
and if your bottom line 
doesn't improve, we'll 
give you $100,000. 

We're so convinced that 
the new Astra SP is the 
right business machine for 
your business that we are 
willing to make you this 
offer. Why are we so con- 
fident? Because in todays 
business environment 
where operating expenses 
continue to be a critical 
factor in achieving “bottom 
liné" objectives, Astra 
engineers designed the Astra 
SP for you. It's an aircraft 
that 


delivers 

speed, 

range and short-field perfor- 
mance at an operating cost that's so 
competitive it will even make your 
Chief Financial Officer smile. So, to 
prove our point, if your bottom line 
has not improved after the first full 
fiscal year from the time you take 
delivery of a new Astra SP from us, 
we'll give you $100,000(U.S.). 


Delivered in a nice leather briefcase. 


Your global 
office in the sky 


In this rapidly changing world of 


global business, you also need to con- 


sider a business jet that can give you 
access to worldwide marketplaces. 
Once again, Astra SP is the right 
choice. Its unequalled performance 
and range is a triumph of design 


finesse over brute power. And Astra is 


so aerodynamically efficient, it 
offers the highest operating 
speeds in its class. In fact, 
Astra 
already has 
33 world speed 
records to its 
credit. 

So, when you re 
considering the pur- 
chase of a new business jet, 
heres a key fact to remember: 


Leadership ...by design 


you Il have to spend at 
least $7 million more to 
match the performance 
and versatility of an 
Astra SP 


It all comes down 
to the bottom line 


Astra SP is the best kept 
secret in the industry. And 
with good reason. Because 
Astra gives you a level of 
high-speed, long-range and 
short-field performance 
that the competition 
never wants to talk about. 

A level of performance that will 
improve your bottom line, and 
we're willing to pat up $100,000 
to prove it. Now, that's an offer 
you can't refuse. 

For the details and effective 
dates of our $100,000 offer write 
or call our President, 

Roy E. Bergstrom, 


at 609-987-1125 or fax us on 


your business 

letterhead at 
609-987-8118 and we |! be 
pleased to send you the details. 








E: makes north Vietnan 

. different from the south. 

Vietnam correspondent - 

i: Murray Hiebert finds that 

regional differences have been 

~~ accentuated by the colonial experience 

. and, later, the Vietnam War. The north 
.. has a reputation for austerity and a 

more vibrant intellectual life; the south 
is free-wheeling and dedicated to the 
pursuit of profit. The north runs the 
country but the south drives the 
economy 46 
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ae Japan : Kanemaru Fined 
‘The Public Prosecutor's Office calls off 


its enquiry into a major political funding 


s scandal after imposing a token fine on 
Liberal Democratic Party boss Shin 
Kanemaru 10 


Pakistan : Soldiers and Spies 
The political role of the army and the 
intelligence agency turns into a public 
s Controversy 12 


2 | . China : Diplomacy 
Nelson Mandela's visit to Peking raises 





ue . recognition of China 12 
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Con Trick 
"While the official Burmese media 
routinely reports the release of political 
~ prisoners from jails all over the country, 
-it has stopped listing their names, the 
-- organisations they had belonged to or 
. any details about their charges and 
. convictions. The reason, sources in 
. Rangoon say, is that those who have 
been recently released are ordinary 
criminals and not political prisoners. 
E Although some political prisoners were 
released in April and May, and hàd 
their names and photographs published 
‘in the official media, almost none have 
“been released since June. Officially, 585 
prisoners have been released. since the 


7 Hongkong’: "Governor's. Address 
*- Governor Patten unveils his 
Social agenda i in his. maiden SP 2 
D Legislative Council 13- E 





the question of South Africa’s diplomatic 
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Taiwan : : Independence. 


_A group of pro-independence 
demonstrators are turned back froma — 


lobbying trip to Peking by the Chinese - 


immigration authorities. Meanwhile, the 
main opposition party stresses 


independence in its election 
platform 15 


India : Arms and Old Friends 
India's cash squeeze and Russian hard- 
headedness upset a cosy arrangement 


The south drives the north (46). 


“liberalisation” was announced in late 
April, but the overwhelming majority of 
them were convicted thieves, burglars 
and swindlers. 


Crowning Achievement 

Thailand’s Crown Prince Maha 
Vajiralongkorn is scheduled to visit 
Vietnam in late November, 
demonstrating how far relations between 
Hanoi and Bangkok have improved 


since the October 1991 Cambodian peace 


agreement. Hanoi had earlier hoped that 
Thailand’s Princess Maha Chakri 
Sirinthon would visit Vietnam first, but 
she has delayed her visit until January 
1993 in deference to her brother. 


Brought to Book 


The Vietnamese army's Saturday 
magazine has been criticised by the 


ruling communist di for r publishing a a^ 


ical and . 











a Shae previously eae a steady 
flow of defence supplies to the Indian 


military 16- 
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absolute rule with a ringing - : 


s reaffirmation of the efficacy. of Bridie? s 
system of monarchy 18. 


Burma b Military Un rest 
The ruling junta has appointed four 


generals seen as. opponents of a leading 


member of the regime to cabinet rank in 
an effort to reduce their power 20 


Japan : Aid with Strings. 
The government lists human rights and 





report on a literary conference held in 
Denmark during August where some 
participants challenged the assumption 
that Ho Chi Minh was the author of the 
book, Prison Diary. The party charges 
that the report has raised doubts in the 
minds of many Vietnamese about the 
country's widely revered former 
president. According to the party's 
official history, Ho wrote his book of 
poetry in a prison cell in China in the 
early 1940s to encourage his compatriots 
to fight for independence from France. 


Poles Apart 


Some 30 Burmese helicopter pilots and 
other air force personnel are currently 


undergoing training in the Polish town 
of Mielec, northeast of Krakow. The 
. training is being conducted by the 
<- Polskie Zaklady Lotnicze (PZL) aircraft 
` company, which has supplied Burma 
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ays 1 will stop E political 
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aters’ Warning 
z Labor Party defeat in the 
ite polls augurs ill for the 
»eleaguered national government of 
? ime Minister Keating 25 












vietnam : . New Cabinet 

in its vote on a new cabinet, the 
National Assembly drops a handful of 
orrupt ministers 30 
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ndia : Intellectuals 

Nhen he became prime minister, 
Aarasimha Rao, who is from the South, 
gnited the long-running debate between 
Ihe North and the South as to who is 
marter 52 





Sembodia : ‘Economies 

JN moves to stabilise the economy are 
ilienating the Khmer Rouge and 
"ndangering the prospects of political 


with more than 20 Mi2 armed — 
helicopters and about a dozen Swidnik 
«ansport helicopters over the past two 
rears: The deal between Rangoon and 
"Zt was negotiated by a prominent 
»rivate arms dealer in Bangkok, and has 
'àused great embarrassment for the 
?olish Government which officially 
‘upports Burma's pro-democracy 
movement. 


Pecking Order 

The Japanese Foreign Ministry is at odds 
with the Ministry of International Trade 
ind Industry (Miti) over whether the 
scope of the Asia-Pacific Economic 
operation (Apec) forum should be 
nded to political and security affairs. 
e Foreign Ministry believes 

d War uncertainties have 

a need for expanding 

unities for regional dialogue, Miti 
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reconciliation in the ny 56 
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: China : Projects 


Hongkong-based Hutchison Whampoa's 


- takeover of 50% of Shanghai's container 


terminals is expected to streamline 
port operations 60 


Vietnam : Trade 
Manufacturers are being hit hard by 
cheap, smuggled Chinese O 61 


Philippines : Projects 

Plans to convert the Subic Bay naval 
base into.a business complex are 
expected to test the willingness of 
foreign. investors to put money into the 
country 62 


Japan : Industry 
Analysts are questioning the motives of 


:non-pharmáceutical firms involved in 


research on Aids drugs 65 


Pakistan : Projects 
Work starts on a pioneering power 
project on the Hub River 67 


Japan: Banking l 
Plans for a government-funded bank 
bailout are likely to be scaled down 68 


has so far opposed expanding Apec's 
present economic role. Some analysts 
note while Miti is presently the lead 
agency for Apec affairs, the Foreign 
Ministry expects to play a dominant role 
if Apec's purview is widened to embrace 
political and security issues. 


Thai Tourniquet 

Chinese Foreign Minister Qian Qichen 
has in effect told the British Foreign 
Secretary Douglas Hurd that it is up to 
Thailand to enforce any sanctions that 
may be imposed against the Khmer 
ROSE During a meeting in New York 
on 25 September, Hurd asked Qian what 
would be China's position on imposing 
sanctions against the Cambodian faction 
if they refused to cooperate with the 
UN. Diplomatic sources say Qian 
expressed doubts that any sanctions 
would be effective against the Khmer 
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| Economic Monitor : China 66. 
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Taiwan Supplement 33 


Rouge's exclusively land-based supply 
lines. Implicitly, the only land-based 
supply route he could be referring to 
passes through Thailand. 


Black Hole of Hanoi 

Members of a US military Pow/MIA Joint 
Task Force seeking evidence that 
American servicemen had been held 
after the end of the Vietnam War were 
stunned when they were granted access 
to the section of Hanoi's Hoa Lo prison 
better known as the "Hanoi Hilton." 

US team members found a 19.8 metre 
by 16.8 metre room packed with 
approximately 2,000 inmates living in 
appalling conditions. Several hundred 
women and about 80 older prisoners 
were separated from the majority of à: 
inmates, who were mainly males in their 
20s and described by the Vietnamese 
authorities as common criminals. 
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Opponents to LDP's Kanemaru in protest march; Kanemaru: political fallout continues. 


JAPAN 





The untouchable 


The Japanese public expresses outrage at the way an enquiry into a 
major political scandal is handled by the authorities, but the ruling party 


emerges unscathed. 


By Robert Delfs in Tokyo 


- nvestigations into what had been 
billed as Japan's biggest ever political 
funding scandal effectively came to an 
end in early October after the Tokyo 

Public Prosecutor's Office had imposed a 
nominal fine on Liberal Democratic Party 
(LDP) boss Shin Kanemaru for breaching 
the Political Funds Control Law. Kanemaru 
had pleaded guilty to accepting ¥500 mil- 
lion (US$4 million) from Sagawa Kyubin, a 
trucking company which is known to have 
gangster connections, without declaring 
the money to the authorities. 

However, Kanemaru's indictment cer- 
tainly does not end the political part of the 
proceedings. While the Sagawa Kyubin 
affair is unlikely to bring down the govern- 
ment, the scandal has exposed a widening 
gap between the ethical standards of pro- 
fessional politicians and what the public 
seems to expect from them. 

The popular mood was caught by Chu 


10 


Takeshi, a farmer in northern Ibaraki pre- 
fecture. A paid-up member of the LDP, 
Takeshi said: “I’m disgusted with Kane- 
maru for refusing to take responsibility for 
his actions.” 

The opposition parties will attempt to 
embarrass the government when parlia- 
ment opens on 30 October by demanding 
that Kanemaru testify about the scandal in 
which as many as 200 LDP politicians are 
believed to have received payoffs totalling 
up to Y40 billion. 

But, mindful of the skeletons in their 
own party coffers, they are unlikely to 
push for the whole truth to be revealed. 
The LDP, meanwhile, will seek to demon- 
strate its concern about political corruption 
by proposing tough amendments to Ja- 
pan's toothless Political Funds Control 
Law. 

Prime Minister Kiichi Miyazawa, mean- 
while, has been politically weakened by his 
inability to take a clear stand on the 
Kanemaru affair. "The whole situation 
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might have been different had Miyazaw 
said just one thing to distance himself fror 
all this," an assistant to a ruling party M 
commented. But to do so would have bee 
an act of political suicide. 

Like his predecessor Toshiki Kaifu bx 
fore him, Miyazawa could hardly gover 
for a week without the support of the LDP’ 
Takeshita faction which installed him i 
office. An attack on Kanemaru, the fac 
tion’s leader, would only mean tha 
Miyazawa would incur the hostility of th 
LDP's most powerful internal grouping. 

Miyazawa's problem is that, while hi 
hands are tied by the internal dynamics c 
the LDP factional system, his role as . 
national leader demands that he take a firn 
stand on the Kanemaru case. The excessiv 
leniency shown to Kanemaru, who wa 
fined Y200,000, after pleading guilty t 
accepting illegal political donations of Y50 
million was greeted with outrage by th 
media, and by much of Japan's urba: 
population. 

Popular anger with Kanemaru is ur 
likely to be translated into calls for the res 
ignation of the cabinet, and may not eve 
affect support for the LDP at the next ger 
eral election due in 1994, But the perceive 
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authorities to , mete out pow 

hment in the Sagawa Kyubin 

.added to Miyazawa's image 
sader, more concerned with sav- 
wn skin than with disciplining 
gues. 
ban housewives and salarymen ex- 
sed indignation that Kanemaru had 
on allowed to remain a member of par- 
iament, and even continue as head of the 
l'akeshita faction, after pleading guilty to 
he illegal funding transaction. The failure 
af the Tokyo Public Prosecutor's Office to 
sroaden its enquiries beyond Kanemaru to 
he numerous other suspects in the affair 
also aroused indignation. 

-oInsthe northern island of Hokkaido, 
Michio Sato, the head of the Sapporo Pub- 
ic Prosecutor's Office, implicitly charged 
ts Tokyo counterpart with dereliction of 
duty for allowing Kanemaru to present a 
»repared statement instead of subjecting 
^im to direct examination. 

< [ft is inconceivable that prosecutors 
would surrender their investigative power 
— their very life and soul — simply be- 
sause the accused ‘has submitted a written 
statement’ or because the accused cannot 
make a voluntary appearance 'due to me- 
lia hullabaloo'," Sato wrote in the Asahi 
^ewspaper. 

A Tokyo housewife, Miki Nagahara, 
said the prosecutors behaviour reflected 
‘underground links between the law and 
polities.” Tokyo political commentator 
l'akashi Morita agreed: "The Takeshita fac- 
don has maintained very close links with 
he top echelons of the Public Prosecutor's 
Office ever since [former prime minister 
Xakuei] Tanaka was arrested over the 
Jockheed incident [in July 1976]. The cur- 
sent Minister of Justice, Takashi Tawara, is 
a member of the Takeshita faction, as were 
^is three immediate predecessors. 

Public disgust with the Kanemaru case 
may have been intensified by the percep- 
tons of Kanemaru himself as a man in- 
volved with Japan's criminal underworld 
hrough his friendship with Hiroyasu 
Watanabe, the former president of Sagawa 
&yubin's Tokyo affiliate. 

An hour-long TBS television documen- 
sary broadcast on 1 December 1991 detailed 
Natanabe's links to the late Susumu Ishii, 
»oss of the Inagawa-kai, Japan's second- 
iargest yakuza, or gangster organisation. 
‘According to the same report, Watanabe 
aad boasted of his close connections to 
<anemaru and former LDP secretary- 
general Ichiro Ozawa, a Kanemaru disci- 
ale who is currently acting chairman of the 

fakeshita faction. 
is "Of course everybody knows Kane- 
a naru ijs the money man for the Takeshita 
ion and the LDP, and we knew there 
ere connections between politicians and 
uza,” a Tokyo aai ex- 
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Opinions about the M affair i in 
rural areas, where support for the ruling 
party is strongest, appear to be more mixed 
than in Tokvo and other big cities. Takeshi, 
the northern Ibaraki farmer, said the crisis 
showed Kanemaru up as a "boss-type poli- 
tician totally lacking in leadership or 
ideas." 

However, some rural Japanese voters 
seemed to see merit in Kanemaru's behav- 
iour, and even in the Tokyo Public Pros- 
ecutor's handling of the case. "Most people 
in my district support Kanemaru," said 
Yukio Ono, a crafts teacher from Takasaki 
in Gumma prefecture. "They believe he did 
a manly thing by taking responsibility him- 
self instead of trying to weasel out of it or 
blame his staff, as other politicians have 
done. This act purified Kanemaru." 

The irony of the Sagawa Kyubin affair 
is that, like its notorious predecessors, the 
1976 Lockheed bribery scandal and the 
1989 Recruit "shares for favours” affair it is 
unlikely to change the way Japanese poli- 
tics works. The Lockheed scandal revealed 
that Japan's top politicians were heavily 
involved in payoffs and influence-buying. 
Lockheed also highlighted the roles played 












by backstage figures such as Yoshio 
Kodama, who had extensive links to un- 
derworld gangs and ultra-rightwing move- 
ments. 

But neither the Lockheed affair nor the 
Recruit scandal were enough to force the 
LDP to abstain from money politics. Many 
key figures involved in both scandals re- 
main active in political life. 

Five current cabinet-level officials, for 
example, were implicated in the Recruit 
scandal — Foreign Minister Michio Wata- 
nabe, Chief Cabinet Secretary Koichi Kato, 
Minister of Posts and Telecommunications 
Hideo Watanabe, LDP Policy Affairs Re- 
search Council chairman Yoshiro Mori and 
Miyazawa himself.— and another, LDP 
General Council chairr nan Koko Sato, was 
convicted on bribery charges relating to the 
earlier Lockheed scandal. 
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Oner reason n why scandals fail to chang 
the system is the way the electorate seems 
able to combine resignation with indign 
tion. Takahashi Tokiwa, a caretaker at ¢ 
Tokyo apartment block said he hoped vot 
ers would remember the Sagawa Kyubin 
scandal until the next election and inflic 
suitable punishment on the LDP, "but un 
fortunately [we] forget such things easily.’ 

Mainstream Japanese voters see no. 
viable political alternative to the ruling. 
party among the opposition parties, which- 
many believe are just as involved in money - 
politics as the Lop. Anxiety about the eco- 
nomic downturn and Japan's unsure place | 
in a post-Cold War world have also rein- 
forced fears about the political chaos that- 
might result from any drastic cleansing of 
Japan's political system. E 

The bottom line is that political corrup- Hr 
tion in Japan rarely touches the everyday _ 
lives of ordinary citizens. Most believe, 
with reason, that the existing system has . 
delivered the goods. D 

By most countries’ standards, Japan's. 
bureaucracy is highly competent and al- — . 
most squeaky clean. This makes it easier o 
for politicians to focus on their real job of 
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mediating the exchange of power, money - 
and influence, which the Japanese public- 
tacitly accepts provided the appearance of. 
propriety is maintained. 

Kanemaru's real offence — for which 
he may yet have to pay the ultimate politi- 
cal price — was not taking Sagawa Kyubin 
money, but exposing the gulf between the 
idealised appearance of Japan's political 
system and the gritty reality that underlies 
it. 

“There are journalists who write how 
this is an outrage lin order] to sell their 
newspapers,” a senior government official 

commented. “But even the reporters in the 
political department of the [pro-socialist] 
Asahi Shimbun drink sake bought with LDP 
money every night. In a sense, | suppose, 
these journalists truly represent the entire 
Japanese people.” a 
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By Salamat Ali in Islamabad 


or the first time in Pakistan, the dirty 

linen of soldiers and spies is being 

washed in public. Some political ex- 
perts have claimed to be shocked at the 
public and rancorous discussion of topics 
which had previously been considered ta- 
boo. Others, however, see discussion of the 
military's role in politics as part of an in- 
evitable transition to democratic checks 
and balances. 
. Tronically, the Inter Services Intelligence 
- (SD, the country's premier intelligence or- 
ganisation, began the series of revelations. 
Lieut-Gen. Hamid Gul, the former chief of 
Isi, told the press that his organisation had 
been responsible for forging the Islamic 
Democratic Alliance (IDA), which leads the 
coalition of conservative, Islamic and eth- 
nic parties which now rule the country. 

Gul claimed the is! created the IDA to 
promote democracy after the August 1988 
death of president Zia ul-Haq in an air 
crash. At the time of Zia's death there was 
no credible alternative to the Pakistan Peo- 
ple's Party (PPP), a left wing party whose 

. leader, Benazir Bhutto, was at odds with 

- the military. Without the IDA, Gul claimed 
(v that Pakistan could not have returned to 
~~. electoral politics. 

Gul's revelations were striking enough 
in themselves. But the flood gates were 
-opened in June by Natural Resources Min- 
-ister Chaudhry Nisar Ali soon after the 
army was sent to restore order in Sindh 
province. 
= When the military extended its crack- 
. down to followers of the Muhajir Qaumi 
: Movement (MQM), a Sindh-based ethnic 
< party affiliated to the ruling IDA coalition, 
. Nisar Ali revealed — to the discomfiture 
of the army — that it was the army which 
< delivered the MOM twice to the IDA's fold. 
This happened first in late 1989, when the 
MOM was induced to support a no-confi- 
. dence motion against the then premier 
: Benazir Bhutto and later at the end of 1990, 
-when the MQM became a full member of 
the ipa-led coalition after the last general 
. election. 

. . Emboldened by the minister's attack on 
the army, the local press published fairly 
. detailed allegations of a conspiracy to blow 
. up the aircraft during the flight that killed 
. president Zia. This forced Prime Minister 
- Nawaz Sharif to establish a judicial com- 
. mission to enquire into the air crash. The 








o »RAR EASTERN ECONOMIC: 





arnisl hed brass 


Scandal over soldiers playing politics 


Published accounts of the alleged Zia 
murder conspiracy involved Gen. Mirza 
Aslam Beg, who became the army chief 
after Zia's death. Beg has brushed aside all 
insinuations against him as the "ravings of 
a feverish mind." 

At the time of his retirement last year, 
Deg claimed that he had kept the military 
out of politics and used his position as 
army chief to insist on a return to democ- 
racy through free elections. Beg’s image as 
a champion of democracy has now been 
tarnished by one of his former colleagues, 
Lieut-Gen. Alam Jan Mahsud. In a news- 
paper interview on 16 September, Mahsud 
— who has the reputation of an upright 
professional officer — accused Beg of con- 
stantly interfering with the governments of 
Bhutto and Sharif. Mahsud claims to have 
irrefutable proof of Beg's attempts to des- 
tabilise the Bhutto government. He implied 
in the interview that Beg was prevented by 
other senior commanders from declaring 
military rule before Bhutto was dismissed 
by President Ghulam Ishaq Khan. 

Beg's rejoinder to Mahsud's allegations 
was widely seen as lacking in conviction. 
In particular, Beg ignored some of 
Mahsud’s disclosures about his role in 
destabilising the Bhutto government. Ac- 








e "conding to Mahsud, he army commande 


were shown a list of charges against Bhutt 
while she was prime minister that late 
became the basis of her dismissal by Isha 
Khan in August 1990. 

The PPP became the last group to joi 
the fray by disclosing in August the exis 
ence of audi io-tapes of Operation Midnigt 
Jackals, an isi sponsored operatio 
launched in 1989. Its aim, was to ous 
Bhutto from power by luring PPP MPs t 
defect. Commerce Minister Malik Moharr 
med Naeem was identified as the polit 
cian collaborating with two Isi officers, 
brigadier and a major. At the time of th 
affair, Naeem was regarded as a principl 
troubleshooter for Nawaz Sharif, the ma 
who replaced Bhutto as prime minister. 

Naeem's response to the PPP's allege 
tions was delayed until 25 Septembei 
when he denied in a press interview hav 


ing offered inducements to PPP MPs to vot 


against their party leader. However 
Naeem added that he might have mer 
tioned something like that as a bluff whic 
was "a necessary part of practical politics. 

The Defence. Ministry's rather low ke 
reaction to these revelations came a da 
before Naeem’s clarification. It cautione 
the local press that there was a law agains 
defaming or ridiculing the armed forces. / 
ministry spokesman declared that the gov 
ernment had taken serious note of baseles 
stories maligning senior army officers fo 
various acts of omission and commissio 
relating to the air crash that killed Zia. Th 
spokesman added that the intentioi 
seemed to be defame the armed forces a 
well as individual military officers. i 
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HONGKONG 


Shaken and stirred 


Governor Patten unveils new political programme 


By Frank Ching and Stacy Mosher in 
Hongkong 


ongkong's new governor, Chris 
H Patten, in a long-awaited policy 

speech, sought to meet local 
demands for more democracy without 
overly antagonising Peking. The speech, to 
the opening session of the legislature on 7 
October, set out the political agenda for 
the last five years of British rule before 
the handover of the colony to China in 
1997, 

Speaking to the 60-member Legislative 
Council (Legco), Patten unveiled his pro- 
posals for constitutional reforms, which in- 
volve all levels of Hongkong’s governing 
machinery, from district boards to the Ex- 
ecutive Council (Exco), the government's 
top advisory body. However, the governor 
made it clear that proposals con- 
cerning the next round of elec- 
tions in 1995 would have to be 
discussed with Peking before 
they can be implemented. 

In a move certain to create 
controversy, Patten said no legis- 
lator, elected or appointed, would 
be named to Exco. The United 
Democrats of Hongkong (UDHK), 
the main liberal party, had de- 
manded seats on Exco after they 
won 12 of the 18 directly elected 
seats in 1991, on the first occasion 
in Hongkong's 150-year history 
when direct popular elections 
were held for the legislature. 
However, Peking regards key 
leaders of the party, in particular 
Martin Lee and Szeto Wah, as 
subversives and has made clear 
that their presence in Exco would 
not be tolerated. 

In the case of Legco, Patten’s 
proposals provide for the highest degree 
of democratisation permitted under 
Hongkong's post-1997 constitution, the 
Basic Law, promulgated by China in 1990. 
Chinese officials have insisted that the 
Basic Law cannot be changed before 
1997, 

While the governor said Britain would 
continue to press China for agreement on 
increasing the number of directly elected 
seats, he did not hold out any hope that 
Peking would allow more than the 20 seats 
envisaged for 1997, The Basic Law pro- 
vides that, of the 60 legislators, 10 will be 
chosen by an election committee and 30 by 
functional constituencies, such as chambers 
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Patten with Xinhua's Zhou Nan: approval needed. 


of commerce, trade unions and profes- 
sional associations. 

Prof. Wang Gungwu, one of those 
dropped from Exco, applauded the Gover- 
nor's decision to separate the two councils, 
calling the existing system "unworkable". 
Legislator Martin Barrow said he hoped 
Peking would accept Patten's proposals. 

The governor announced plans to 
widen the voter base of the 21 existing 
functional constituencies. In addition, 
Patten announced plans for the setting up 
of nine new functional constituencies, as 
the Basic Law requires. He said the new 
constituencies would give each working 
person in Hongkong a vote, ending the 
privileged status of current functional con- 
stituency members. 

The governor also proposed that the 
election committee be made up of mem- 
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bers of district boards, all of whom would 
be elected in future. At present, the gov- 
ernment appoints a third of all district 
board members. Patten made clear the rea- 
son for discussing his proposals with China 
— and for staying within the letter of the 
Basic Law — was to ensure that reforms 
instituted before 1997 would survive even 
after China resumes sovereignty. 

While affirming his belief in democracy, 
Patten — a former chairman of Britain's 
Conservative Party — acknowledged that 
he did not have a free hand in making po- 
litical changes because of "the ink of inter- 
national agreements and the implacable 
realities of history, geography and econom- 
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Peking had been briefed on Patten's 
proposals in advance of his speech, when 
British Foreign Secretary Douglas Hurd 
met his Chinese counterpart, Foreign Min- 
ister Qian Qichen, in New York in late Sep- 
tember. Patten himself is scheduled to visit 
Peking on 21 October to meet senior Chi- 
nese officials and explain his plans to them 
in person. 

In addition to political reforms, the gov- 
ernor announced a wide-ranging social 
programme, including a new housing pro- 
gramme for the so-called "sandwich class" 
— people who earn too much to qualify 
for public housing but who cannot afford 
housing on the open market. He said that 
before the new housing comes on stream 
in 1995-97, the government would buy flats 
"and sell them to the sandwich class at af- 
fordable prices." 

On the environment, Patten said tack- 
ling Hongkong's "appalling water 
pollution problem," which sees 1.5 billion 
cubic metres of untreated sewage and in- 
dustrial waste dumped into the harbour 
every day, would cost HK$17.8 billion 
(US$2.28 billion) over the next 10 years. 
Fears had been expressed that social 
services will suffer as a result of 
the massive spending on the 
new airport at Chek Lap Kok 
and Patten sought to dispel 
them. 

On the airport itself, he said 
the financing arrangements had 
not yet been agreed to between 
Britain and China, but he hoped 
^we shall be able to resolve the 
latest difficulties in short order." 

Since his arrival in Hongkong 
in July, Patten has shown an in- 
creasing tendency to bypass the 
colonial government's traditional 
conduits of public opinion — 
members of Legco and Exco and 
other public bodies — in favour 
of direct contact with the man in 
the street. 

There had been early spe- 
culation that he would form 
alliances with local liberals. 
Observers noted that the leaders 
of the UDHK were given a particularly 
warm reception when they visited London 
shortly before Patten's arrival in the 
colony. 

In late September Patten created a stir 
by lashing out against the interminable 
negotiations over the new airport. He said 
he believed Hongkong people, like him, 
were "getting a little impatient about the 
way we seem to go round and round the 
same argument over and over again." He 
added that the Chinese side should re- 
member that the post-1997 Hongkong 
Special Administrative Region would be 
receiving cash reserves amounting to "the 
greatest dowry since Cleopatra." E] 
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SOUTH KOREA 


Northern plot exposed 


The National Security 
Planning Agency has arrested 
62 people for allegedly spying 
for Pyongyang and setting up 
a southern branch of the 
North Korean communist 
party. Also seized were guns, 
ammunition, transmitters, 
secret code books and suicide 
capsules. Among those 
arrested were Kim Nak 
Choong, former leader of the 
defunct Masses Party. The 
agency said the North 
smuggled one of its veteran 
spies, Li Son Sil, into the 
South to set up espionage 
rings to run operations aimed 
at uniting the two Koreas 
under a communist regime by 
1995. 


President quits party 


President Roh Tae Woo 
resigned as he had promised 
from the ruling Democratic 
Liberal Party on 5 October in 
order to ensure a fair 
presidential election contest in 
mid-December. The move was 
taken in advance of the 
formation of a politically 
neutral cabinet, another 
promise made by Roh in mid- 
September. Roh also held talks 
with ruling party presidential 
candidate Kim Young Sam 
and opposition candidates 
Kim Dae Jung and Chung Ju 
Yung about the composition of 
the cabinet. 


THAILAND 
Labour campaign backed 


State enterprise labour leaders 
have begun a coordinated 
campaign to recover the right 
to form unions and negotiate 
for better pay and benefits, 
rights taken away by the 
military junta in the wake of 
the 23 February 1991 coup. Mit 
Charoenwan, a state enterprise 
labour leader, said the 
campaign organisers 
represented more than 200,000 
workers. In response to the 
campaign, Interior Minister 
Chavalit Yongchaiyut said on 
5 October that he would 
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Kim Young Sam and Roh: neutral cabinet talks. 


support re-instating the 
workers' rights. 


JAPAN 

Premier's Asean tour 
Japanese Prime Minister Kiichi 
Miyazawa plans to visit 
several Asean countries in 
early January, a Foreign 
Ministry official said. Thailand, 
Indonesia and Singapore are 
likely to be included in the 
tour. One of Miyazawa's 
objectives is to seek Asean 
leaders' views on the next 
summit of Group of Seven 
nations which will be held in 
Tokyo in July 1993. 


Jobless workers protest 


More than 2,500 police were 
mobilised in Osaka after four 
days of violent demonstrations 
involving about 1,000 
unemployed casual labourers 





Miyazawa: Asean support. 
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in the city's depressed Airin 
district. Demonstrators threw 
bottles and cans and set at 
least one vehicle on fire. The 
clashes began on 1 October 
after a welfare centre 
suspended emergency 
payments to workers left 
jobless by the slowdown in 
factory work and the 
construction industry. The 
Osaka city government 
established a special fund in 
late September which 
provided daily payments of 
Y2,000 (US$16) to unemployed 
local day-labourers, but the 
Y7 million allocated for the 
fund was exhausted within 10 
davs. 


INDIA 
Libel suit setback 


The US Supreme Court 
refused on 5 October to revive 
former Indian prime minister 
Morarji Desai's libel suit 
against a US author who 
linked him to the CIA. In a 
1983 book, Seymour Hersh 
contended that Desai was the 
"reliable source" in India 
whose information the Nixon 
administration said justified a 
hardline US foreign policy 
towards that country. Desai, 
who served as prime minister 
in 1977-79, denies the 
allegation and sued 
unsuccessfully last year for 
Hersh to reveal his source of 
information. The CIA has not 
revealed the identity of the 
India source. 
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CHINA 
Talks with Taipei officials 


The heads of the agencies 
from Taiwan and China 
assigned to mediate relations 
across the Taiwan Strait will 
meet in Hongkong in late 
October. Koo Chen-fu of 
Taipei's Straits Exchange 
Foundation and Wang Zhao- 
guo of Peking's Association 
for Relations Across the 
Taiwan Strait will meet for the 
first time to discuss the issues 
of document verification and 
registered mail. The last 
meeting of the two agencies in 
March reached no agreement 
on these issues. 


TAIWAN 

Air crash inquiry 

A US investigative team is 
searching coastal waters off 
northeastern Taiwan for the 
fuse bolts to a China Airlines 
(CAL) B747 cargo aircraft which 
crashed late last year in an 
accident similar to that 
involving an El Al B747 
freighter in Amsterdam on 5 
October. Like the Amsterdam 
disaster, the CAL accident 
involved the loss of two 
engines simultaneously. 
Boeing did not issue a 
maintenance notice following 
the CAL accident, pending the 
outcome of the ongoing 
investigation. The fuse bolts 
hold the engine onto the wing. 
Both engines have already 
been recovered. 


Projected growth of Asian 
labour force by age 
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TAIWAN 


Teasing the dragon 


Independence crusade gains impetus 





By Julian Baum in Taipei | 


hen Annette Lu and her band of 
W lobbyists for Taiwan indepen- 

dence arrived in Peking on 30 
September aboard a Japan Air Lines (JAL) 
flight, their publicity stunt held little 
downside risk. 

They had declared in their visa applica- 
tions, and at a news conference in Tokyo, 
their intention of “recognising” the Peking 
government and petitioning Chinese au- 
thorities to abandon their claim of sover- 
eignty over Taiwan. 

Predictably, Peking did not want to 
hear such sentiments, especially on the eve 
of China's National Day celebrations. After 
several hours of delay by immigration offi- 
cials at the airport, the group of National 
Assembly members, business people and 
academics were sent back to Tokyo. JAL 
was informed that despite their valid visas 
the Taiwanese lacked sufficient cash to en- 
ter China. 

"They say Taiwan is a part of China, 
but the way they treated us shows that 
they never consider us as Chinese citizens," 
Lu said after returning to Taipei. "Other- 
wise, they would have put us all in jail." 

Such taunting of Peking is only the lat- 
est tactic of pro-independence advocates 
who are trying to recover ground lost last 
year when the opposition Democratic Pro- 
gressive Party (DPP) did poorly in Taiwan's 
first full national elections. With another 
national election scheduled this December 
for the legislature, the opposition is hoping 
to improve its chances by taking more 
inventive tacks on the independence issue. 

Last year, the leading opposition party 
polled a disappointing 24% of the total vote 
zast after declaring that it aimed to build a 
"Republic of Taiwan." Many observers say 
the reason for the poor performance, after 
winning 30% of the vote in the 1989 elec- 
dons, was that the shrillness of its in- 
lependence platform frightened voters 
iway. The ruling Kuomintang (KMT) 
»layed its part by repeatedly warning of 
social unrest and military intervention 
rom Peking should Taiwan separate itself 
Tom China. 

This year, the opposition softened its 
approach by challenging the government's 
'one China" policy, which they say has 
"'aused a growing identity crisis in Taiwan. 
3y adopting a "one China, one Taiwan" 
slogan as the main plank in its campaign 
latform, the DPP is trying to pressure the 
rovernment into acknowledging that Tai- 
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wan has a political identity separate from 
China. 

This, they say, is a more credible basis 
for conducting foreign policy than the 
KMT's claim to sovereignty over all of 
China — even if it means calling Peking's 


bluff on its threats to use force against Tai- | 


i. 
The loss of diplomatic relations with 
South Korea in August, and doubts about 


the handling of Taiwan's application to join — 
the Gatt, have aided the separatist cause. — 


The Gatt Council agreed on 29 September 
to set up a working party to review Tai- 
wan's membership bid. But comments 
from a Gatt official that Taiwan's represen- 
tation in the Geneva-based organisation 
would be similar to that of Hongkong and 
Macau were initially interpreted in Taipei 
as placing Taiwan's membership in a sub- 
ordinate position vis-a-vis China. Because 
it is not an independent country, Hong- 
kong is not eligible to designate an ambas- 
sador to Gatt. 

Several dozen pro-independence groups 
that organised a street march in Taipei on 4 
October to promote the "one Taiwan, one 
China" formula attracted a modest 4-5,000 
participants. Marchers carried banners de- 
caring their opposition to being unified 
with China, sold-out by the KMT or isolated 
by the international community. 

"Since the break in relations with South 
Korea, more people realise that we are an 
international orphan," said Lu, a DPP can- 
didate for the legislature who also heads a 
group promoting Taiwan's admission to 
the UN. 

Even liberal KMT lawmakers tacitly sup- 
port the “one Taiwan, one China” view- 
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Pro-independence demonstrators: regaining lost ground. 


point, as the government's “one China" 
ideology has lost credibility with their con- 
stituents. During question time at a recent 
legislative session, Premier Hau Pei-tsun 
was forced to defend the "one China" 
policy against criticism from his own par- 
ty's lawmakers, who said it had become a 
questionable basis for establishing Tai- 
wan's place in international 
affairs. 

Hau warned that without 
a "one China" policy, Taiwan 
would be in "immediate 
danger" from Peking. He 
added that "without the 
ROC [Republic of China], 
there would be no Taiwan," 
echoing a slogan once widely 
used in China that “without 
the Chinese Communist 
Party there would be no New 
China." 

Also under criticism is the 
government's reliance on 
various nomenclatures to 
gain entry into international 
organisations without upset- 
ting Peking. Taiwan will be 
joining the Gatt, for example, 
under the name of the "separate customs 
territory of Taiwan, Penghu, Kinmen and 
Matsu" or TPKM — a reference to the 
islands Taipei controls. 
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INDIA 


Arms squeeze 


Russian stand on weapons sales worries Indians 





By Hamish McDonald in New Delhi 


is expected soon to make his second 

visit in little more than a month to re- 
publics of the former Soviet Union in a bid 
to ensure that India's armed forces receive 
supplies of critical spare parts, components 
and munitions. 

Pawar will visit Ukraine and possibly 
Belarus, where there are several factories 
producing aircraft and tanks used by In- 
dia. But the prospects for getting firm deals 
are likely to be as elusive as they were on 
Pawar's first trip to Russia in early Sep- 
tember. On that occasion he returned 
empty-handed — and upset that President 
Boris Yeltsin was too busy to meet him. 

Moscow 's shift to free-market principles 
and convertible-currency trade is going 
down hard in New Delhi, where many 
leaders still seem to hope that the Russians 
will take the place of the former Soviet 
Union as supplier of high-tech military 
equipment on preferential terms. 

Pawar's September visit was the latest 
of a series of high-level Indian contacts 
with the Russians this vear. Former foreign 
minister Madhavsingh Solanki and Foreign 
Secretary J. N. Dixit had both gone earlier 
to Moscow, and Russian State Secretary 
Gennady Burbulis had come to New Delhi 
in May. While the two countries are rap- 
idly shifting their general trade to a hard- 
currency basis, defence supplies and a 
backlog of debt partly created by past So- 
viet equipment transfers remained vexing 
problems. 

“It's not a question of a political solu- 
tion, of getting the right signature," one 
Western diplomat said. "It's much more 
complex. It's about economic chaos, and 
about financial constraints on both sides." 

About 70% of Indian defence hardware 
is of Soviet origin. Several types of aircraft 
and tanks are assembled in India, but still 
require supplies of items as basic as rivets. 
Soviet machines also tended to be built on 
the assumption of shorter engine-life than 
Western equivalents. Although Indian 
service chiefs declare that capability is not 
affected, defence analysts say that the air 
force and army have been forced to moth- 
ball aircraft and vehicles to preserve opera- 
tional ability, and to resort to more train- 
ing on simulators. Production at defence 
factories has also slowed because of irregu- 
lar deliveries of components. 

Previously, defence items were sold at 
an agreed rupee-rouble exchange rate, at 
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prices set by fiat from the Kremlin. Since 
the break-up of the Soviet Union last year, 
the governments of the newly independ- 
ent republics have given defence enter- 
prises a high degree of autonomy in set- 
ting terms of sale. 

In theory, India should have a high 
level of purchasing power with these en- 
terprises, as it has been the biggest long- 
term customer for their military equip- 
ment. But at the moment, it does not have 
the money for any new items. At the same 
time, the components the Indian military 
needs may come from contractors with lit- 
tle long-term perspective but a pressing 
need for hard cash. 

Indian press reports have suggested 
Yeltsin is preparing to approve a special 
US$830 million credit to cover Russian 
arms sales to India. There has also been 


cess to stockpiles of advanced Soviet 
ons are currently touting their wa) 
over the world. Pakistan is at least as 
up as India, but some New Delhi oi 
worry that it could have rich Arab f 
to bankroll purchases. 

The combination of a cash squeez 
Russian hard-headedness could see a 
reduction in India's order of battle 
coming years. The air force could ! 
hardest hit. Its present 630 combat a 
include about 400 MiG21s that are a 
30 years old and the locally design 
placement is many years behind its 
96 production deadline. Air chiefs < 
gently looking at refurbishing the NM 
to bridge the gap, and are also paying 
attention to "force multipliers" lik 
borne refuelling and radar picket air 

One possible windfall for India 
be a devaluation of its Rouble 10.5 
debt, built up by sales of military : 
ment as well as civilian items like | 
plants, and carried over from the 
Union to Russia. So far this has bee 
viced by a persistent bilateral trade si 
in India’s favour, with the repayme 
rupees fixed to the old official value 
rouble. This sets the rouble at I 





MiG29s under construction in Russia: no preferential terms for India. 


talk of a comprehensive defence treaty, to 
be signed during Yeltsin's visit to India 
next January. But many diplomats are 
sceptical of this. "There are still Indians out 
there who do not understand that their re- 
lations with the Russians have changed," 
one diplomat said. "The Russians don't 
have the resources for an $830 million 
credit. The Indians do not have the money 
to buy anything. They have little to offer 
each other and less to talk about." 

The willingness of the Russians to sell 
advanced equipment to new customers 
also alarms the Indians, who until now 
have had special access to Soviet arms. 
Most alarmingly, the Russians have had 
talks with Pakistan on the sale of Su27 
long-range fighters, which are also being 
sold to China. Agents claiming to have ac- 
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equivalent to US$1.28. By contrast, 
currency auctions in Moscow valt 
rouble at 309 to the US dollar. In t 
the rouble's collapse could reduce 1 
Russian debt from US$13.4 billion to 
million. 

Although some commentators 
New Delhi to hang tough and wipe 
substantial portion of its US$70 billio 
foreign debt at a stroke, the Indians 
to be pressing for a modest disco 
possibly in the hope of getting the € 
defence credit. At the latest talks « 
subject in June, Indian and Russia 
cials decided to settle the issue by tl 
of the year, in time for Yeltsin's visit 
cow's position is that repayments : 
correspond to the real value of the 
supplied under credit. 
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Creed for survival 


Sultan consolidates support for monarchy 


By Michael Vatikiotis in Bandar 
Seri Begawan 


ed by a marching band playing 
i Colonel Bogey, and riding a gilded 
ceremonial carriage that Hollywood 
set makers would have been proud of, 
Hassanal Bolkiah celebrated his 25th year 
as the sultan of Brunei with à procession 
through streets lined with thousands of his 
subjects. Earlier, at a ceremonial audience 
attended by foreign guests and Asean 
heads of government, the sultan reaffirmed 
that Southeast Asia's oldest continuous 
royal line had no intention of relinquishing 
power in this tiny oil-rich state. 

Perhaps because Brunei is governed by 
a uniquely preserved absolute monarchy, 
observers expected the sultan to make 
some concession to the modern political 
age. Instead, he declared that Brunei's long 
history — as a powerful trading kingdom 
in the 15th century and as the region's 
smallest but richest state today — "has 
proven that the system of monarchy, which 
we have practised all along, is strong and 
has been successful in bringing benefits to 
the people." 

It is hard to find Bruneians who argue 
the point. Although the country's constitu- 
tion, which provided for a legislative coun- 
cil, was suspended after an abortive upris- 
ing in 1962, and the sultan has ruled 
through emergency decrees provided by 
the constitution since he ascended the 
throne in 1967, modern Brunei appears to 
be free of popular political urges. 

Yet, the fact that the sultan felt he had 
to remind his people of the monarchy's 
"proven" munificence suggests there 
might be cause for concern. At 46, the sul- 
tan is trying to shed the image of oriental 
opulence. Dogged by the "richest man in 
the world" tag, and recently assessed to be 
personally worth US$37 billion, he is mov- 
ing to assert himself as a religiously in- 
clined, caring monarch at home. 

Brunei has the awkward task of main- 
taining a 600-year-old absolute monarchy 
while projecting itself as a modern nation 
state. To achieve both aims, the sultan has 
moved since 1990 to consolidate domestic 
Muslim support for the monarchy while 
promoting Brunei as an interested partici- 
pant in world affairs. 

The creed of Melayu Islam Beraja, or 
Malay Muslim Monarchy, that the sultan 
has been promoting is an attempt to dress 
up the traditional basis of Malay royal 
power as a modern political concept. The 
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The sultan discards opulent image. 


creed sanctions a “uniquely Bruneian” sys- 
tem of monarchy which rules “with the 
absolute respect of his subjects” according 
to the principles of Islam. Or, as the sultan 
himself put it in a 1990 speech: “as a Malay 
Islamic nation ruled by the sultan." 

"To us," the sultan said in his jubilee 
address on 5 October, "the relationship be- 
tween the monarch and the people is not 
purely based on the tradition of the ruler 
and the people, but it is also due to a sense 
of mutual responsibility in carrying out to- 
gether the amanah [trust] of Allah." 

Officials are defensive about the creed. 
“It is nothing new, but has always been the 
basis of the state. It has simply been re- 
emphasised," said a senior Information 
Ministry official. Observers think the creed 
has been introduced as a political manoeu- 
vre to cope with social and economic prob- 
lems and shore up the monarchy in the 
face of any anti-establishment tendencies 
which may arise among Brunei's predomi- 
nantly young population. 

With some 165,000 of the total popula- 
tion of 270,000 aged below 29, Brunei faces 
an uphill struggle to keep the young occu- 
pied and interested. There are persistent 
reports of mild narcotics usage. Unemploy- 
ment is reported to be high, because 
Bruneians would rather leave the more 
menial jobs to immigrant workers. 

Compounding the problem, the sultan's 
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flashy lifestyle in the early years of his rule 
was seen as a potential source of resent- 
ment among educated Bruneians who 
were not from the privileged royal circle, 
observers say. This may have persuaded 
the sultan to forsake his polo-playing im- 
age for a more diligent, conservative style 
— even if some members of his family 
have not followed his example. 

Much of the publicity material provided 
for the press at the jubilee celebrations was 
defensive about the manifestations of Bru- 
nei's wealth. "What foreigners do not real- 
ise is that Brunei's splendid new royal pal- 
ace, Istana Nurul Imam, is viewed by the 
people of the nation by tradition also as 
their palace," said an article in the Borneo 
Bulletin newspaper. 

Brunei officials also argue that the tra- 
ditional relationship between the sultan 
and his people allows for consultation and 
reciprocity through "channels in which the 
citizens of Brunei may communicate to the 
government in matters that concern them." 

But in case these links and the high 
standard of living — the per capita GDP 
was B$29,400 (US$18,490) in 1990 — 
should not be enough to guarantee loyalty, 
the sultan last year brought the security 
division of his small police force under his 
jurisdiction as prime minister. Sources say 
that the Brunei army is also under the dis- 
creet surveillance of the Gurkha battalion 
employed by the sultan. 

Efforts to bind the people to the monar- 
chy through their religious and cultural 
identity smacks of conservatism to some 
outsiders, but for Brunei it may be the only 
way to preserve the historical relic its mon- 
archy represents. For Pehin Badaruddin, an 
arch-conservative in the sultan's inner cir- 
cle of advisers, this means "subjecting the 
principles of modern nationhood to the 
principles of Brunei culture." 

One aspect of modern nationhood the 
sultan now wants to promote is Brunei's 
role in world affairs. Brunei's foreign policy 
has traditionally been dictated by its reli- 
ance on British military and technical aid, 
and an uneasy relationship with neigh- 
bouring Malaysia offset by close ties with 
Singapore and membership of Asean. 
More recently, the sultan has sought a 
wider stage: Brunei applied for member- 
ship of the Non-Aligned Movement before 
the Jakarta summit last September; and the 
sultan has announced he will donate US$1 
million for relief work in war-torn Bosnia- 
Herzegovina. 

One Western diplomat rejected the view 
that Brunei is doing all this simply to re- 
mind its neighbours that it still exists. "This 
small country really feels it has a construc- 
tive role to play in world affairs," he said. 
But, other diplomats say, if that role in- 
volves putting the sultanate's enviable li- 
quidity to work for worthy international 
causes, they have yet to see the colour of 
Brunei's money. m 
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By Bertil Lintner in Bangkok 


n Burma's military-led political cul- 
ture, power rests on the number of gun 
barrels one commands. Therefore, 
when a senior army officer is seemingly 
“elevated to an office-bound ministerial post 
“it means — at best — a loss of authority 
-and status in the ruling junta. 
Rangoon-based sources say the expan- 
sion of the cabinet announced on 26 Sep- 
¿tember should be seen in this light, as four 
regional commanders known to be at log- 
*. gerheads with the country's powerful in- 
^ telligence chief, Maj.-Gen. Khin Nyunt, 
~~ were recalled from their respective army 
^. regions to be given largely decorative posts 
in the capital. 

The moves appeared to end the first 
overt power struggle in Burma for many 
years and left Khin Nyunt's grip over the 
armed forces further strengthened. 

The four officers are: Maj.-Gen. Tun Kyi 
of the Central Command in Mandalay; 

-. Maj.-Gen. Kyaw Ba of the Northern Com- 
: mand in Myitkyina; Maj.-Gen. Maung 
- Thint of the Northeastern Command in 
- Lashio and Maj.-Gen. Kyaw Min of the 
<- Northwestern Command in Sagaing. Tun 
~ Kyi and Kyaw Ba have been known for 
their opposition to Khin Nyunt and, de- 
“spite being members of the ruling State 
Law and Order Restoration’ Council 
XSLORC), they have on several occasions 
-even refused to attend junta meetings in 
: Rangoon. 
. Since the uprising for democracy was 
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‘Nascent army power struggle deflected by reshuffle 


crushed in 1988, Khin Nyunt's secret po- 
lice, the Directorate of the Defence Services 
Intelligence, has rapidly expanded its net- 
work to monitor the public and, more im- 
portantly, identify and eliminate possible 
dissenters within the armed forces. Not 
surprisingly, many field commanders re- 
sent the increased surveillance, particularly 
the northern commanders whose areas in- 
clude the jade mines of Hpakan, the gem 
district of Mogok, the opium-growing area 
in the northeast and the lucrative cross-bor- 
der trade with China. "All four . . . had 
made fortunes for themselves. They had, 
in effect, become local warlords who did 
not listen to Rangoon," a military analyst 
told the REVIEW. 

The rift between the four northern com- 
manders and Rangoon became evident 
shortly after SLORC chairman Gen. Saw 
Maung stepped down in favour of his 
deputy, Gen. Than Shwe, on 23 April. The 
reshuffle at the top left Than Shwe's old 
position as commander-in-chief of the 
army vacant, and in order to avoid a po- 
tentially dangerous power struggle no suc- 
cessor has yet been appointed. 

The four northern commanders met at 
Tun Kyi's Mandalay residence on 25 April 
for the first such informal meeting of a 
Burmese army faction in recent years. 
“They wanted Tun Kyi to take over Than 
Shwe's former post to counter Khin 
Nyunt's growing influence," a Burmese 
military source said. In March, Khin Nyunt 
loyalists had been promoted to several top 
army and ipa poss 





"This development sparked. concern in 
Rangoon, and diplomatic sources believe 
that Burma's old strongman, supposedly 
retired Gen. Ne Win, had to intervene to 
defuse the crisis: "The four were kicked 
upstairs along with some other, less con- 
troversial army commanders." 

Tun Kyi's replacement as Central com- 
mander by Brig.-Gen. Kyaw Than reflects 
the growing influence of Khin Nyunt: he is 
a classmate of Khin Nyunt from the 25th 
course of the Officers' Training School in 
Hmawbi, north of Rangoon. Before his pro- 
motion, Kyaw Than served as commander 
of the 99th Light Infantry Division (LID) in 
Kutkai, overseeing some of the border 
trade and liaising with the drug warlords 
of Kokang district adjacent to China's 
Yunnan frontier. 

The other new commanders in the 
north share a similar background. The new 
Northern commander, Brig.-Gen. Saw 
Lwin, is the former commander of the 44th 
LID; Brig--Gen. Aye Kyaw, now in com- 
mand of the Northeast, comes from the 
66th LID and the Northwest now is com- 
manded by ex-88th LID chief, Brig.-Gen. 
Hla Myint Swe. Burma's 10 Lips are di- 
rectly controlled by the War Office in Ran- 
goon, while the officers commanding the 
10 regional areas often have greater au- 
tonomy in how they deploy their units. 

Following Ne Win's intervention, fur- 
ther competition between Khin Nyunt and 
the regional commanders appears unlikely. 
But as Ne Win turned 81 last May, the fu- 
ture stability of Burma's armed forces can- 
not be taken for granted. 

"Khin Nyunt wants to secure his posi- 
tion for the post-Ne Win era. But as his 
direct influence over the army is spread- 
ing, so 1s resentment against him — and 
without Ne Win, future crises will not be 
easy to solve," was how one Rangoon- 
based analyst summed up the present situ- 
ation within the military. a 
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insaldo are world leaders in 
electromechanics. We know how 
to combine advanced design and 
constructional ability, flexibly. 
That's how we are able to supply 
specific solutions for industry, 
power and transportation. Fields 
united by a common strate- 
gic vision, based on adranced 
technology, research, and the 
quality of our human resources. 
Stop, now, and think: at this 
instant, somewhere in the world, 


the sun is rising on Ansaldo. 
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By Ahmed Rashid in Moscow 


E —XJÀ t A RR 


|. s hundreds of people died in fierce 


| Tajikistan in September, senior Rus- 
sian officials feared the civil war could 


_ the Tajik capital of Dushanbe, it appears 


ee helpless in trying to bring the conflict to an 


< end. 

“There is a danger. of the civil war 
©. spreading to Uzbekistan and Kirgyzstan in 
_ the next few weeks and of a much wider 
|... conflict between Uzbeks and Tajiks. But 
Russia does not have the money or the men 
|. to send more troops,” said Andrei Fiodo- 
- rov, the principal adviser to Vice-President 
|. Alexander Rutskoi. The troops dispatched 

-to Dushanbe in September were not meant 
to intervene in the conflict, but to protect 

. Russian officers and their families who are 
|. already in Tajikistan as part of the mainly 


js Tajik forces of the Commonwealth of Inde- . 


: .. pendent States (CIS) stationed in the former 
«| Soviet republic. 


Officials add that the Russian parlia-- 


.. ment would never approve of military in- 
. tervention in any Central Asian republic. 
| Even if parliament agreed, morale in the 
armed forces is too low to permit inter- 
vention in far-flung mountainous regions 
_ like Tajikistan which are reminiscent of 
_ Afghanistan. 
um Russian Foreign Ministry officials also 
admit that for the moment there is no like- 
lihood of a peace initiative coming from 
Moscow. “Communications are so difficult 
and there are so many warlords now in 
Tajikistan that we do not know who is 
Jeading whom," said a Russian diplomat. 
.. Despite its unwillingness, or inability, 
to intervene, Moscow sees the Tajikistan 
situation as a threat to Russia's national 
security. The risk of the conflict spreading 
o other Central Asian republics is the 
vorst fear, but the Foreign. Ministry is also 
oncerned at the growing involvement of 
ran and Afghanistan: with the different 
'ajik factions. 
< Asian diplomats in. Moscow said that 
ran had air-dropped weapons to a pro- 
Tranian Islamic fundamentalist faction in 
southern Tajikistan. Russian diplomats ad- 
‘mitted that their relations with Iran were 
: ‘going through some problems at present." 































border with Afghanistan, weapons are still 
pouring into Tajikistan as the rival Afghan 
mujahideen leaders, Gulbuddin Hekmat- 





clashes between rival groups in. 


engulf the whole of Central Asia. Although | 
Moscow recently sent some 2,000 troops to 


Although cis forces have sealed the — 


yar and Ahmed Shah Masud, lobby for in- 
fluence among Tajik militants. Arms are 


also coming in "through the back routes - 


from the Caucasus and the Caspian Sea," 


— said another Russian official. 


However, the main source of weapons 
in the Tajik civil war are the cis forces” 
themselves. Tajik conscripts have been sell- 
ing off tanks, artillery and ammunition 


both to supporters of the former ousted 


communist regime and to the forces of the 
hardline Islamic Renaissance Party. In the 
last week of September, Tajik rebels sym- 
pathetic to the communists who had been 
based in the southeastern city of Kulyab 
moved west to capture the Islamic Renais- 
sance Party's stronghold in Kurgan Tyube. 

Both sides fought pitched battles for the 
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control of Kurgan Tyube using tanks and 
artillery. Tens of thousands of civilians fled 
northwards to Dushanbe on lorries, trac- 
tors and on foot carrying their few belong- 
ings with them. Reports from the area said 
Kurgan Tyube has been partially de- 


| stroyed, homes have been ransacked and 


the city almost deserted and there were 
fears. that the conflict could spread to 
Dushanbe itself. 

In Dushanbe there is no effective gov- 
ernment as acting President Akbararsho 


Iskandarov has admitted that he is unable 


to put an end to the fighting. Government 
control south of Dushanbe has ceased to 
exist to the extent that officials are incapa- 
ble of even giving reliable casualty figures. 


In the last two weeks of September the. 
fighting degenerated into clashes between 
rural armed groups working out their old 


clan and tribal rivalries. This ever increas- 


ing warlordism, similar to the present situ- 
ation in Afghanistan, makes any political 


dialogue next to impossible. 
Russian officials are not the only ones 













to feel threatened by the Tajikistan contis 


President Islam Karimov of the neighbour- 


. ing republic of Uzbekistan has sealed his 


border with Tajikistan, but he will face im- 
mense pressure from his people to protect 
their fellow Uzbek brothers in Tajikistan. 
Some 23% of Tajikistan' s 5.1 million peo- 
ple are of Uzbek origin and many Uzbeks 
have already expressed a desire to federate 
themselves with Uzbekistan. 

If Tajiks begin to kill Uzbeks in the 
north of Tajikistan where most of the re- 
public's Uzbek population is concentrated, 
it could create a chain reaction in other re- 
publics. Uzbekistan itself has a large Tajik 


minority, particularly in the cities of 


Samarkand and Bukhara. Karimov has al- 
ready stated that Tajikistan is a time bomb 


that could create a thousand Nagorno 


Karabakhs — a reference to the five-year 
conflict between Armenia and Azerbaijan. 

The war in Tajikistan has also galva- 
nised Uzbek parties opposed to Karimov. 
Leaders of the two main opposition par- 
ties, Erk and Birlik, which see themselves 
as champions of Uzbek nationalism, 
warned Karimov this week that they 
would take to the streets if he attempted to 
crack down on their activities. 

“The situation is getting very serious. 
The people will rise. Uzbekistan will be 
worse than Tajikistan, " said a Birlik leader. 
Both Birlik and Erk have faced severe 
repression over the past two years by 
Karimov's hardline government. Karimov 
has also maintained a ban on Uzbekistan's 
Islamic Renaissance Party. 

The ethnically mixed Ferghana valley, 
which is divided between Uzbekistan, 
Tajikistan and Kirgyzstan is already facing 
severe unrest as the many ethnic groups 
and Islamic fundamentalists arm them- 
selves for a possible future conflict. Islamic 
fundamentalist parties from Iran, Saudi 
Arabia, Pakistan and Libya have been help- 
ing fundamentalist groups in the Ferghana 
region with money and training. 

Neighbouring Kirgyzstan has a large 
Uzbek minority and a smaller Tajik minor- 
ity, both of which have historically been at 
loggerheads with the Kirgyz. Three years 
ago in the southern city of Osh, hundreds 
of people were killed in clashes between 
Uzbeks and Kirgyz over housing and land 
problems. There are fears that the Uzbek- 
Kirgyz rivalry in Osh could be revived. 

At the Institute of Oriental Studies in 
Moscow, Russian academics fear that a 
power vacuum could develop in Central 
Asia. “Every leader in Central Asia will be 
forced to try and protect ethnic brothers 
who are minorities in other republics, but 
these leaders are powerless to offer real 


protection and thus they could be swept 


away. Meanwhile, both the leaders and 
Russian settlers in Central Asia are ap- 
pealing to Moscow to help them, but 
Moscow is also powerless," said Prof. Yuri 
Gankovsky. m 
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ISLAND WITHIN AN ISLAND PARADISE. 


Mystical, magical Bali. 
Where placid terraced 
rice-fields and majestic 
peaks contrast with fasci- 
nating rituals, art, theatre 
and music to offer the 
city-weary an experience 
that's truly out of this 
world. 

And where the Bali 
Hilton International, in 
gloriously unspoilt Nusa 
Dua, only 20 minutes 
from the airport, beckons 
you with lavish offerings 
beyond your wildest 
imagination: * 537 luxuri- 
ously appointed rooms * 5 
restaurants * landscaped 
gardens & lagoons * out- 
door swimming pool 
e tennis & squash courts 
* health & fitness centre * 
a 300-metre white sandy 
beach * an adjacent 18- 
hole golf course. 

Don't put off paradise. 
See you in Bali, at the Bali 
Hilton International. 

To make a reservation 
at the Bali Hilton Inter- 
national or any Hilton 
International anywhere 
in the world, call Hilton 
Reservation Service or 
your nearest Hilton. 
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WITH TRADE FINANCE EXPERIENCE LIKE OURS. 
You CAN MAKE A LASTING IMPRESSION IN ASIA. 





One bank has been making its 


mark in Asian trade and finance for 
more than 125 years. 

HongkongBank. 

We've been fostering international 


trade in Hong Kong since 1865, 


Singapore since 1884 and Thailand 
since 1888. Not surprisingly, no other 
bank has a deeper understanding of Asia. 

Today, as the principal member of 
the HSBC Group, we are part of a 
network of 3,300 offices worldwide, 
including over 600 in Asia. 

No matter where you or your 
trading partners may be, your transactions 
are processed quickly and efficiently. 


And Hexagon, our global electronic 





financial services system, gives you 
total control of your global trading 
position from your own office. 

Contact your nearest HongkongBank 
office to find out why Asia's first bank 


of yesterday is still the first bank of today. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Fast decisions. Worldwide. 





SOUTH KOREA 


Taming the spooks 


Spy agency ponders neutral role 


3y Shim Jae Hoon in Seoul 


ne of the benefits of political liberali- 
sation in South Korea may be the 
ability of opposition politicians to 
speak freely over the telephone. As South 
Korea marches towards a new democratic 
order, its largest and most notorious intelli- 
zence organisation, the National Security 
Planning (NSP) Agency, is seeking a new 
role that probably would include reduction, 
even ending of the current practice of rou- 
tine surveillance of opposition politicians. 
The search has not come easily to an organi- 
sation with a 30-year tradition of repression 
aimed at maintaining authoritarian rule. 
Assurances from the agency that it will 
renceforth adopt a “politically neutral 
stance" and stop unconstitutional activities 
— such as surveillance of opposition par- 
ties — came within days of President Roh 


3oh: 'neutral' role for intelligence agency. 


[ae Woo's decision to disengage from 
»arty politics. On 18 September Roh an- 
1ounced that he would quit the ruling 
Jemocratic Liberal Party (DLP) and reor- 
zanise the cabinet to make it more inde- 
»endent in overseeing the presidential elec- 
ion in mid-December. 

While Roh’s announcement under- 
scored his personal commitment to democ- 
‘acy, the struggle to reform the NSP takes 
he democratisation process to one of the 
"itadels of the old power system. Because 
he NsP has been the most critical instru- 
nent of control for the government, its re- 
orm is seen as central to achieving a more 
)pen South Korean society. 

The NsP began life as the Korean Cen- 
ral Intelligence Agency (KCIA). Founded 
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after the 1961 military coup in order to 
safeguard South Korea against subversion 
by North Korea, the agency swiftly degen- 
erated into an instrument of terror of the 
authoritarian regime of Park Chung Hee, 
the coup leader who later became presi- 
dent. Ironically, Park himself was assassi- 
nated in 1979 by then KCIA director Kim 
Jae Kyu. 

After Park's death the agency was re- 
named and partially reorganised but it did 
not change its spots. It continued to inter- 
fere in the political process, getting in- 
volved in election campaigns and harass- 
ing opposition politicians. In its three dec- 
ades of existence, it used its powers of sum- 
mary detention to jail thousands of people 
including opposition leaders, students, 
journalists and human-rights activists. 

It also precipitated major diplomatic 
uproars by kidnapping South Korean in- 
tellectuals and students from overseas. In 
1972, the kidnapping of opposition leader 
Kim Dae Jung from Japan by agents said 
to belong to the agency nearly ruptured 
Seoul's ties with Tokyo. 

It is too early to determine the direction 
or the extent of the agency's restructuring. 
According to agency officials, the "formal 
decision" to disengage from politics was 
reached at a meeting of provincial and city 
unit chiefs on 23 September. Whether that 
decision involves the withdrawal of agents 
posted to various social, political and eco- 
nomic organisations was unclear. But it 
was the first indication, since 1961, of the 
agency's resolve to seek change. 

Up to now the NsP has functioned out- 
side the purview of the law. Parliament has 
no authority to oversee its activities, and 
the agency is still responsible only to the 
president, who exercises direct control over 
it by virtue of special legislation. But as 
democratic institutions take root in South 
Korea, demands have grown for transpar- 
ency and accountability by the NSP. 

Opposition MPs have demanded the 
right to carry out a full review of the agen- 
cy's budget, including funds believ ed to be 
concealed in the allocations of various min- 
istries not directly concerned with intelli- 
gence gathering operations. Funds directly 
allocated to the NsP are claimed to repre- 
sent less than 1% of the national budget of 
Won 37 trillion, but the exact amount re- 
mains secret. No details are available of 
how the money is spent despite frequent 
demands that the agency be made account- 
able to parliament. 

Although NsP officials refuse to discuss 
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specific changes, they say the agency's 
priorities will shift from domestic surveil- 
lance of anti-government activities to the 
gathering of international, diplomatic and 
economic intelligence. For this purpose, the 
agency recently set up a 21st Century Com- 
mittee to study what adjustments are 
necessary in the post-Cold War world or- 
der. 

NSP officials say that, for a start, they 
will stop participating in strategy meetings 
held by government ministries or the rul- 
ing party at election time. One of the agen- 
cy's functions at these meetings was to di- 
rect the use of official funds for local pork- 
barrel projects. NsP officials have also said 
they will stop monitoring the activities of 
journalists and stop "advising" editors on 
the articles their newspapers print. 

Security officials from other govern- 
ment ministries think that one of the first 
changes will be a decline in the level of 
spying on opposition MPs. That might 
mean reducing, or even ending, routine 
NSP surveillance on Kim Dae Jung's Demo- 
cratic Party (DP) and Chung Ju Yung's 
United People's Party (UPP). Both leaders 
have complained of telephone-tapping and 
of attempts to blackmail party members 
into toeing the government line. 

The campaign for the March parliamen- 
tary elections gave the South Korean pub- 
lic a glimpse of some of the dirty tricks the 


agency employs to frustrate 
the opposition. In one inci- 
dent, an agent of NSP was 
caught stuffing letters into 
the mailbox of an opposition 
candidate as part of a smear 
campaign against him. In 
another case, exposed by a 
provincial county chief, NSP 
agents were found directing 
local governments to use 
government funds to back 
ruling-party candidates. The 
incident sparked demands 
for the dismissal of Lee 
Sahng Yeon, a former inte- 
rior minister who how heads 
the NSP. 

Given the NsP's record, South Korean 
political parties have welcomed the agen- 
cy's readiness to take a new look at itself. 
But some are sceptical of the depth of pos- 
sible changes. They point to the enormous 
budget and manpower resources at the dis- 
posal of NsP. "The NSP virtually constitutes 
a government within the government and 
nobody likes to give up power," says one 
opposition legislator who has been har- 
assed by the agency. 

Many DP and upp legislators want to 
strip the agency of its powers of arrest and 
detention. But such a change would be 
opposed by conservative politicians, espe- 











Kim Dae Jung: KCIA victim. 


cially those whose constitu- 
encies include Korean War 
veterans. They cite what 
they see as the continuin 
security threat by the North 
as reason for not weakening 
the NSP's powers. 

But it looks increasingly 
unlikely that the NsP will 
survive the continuing me- 
dia debate with its powers 
intact. Another factor work- 
ing against the agency is 
that, barring unforeseen cir- 
cumstances, the next ad- 
ministration will be led by a 
civilian president for the 
first time since 1961. The 
only question is how quickly and how ex- 
tensively the NsP should be restructured. 

MP and former senior NSP official Lee 
Jong Chan, who unsuccessfully challenged 
Kim Young Sam for nomination as the 
DLP's presidential candidate in May, says: 
"The NSP has to change from being a Savak 
to a Mossad." Mossad, Israel's secret ser- 
vice, is a professional group answerable to 
the democratically elected government and 
charged with safeguarding the integrity of 
Israel. It is the model the NsP aspires to. At 
present, Lee says, the NSP resembles Savak, 
the former shah of Iran's personal instru- 
ment of repression. LI 
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AUSTRALIA 


Labor's 
humiliation 
Victoria voters send 
Keating a warning 


By Jacqueline Rees in Canberra 


hen Victoria State's Geelong 
Cats lost the football champion- 
ship — popularly called the pre- 
miership — to a Western Australian team, 
Victorian Premier Joan Kirner knew the 
chips were finally down. 

Sure enough, Victorian voters, who take 
their politics as seriously as their football, 
dealt a savage retribution to Kirner's Labor 
Party in state elections on 3 October. Labor 
was ditched in favour of a conservative 
coalition led by Jeff Kennett, who had been 
rejected twice previously by the electorate 
and at one stage rejected by his own party. 
The election verdict was seen as a clear 
warning to the beleaguered Labor national 
government of Prime Minister Paul 
Keating, who must seek a fresh mandate 











by mid-1993. 

Kennett, the type of politician in whose 
mouth cartoonists usually draw a boot, 
was voted to power with a 30-seat major- 
ity in the 88-seat state legislature. His coali- 
tion of Liberal and National parties took 17 
seats from Labor in the lower house and 5 
seats from Labor in the upper house. Five 
Labor ministers lost their seats. 

Kennett failed to release policies during 
the campaign, let alone be available for 
questioning on them. His public announce- 
ments and appearances were carefully or- 
chestrated to keep him from close scrutiny 
and he consistently trailed Kirner in polls 
for preferred leader. Despite all this, Victo- 
rians showed their determination to pun- 
ish as savagely as possible a Labor govern- 
ment which, both under Kirner and her 
predecessor John Cain, had overseen mas- 
sive financial mismanagement. 

Two weeks previously, the northern 
state of Queensland returned a Labor gov- 
ernment under Wayne Goss for a second 
term. But Keating can take little heart from 
that triumph. The Victorian result is more 
telling: Australians are in a punishing 
mood; and they are willing to take risks 
with lacklustre leaders rather than endorse 
the economic mismanagement which has 
characterised Labor governments in all 
states except Queensland in the 1980s. 

In Queensland the conservative parties 


tional to exotic Thailand. 


remain shackled by ongoing investigations - 
into the corruption-ridden legacy of 20 
years of National Party rule under premier 
Joh Bjelke-Petersen. The Bjelke-Petersen 
phenomenon is a peculiarly Queensland 
one and has little impact on federal voting 
patterns. More significantly, in the bitter 
fight Keating had to depose former prime 
minister Bob Hawke, Queensland's Labor 
federal politicians remained loyal to 
Hawke. Their rejection of Keating has 
helped Labor's success at a state level. 

On the other hand, Keating has been 
very much involved in Victorian issues. He 
was the federal treasurer who organised 
the buying-up of the Victorian State Bank 
by the Commonwealth Bank following its 
bankruptcy under the Labor state govern- 
ment. As prime minister his role in the tar- 
iff-liberalisation debate presently raging in 
Australia impinges directly on the deterio- 
rating Victorian manufacturing base. 

Federal Opposition leader John Hewson 
needs only a 1.4% swing for victory at the 
next federal election due by the end of May 
next year. The swing in Victoria was more 
than 6%. The Victorian setback suggests 
that only a turn in the economic tide will 
improve Labor's election chances at the na- 
tional level. Keating has a huge task ahead 
if he is not to be the first Labor prime min- 
ister in 50 years to leave office without ever 
winning an election. " 
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Handle with care 


hile the appointment of 
Chuan Leekpai as prime min- 
ister of Thailand signifies a 
triumph for democratic 
forces, this victory can hardly be seen as 
ushering in a new political era. 

Although the pro-democracy forces — 
comprising Chuan's Democrat Party, the 
New Aspiration Party (NAP), the Palang 
Dharma Party and Solidarity — won the 
election, they did so with only a small mar- 
gin of five seats. As a result, one cannot 
expect anything except a fragile and shaky 
| government, despite their decision to bring 
in the pro-military Social Action Party to 
| strengthen the coalition. 

Thailand is also bound to face political 
volatility, mainly because of a lack of cohe- 
sion within the coalition. Although they 
united in fighting former prime minister 
Suchinda Kraprayoon's government last 
May, the Democrats and the NAP aggres- 
sively contested the southern provinces, 
while Palang Dharma and Democrat rivals 
fought over Bangkok constituencies dur- 
ing the recent elections. Bickering and 
clashes of interests will become inevitable 
as the coalition partners seek to expand 
their base of support. 

Further, Palang Dharma leader Cham- 
long Srimuang's decision to turn down the 
post of communications minister while re- 
taining de facto control over his party's 
ministers to ensure they toe the party line 
on principles and policies, will clearly com- 
plicate cooperation within the coalition 
government. 

Political corruption is another problem 
which may weaken the Chuan govern- 
ment, as short-term personal or group in- 
terests emerge. 
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The opposition will also have to be reck- 
oned with. Chuan cannot afford to ignore 
the Chart Thai and Chart Pattana parties, 
which now represent the core of the oppo- 
sition with a total of 144 MPs in the 360- 
seat parliament. Such numbers mean they 
will have no difficulty in opening a non- 
confidence debate at any time of their 
choosing. Their key members are known 
to be wealthy, ruthless and opportunistic, 


| and will spare no effort to exploit all possi- 

| ble means to topple Chuan’s government. 

| Further, they have invested a great deal of 
cash in the election, and the longer they 

| remain out of power the harder it will be 
for them to recoup their money. 

| The new government's relationship 

| with the military is also crucial. The 1991 
coup against Chatichai Choonhavan's ad- 


By Suchit Bunbongkarn 


ministration was triggered by a lack of 
mutual trust between the government and 
the military. Although anti-military, Chuan 
appears to be in a better position than other 
party leaders to strengthen ties between the 
armed forces and the elected government. 
During the May protests, Chuan and his 
party took a more moderate stance than 
NAP leader Chavalit Yongchaiyut and 
Chamlong, making the Democrats more 
acceptable to the military. Chuan also 
seems to recognise that civil-military rela- 
tions are a delicate matter, and civilian con- 
trol can hardly be achieved if the prime 
minister and defence minister are unac- 
ceptable to the armed forces. 

Instead of putting one of his own MPs 
into the defence post, 
Chuan appointed an out- 
sider on the assumption 
that this would placate 
the military. However, 
many analysts are now 
wondering how the new 
government will deal 
with such "technical" 
issues as defence policy, 
strategy and budgets, 
and to what extent it can 
resist the military's de- 
mand for greater re- 
sources without jeopard- 
ising the relationship. 

Opinions are divided 
over how the military 
will react to having being 
forced to retreat follow- 
ing its conduct in May. 
Some observers believe 
the military's present low 
profile is only a tactical 
move, and that the 
armed forces are only 
waiting for the right mo- 
ment to reassert their in- 
fluence. But I believe 
most army officers want 
to keep well away from 
politics, and are con- 
vinced such military in- 
terference damages the 
image and professional- 
ism of the armed forces. 
The new military leader- 
ship has also clearly stated it will not allow 
the armed forces to get involved in politics, 
and has set its priority as strengthening 
Thailand's defence capabilities. 

One may wonder whether the military 
will intervene if their defence needs are not 
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met. This threat, however, should not be 
overemphasised. Another coup is unlikely 
if the military retains its present reasonable 
posture and Chuan's government responds 
sensitively to defence issues. 

Underlying the question of the mili- 
tary's reaction to its changed circum- 
stances is a prevailing public mood of 
democratic awareness. The military's bru- 
tal suppression of the pro-democracy dem- 
onstrations in May served to raise public 
political consciousness. Many Thais, par- 
ticularly the urban middle class, are now 
demanding a truly representative govern- 
ment that belongs to the people and not to 
small groups within the military elite. The 
economy’s dramatic growth in recent years 
has strengthened non- 
bureaucratic forces, in- 
cluding the business 
community, the media 
and other professional 
groups. These influential 
groups are now looking 
for an efficient, honest 
and elected government 
to move the country's 
economy forward. 

Whether Chuan’s 
government will be able 
to channel this mood and 
exploit the circumstances 
that brought his coalition 
to power in order to im- 
prove the political sys- 
tem remains to be seen, 
as the pro-democracy 
forces' victory is only one 
step toward a full- 
fledged democracy. 

The main threat to 
this process, with the 
military now back in 
barracks, appears to be 
the old-style politicians 
whose interest in seeking 
power is based solely in 
their quest for personal 
aggrandisement. Such 
self-indulgent politics 
cannot be torn up over- 
night, but if Chuan starts 
hacking at its roots now, 
the prospects for a more 
democratically ruled Thailand can only 
become brighter. a 


Suchit Bunbongkarn is dean of the Political 
Science Faculty of Chulalongkorn University, 
Bangkok. 
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Raytheon's United Engineers & 
Constructors (UE&C) has the know-how 
to help companies cost effectively plan 
ahead for clean air compliance. 
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c Before you put your name down for a 
(o Patek Philippe watch fig 1, there are a 








.. few basic things you might like to know, 
- without knowing exactly whom to ask. 
|. In addressing such issues as accuracy, re- 
RC liability and value for money, we would 
... like to demonstrate why the watch we 
- will make for you will be quite unlike 
i _ any other watch currently produced. 









“Punctuality”, Louis XVIII was fond 
_ of saying, “is the politeness of kings.” 
e We believe that in the matter of punc- 
(o tuality, we can rise to the occasion by 
|. making you a mechanical timepiece that 
(Will keep its rendezvous with the 
Gregorian calendar at the end of every 
century, omitting the leap-years in 2100, 
|... 2200 and 2300 and recording them in 
- - 2000 and 2400 fig. 2. Nevertheless, 
such a watch does need the occasional - 
ue adjustment. Every 3333 years and 122 
- - days yow should remember to set it for- 
-ward one day to the true time of the 
celestial clock. We suspect, however, 
] at 3 oe e imply co content to observe 








bid is the conviction that a Patek Philippe, 
even if 50 years old or older, can be ex- 
pected to work perfectly for future 
generations. 

In case your ambitions to own a Patek 
Philippe are somewhat discouraged by 
the scale of the sacrifice involved, may 
we hasten to point out that the watch 
we will make for you today will cer- 
tainly be a technical improvement on 
the Pateks bought at auction? In keep- 
ing with our tradition of inventing 
new mechanical solutions for greater 
reliability and better time-keeping, we 
will bring to your watch innovations 
fig. 3 inconceivable to our watch- 
makers who created the supreme 
wristwatches of 50 years ago fig. 4. 

At the same time, we will of course 
do our utmost to avoid placing undue 
strain on your financial resources. 


Can it really be mine? 


May we turn your thoughts to the day 
you take delivery of your watch? Sealed 
within its case is your watchmaker's tribute 
to the mysterious process of time He 
has decorated each wheel with a chamfer 
carved into its hub and polished into a 
shining circle. Delicate ribbing flows over 
the plates and bridges of gold and rare 
alloys. Millimetric surfaces are bevelled 
and burnished to exactitudes measured 
in microns. Rubies are transformed into 
jewels that triumph over friction. And 
after many months—or even years—of 
work, your watchmaker stamps a small 


badge into the mainbridge of your watch. — 
The Geneva oe highest possible mee 








Looks that speak of inner grace fig. 6. 


When you order your watch, you will no 
doubt like its outward appearance to 
reflect the harmony and elegance of the 
movement within. You may therefore 
find it helpful to know that we are 
uniquely able to cater for any special 
decorative needs you might like to 
express. For example, our engravers will 
delight in conjuring a subtle play of light 
and shadow on the gold case-back of one 
of our rare pocket-watches fig. 7. If you 
bring us your favourite picture, our 
enamellers will reproduce it in a brilliant 
miniature of hair-breadth detail fig. 8. 
The perfect execution of a double hob- 
nail pattern on the bezel of a wristwatch 
is the pride of our casemakers and the 
satisfaction of our designers, while our 
chainsmiths will weave for you a rich 
brocade in gold figs. 9 € 10. May we 
also recommend the artistry of our 
goldsmiths and the experience of our 
lapidaries in the selection and setting of 
the finest gemstones? figs, 11 & 12. 


How to enjoy your watch before you 
own it. 

As you will appreciate, the very nature 
of our watches imposes a limit on the 
number we can make available. (The four 
Calibre 89 time-pieces we are now making 
will take up to nine years to complete). 
We cannot therefore promise instant 


_ gratification, but while you look forward 
to the day on which you take delivery of 

| your Patek Philippe fig. 13, you will 

o have the pleasure of reflecting that time 

‘isa universal and everlasting commodity, . 
















g 1: The classic face of Patek 
Philippe 





12,9: Harmony of design is 
executed in a work of simplicity 
and perfection in a lady’s 
Calatrava wristwatch. 






g. 4: Complicated wristwatches 
circa 1930 (left) and 1990. 
The golden age of watchmaking 
will always be with us. 





g. 6: Your pleasure in owning 
a Patek Philippe is the purpose 
of those who made it for you. 


g. 10: The chainsmith’s hands 
impart strength and delicacy 
to a tracery of gold. 





g. 9: The Geneva Seal is 
awarded only to watches which 
achieve the standards of 
horological purity laid down in 
the laws of Geneva. These rules 
define the supreme quality 
of watchmaking. 





g. 7: Arabesques come to life 
on a gold case-back. 





g, 11: Circles in gold: symbols 


g. 2: One of the 33 complica- of perfection in the making. 


tions of the Calibre 89 
astronomical clock-watch is a 
satellite wheel that completes one 
revolution every 400 years. 





1g. 8: An artist working six 1g. 12: The test of a master 


bours a day takes about four lapidary is his ability to express — 
1g. 3: Recognized as the months to complete a miniature the splendour of precious 
most advanced mechanical in enamel on the case of a gemstones, 
regulating device to date, pocket-watch. 
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and precision. 
g. 13: The discreet sign of 
those who value their time. 
Those who wish to take a more detailed interest in the watches of Patek Philip ‘may acquire for their libraries Patek Philippe 
Bos a cataleauna wm. tleaie somite “catalooue” on wer visitine.card and send it to. Patek Philipte. 41. vue du Rb : 
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ESCAPE TO THE HEART 
OF.EHE CITY 


BANGKOK + BOMBAY + COLOMBO + JAKARTA 
MANILA * NEW DELHI * SEOUL + SHENZHEN 
SYDNEY * TOKYO * YOKOHAMA * (OPENING SOON —- 
BALI 1993 * SINGAPORE 1996 * SURABAYA 1995) 


For reservations, please call your nearest Inter- 
Continental Hotel or travel agent, or any of the 


following Reservations Centres: 
AUCKLAND: (64/9) 109] 443 * HONG KONG: (882182 7-0000 


SINGAPORE: (653)226-2822 * SYDNEY: (Toll-free number) 
(008)221-33$ + TOKYO: (Toll-free number) (01200455655 
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VIETNAM 


House cleaning 


Corrupt ministers dropped in cabinet reshuffle 





By Murray Hiebert in Hanoi - 





hen the newly installed elec- 
tronic counting system in Ha- 
noi's National Assembly tallied 
up the final votes for the new cabinet on 1 
October, it showed far fewer changes than 
most observers had anticipated following 





. last July's parliamentary elections. 





try 


| net change was the removal 








—— - 


, even though the party says 


_ tional Assembly a stronger 


, man of the State Planning 


Only four old ministers lost their jobs, 
and instead of streamlining the cumber- 
some bureaucracy as had been predicted, 
at least half a dozen state committee chair- 
man had their positions upgraded to min- 
isterial rank. 

A week earlier, the assembly had 
elected Gen. Le Duc Anh as state president 
and re-elected Vo Van Kiet as premier. 
Nong Duc Manh, the first ethnic minority 
member of the ruling communist party 
politburo, was elected chairman of the Na- 
tional Assembly, 

All three had been nominated earlier by 
the party and no further nominations were 
accepted from the floor, 


it is trying to give the Na- 
voice in governing the coun- 
' The most significant cabi- 


of Tran Xuan Gia as head of 
the government office, a po- 
sition which effectively runs 
the daily affairs of the cabi- 
net. Gia, who has been criti- 
cised for authorising illegal 
import and export licences, 
was replaced by Le Xuan 
Trinh, a Soviet-trained 
economist and deputy chair- 


Committee. 
Vu Ngoc Hai, the outgoing minister of 


| energy, appears to have lost his job because 


of a highly publicised corruption scandal 
involving several of the ministry's compa- 
nies which are constructing the country's 
new north-south hydroelectricity line. Hai 
was replaced by his assistant, Thai Phung 
Ne, an engineer. 

Outgoing Health Minister Pham Song 
was blamed for the sharp deterioration of 
the country's health care system and for 


, using his influence to take over a house 


belonging to the ministry's labour union 


| office. Song was replaced by Nguyen 


Trong Nhan, a French-educated ophthal- 
mologist. 
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Kiet: southern reformer. 


The National Assembly also upgraded 
the state committee for science and tech- 
nology into a ministry whose responsibili- 
ties will include environmental concerns. 
About 10 other positions, including that of 
the governor of the state bank, were up- 
graded to ministerial level. “Kiet said he 
wanted to reduce the number of ministries 
and government staff, but he now has 
more ministers than he had before the re- 
organisation," one official observed. 

Several other recommendations pro- 
posed by Kiet after his 24 September re- 
election were rejected by the assembly. For 
example, he failed to win approval for his 
proposal to incorporate the Forestry Minis- 
try into a revamped Ministry of Agricul- 
ture and Rural Development. 

At least some of his proposals may have 
fallen victim to Kiet's occasionally strained 
relations with the National Assembly. The 
premier had alienated many delegates to 
the previous assembly in April when he 
announced the construction of a 500-kilo- 
volt, 1,500-kilometre elec- 
tricity line linking north and 
south Vietnam. 

Kiet, 69, a southerner 
who ranks third in the po- 
litburo, is best known for 
his early role in advocating 
free-market reforms of Viet- 
nam's planned economy. In 
recent months, these re- 
forms have played a major 
role in boosting rice produc- 
tion, reining in inflation and 
creating the country's first 
foreign trade surplus. 

Most observers doubt 
that the election as presi- 
dent of Gen. Anh, 72, will 
mark a shift in Vietnam's 
policies. Anh, who led Viet- 
nam's invasion of Cambodia in 1978 and 
then negotiated the normalisation of rela- 
tions with China last year, had already 
been in charge of internal security, national 
defence and foreign policy for the party 
since he was elected number two in the 
politburo in mid-199]. 

Although diplomats describe the gen- 
eral as a "law-and-order man," they be- 
lieve that the election of both Anh and Kiet 
points to continuity rather than change. 
The aim seems to be to continue policies of 
economic reform and forging closer diplo- 
matic ties with the non-communist world, 
while at the same time keeping tight con- 
trol over domestic politics. a 
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Traveller s Tales 


t was a funeral minus the tears. It was 

a celebration of death — for a life well 

lived. "Balinese shouldn't cry at fu- 

nerals because it prevents the spirit of 
the dead from flying straight to heaven," 
explained my van driver. "Even if you feel 
sad at the loss of a loved one, you must 
accept that that is his karma. This life is 
only temporary. If we have been good in 
this life, we should be happy to go on to 
our next life." 

Thus, the holding of an elaborate cre- 
mation by the Raja of Gianyar to honour 
his late wife, his mother, two stepmothers 
and two of his late father's concubines was 
just the final ceremony marking one cycle 
in the Hindu wheel of life. The cremation 
itself was symbolic. On an auspicious date, 
six sandalwood effigies, wound in miles of 
purified white cloth, were consigned to the 
flames. All six women had been cremated 
in simpler ceremonies in earlier years soon 
after their deaths, which dated in some 
cases back to the 1960s. 

For the 71-year-old Raja Ide Anak 
Agung Gde Agung and his immediate 
family members, the pomp and ritual were 
sacrosanct; Balinese take their Hindu herit- 
age seriously. But pressed in by thousands 
of sweaty tourists, well-heeled Jakarta visi- 
tors and camera-toting journalists, it was 
hard to feel the solemnity, much less the 
sanctity, of the occasion. 

Balinese custom dictates that a person 
who dies be first preserved and buried and 
only later dug up and cremated. Since cre- 
mations are expensive affairs, this gives the 
bereaved family time to save, often for a 
couple of years. To keep costs down, cre- 
mations are often held en masse. In this 
case, many ordinary people took the op- 
portunity to hold more modest ceremonies 
for their family members in their own vil- 
lages to coincide with the royal cremation. 

It has been 31 years since the last ex- 
pansive — and expensive — cremation 
was held, for the Raja's father, the ninth 
ruler of Gianyar. "This might be the last on 
this scale," said a palace spokesman. 

Money would be one consideration. 
Although the Raja smoothly deflected 
questions about the actual cost of the cre- 
mation, estimates range up to US$1 mil- 
lion, including the hiring of a public rela- 
tions firm to handle media coverage and 
an Australian camera crew, Such expenses 
came out of the palace coffers, while items 
such as rice, coconut and bamboo were 
contributed by the people of Gianyar. 

This is because traditionally the people 
on such occasions express their loyalty to 
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their king by paying tribute in kind. Vol- 
unteers from some 27 villages had spent 
weeks building elaborate wooden towers, 
sarcophagi in the shape of sacred cows, 
palanquins for three sacred dragons, tiered 
pyres, tents and platforms. 

On the auspicious day itself (23 Aug.), 
several hundred sturdy men in black and 
white checked sarongs worked in relays to 
haul the towers, cows and bejewelled drag- 
ons to the cremation ground. Each of the 
three 17-metre high towers weighed a ton. 
When spun around before the funeral pro- 
cession, they leaned crazily onto electric 
lines. To prevent blistering feet, water tanks 
hosed down both men and macadam. 





Funeral pyre engulfed in flames. 


The Raja of Gianyar, one of the nine 
original royal houses of Bali, still maintains 
his palace and royal fiefdom. Most of the 
rest, impoverished by time and circum- 
stance, maintain the royal lineage and 
some ceremonial functions but on the 
whole live and work as ordinary citizens. 
Gianyar is today a district, no longer ruled 
by the Raja. 

But even if the royal houses wield no 
political power today, the Raja of Gianyar 
had in his personal capacity served in the 
cabinet: as foreign minister under Sukarno 
and home minister under President 
Suharto. At least two of his four sons are 
businessmen in Jakarta, giving rise to 
speculation that the eldest might not wish 
to succeed his father in the cloistered and 


FAR EASTERN ECONOMIC REVIEW 


PIYNZV INIYHS 


ritual-bound confines of the Gianyar pal- 
ace. All are cosmopolitan, which perhaps 
accounted for the clutch of cabinet minis- 
ters, diplomats and deluge of Jakarta busi- 
nessmen among the invited guests. 

No figure that day, however, equalled 
the stature of Gianyar's official court priest. 
Slight of build and unpretentious in de- 
meanour, Nyoman Putra, 65, carried his 
duties with the calm dignity of one who 
knows his place in the cosmic scheme. De- 
scended from a long line of palace priests, 
and schooled in the kawi script and Hindu 
scriptures, his lifestyle was exemplary and 
his mission simple — to assist in the pas- 
sage from this life to the next. 

His duties began months ago. It was for 
him to choose the auspicious date, to call 
back the spirits of the dead from the sea, to 
oversee the daily fetching of holy water, to 
lead the constant prayers. On the day it- 
self, borne on a palanquin, he walked the 
effigies in circles around the pyre before 
engulfing them in an awesome swirl of 
flame, ashes and exploding bamboo. 

For the uninitiated, Bali's brand of Hin- 
duism is startling. Ancient practices, lay- 
ered upon Southeast Asia's animist past, 
makes for a mysticism that leaves the prac- 
tising Hindu from India a stranger. The 
open paddy fields, misty volcanoes, 
evening incense and ceaseless mantra 
make it easy to be seduced by thoughts of 
unseen spirits. 

All family members are taught the sim- 
pler daily rituals, such as the offering of 
sesajen — a small square tray of woven co- 
conut leaf bearing glutinous rice, salt, and 
flower petals, sprinkled over with holy 
water — to the spirits thrice a day, before 
meals. Each evening, statuesque Balinese 
women balancing tiers of fruit piled high 
on their heads wend their way to the tem- 
ple for the evening offerings. 

It is this genuine observance of rituals 
that separates Bali from other over- 
touristed destinations — and may yet be 
its cultural salvation. Not only would each 
home have a small sesajen outside its front 
door, but every crafty vendor flogging 
faded Balinese woven products and fake 
curios to susceptible tourists would also 
ensure that the spirits are first appeased. 
As skimpily-clad tourists haggle in five lan- 
guages over a cheap duffle bag, the propri- 
etress would unselfconsciously chant 
prayers and sprinkle holy water into all 
corners of her tiny store. 

East scrutinised West, as the West 


oggled the East at the grand cremation. It | 


was a learning experience for all. Å 
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On most other airlines, this would be Business Class. 
On EVA AIR, it's Economy Deluxe Class, 


Seattle 









San Francisco Chicago 


New York 
Los Angeles 


Manila 


Houston 


Transter Points ES Miami 





All major cities in the U. S. can be connected with Taipei and South East Asia through Los Angeles 


Taipei: 886-2-5011999, Singapore 65-2261533, Bangkok: 66-2-2382479, Kuala Lumpur: 60-3-2622981. 








Starting December 12th when you fly to Los Angeles on EVA AIR, you neec 

only pay Economy fare to enjoy what other airlines call Business Class 

That'sbecause we've designed the economy section of our 747-400 flight: 

to Los Angeles especially for individual travellers. 

We veaddeda few extras that you won't even fint 

en } on most otherairlines' Business Class. Extras like 
a personal 6-channel TV monitor. In a cabin spact 


for 300 seats, we've placed only 206 so you hav: 


/ — 44% more room to relax and be comfortable. Als 
li - 

I y Ww 
| | you'll appreciate it when you stretch your legs or 
Economy Deluxe Class offers 2-4-2 seating the new leg-rest = 


EVA AIR Economy Deluxe Class 24-2 sealing we've placed under 


In a cahin space for 300 seats. we've placed only 206 
5o you have 44% more room to relaxand be comfortable. every seat. And as if 


that wasn t enough. a satellite telephone is 
there to keep you stay in touch with vour 


business en route. 





So the next time you consider flying to Los 
Angeles, why not contact your local travel For more comfort & enjoyment 

; à leg-rest is attached to every seat 
agent. Or call EVA AIR direct on EVA AIR's It's another first for Economy Deluxe C 
local agent, and book yourself on our 747-400 Economy Deluxe Class 


It's like an instant upgrade. Every time. 


STARTING DEC. 12TH, DAILY NON. 
STOP FLIGHTS TO LOS ANGELES. 


EVA AIR y» 


ADVERTISEMENT SUPPLEMENT 


Celebrating the 'Double Ten' national day 





s it celebrates its "Double Ten" national day this week, 

Taiwan is about to pass three impressive economic mile- 

stones. In 1992 foreign trade is due to reach the US$150 

billion mark, GNP to surpass US$200 billion, and per 
capita income to exceed US$10,000. 

After years of struggle to pursue economic development and 
overcome diplomatic barriers, Taiwan is now coming of age. The 
most concrete sign is the progress in preparing for Taiwan's 
admission (under the name "Chinese Taipei") to Gatt. "It's status 
— it means they re a member of the club," says US Senator Max 
Baucus, who is a leading supporter of Taiwan's entry into Gatt. 

Taiwan's economic vitality is bringing it international 
recognition in other ways as well. Cabinet 
ministers from nearly all major European ———— 
industrial nations have visited the island 
in the past two years. Last month the Ca- 
nadian Minister of International Trade 
Michael Wilson made the trip, as did Latvian 
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This special supplement was 
written bu Donald Shapiro. 





Taiwan comes of age 


Prime Minister Ilvars Godmanis and a high-level Russian delega- 
tion. 

What causes Taiwan to attract so much attention is two other 
numbers: its more than US$88 billion in foreign-exchange re- 
serves, the largest such holding in the world; and its programme 
to spend US$303 billion through 1996 under the massive Six- 
Year National Development Plan. For international construction 
companies, equipment suppliers and engineering consultants, 
Taiwan is currently the most active and reliable market at 
hand. 

To Taiwan's own population, the Six-Year Plan signifies the 
chance to lay the foundation for smooth, continued economic 

growth well into the future. The goal of the 
— plan is to elevate per capita income to 
US$14,000 in 1996 (compared to the 
1990 figure of US$8,000), enough to 
qualify Taiwan to be considered one of the 
world's developed economies. € 





—Q 


FCONOMIC REVIEW an 


"IA eee 
MooK EC Ng: 
- 


T cba, y x9 Qpe- 54; 


E C = ASi 


Y PT Em 
Wu . " de * e 
w 4, v4 - " , 


LI 
~ 
^ te 
lax c 


WP e rv 


7 


C 


X um 


go eres 


Wintour tet 
Nee sy 


A 


tee EXAM. no 


Ae rs) 
a oS 
ae 


Je. t? 


M. à 
wr» 
P. uv 


a [| 
26-5 
o 


Lh 
21 


u E 
Y a M. 


Pc iE 


Da 


wu AA 
EA SNN 


= 
"c 


SR eM 
Pi 


7 
" 


uc 
` g "e ^ 


m 





No one said that doing business would be easy. (And in- information, business contacts, product displays and inter- 
cidentally, he was right.) But there is a place that will point national trade shows. The Taipei World Trade Center. We 
you in the right direction. A place where you'll find trade don't make business simple, just simpler. See Us First. 


es WPO WORLD AP. CHINA caia. TRADE 
«4 P mex ci Operated by: D&vtLOPMENI Counce — 5 Hsinyi Rd., Sec. 5, Taipei, Taiwan, R.O.C. Tel: (886-2)725-1111 Fax: (886-2)725-1314 
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ECONOMY 


Taiwan expands 
regional investment 


A pins to play a greater economic role within Asia, Taiwan 
has been looking to build itself into a transportation hub and 
financial centre. Now the Ministry of Economic Affairs is advocat- 
ing the addition of another goal — establishing Taiwan as a 
regional operations centre for multinational corporations. 

"Taiwan's advantage is that foreign corporations can do much 
more here than maintain an administrative headquarters," said 
Economic Affairs Vice-Minister S. J. Lee. "They can also be 
involved in such areas as manufacturing, marketing, R&D and 
component procurement." The ministry has already begun ap- 
proaching leading multinationals to brief them on the benefits of 
using Taiwan as a base. The main points on their list include: 
> A “critical mass" of highly qualified, motivated people among 
skilled workers, engineers and other professionals. 
p> Financial strength as demonstrated by the accumulation of the 
world's largest trove of foreign-exchange reserves. 
pm A dynamic domestic market made up of 20 million people 
enjoying the spending power that comes from more than 
US$10,000 in per capita income. 
> Convenient access to neighbouring markets in Southeast Asia 
and mainland China through the Taiwan business community's 
extensive network of connections. 

Once somewhat isolated within the region, Taiwan has gained 
new influence and respect in the past five years by becoming one 
of Asia's largest sources of investment capital. Faced with labour 
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right time." 


| “Lers hope yours = 
tinting’s as good aS your 
choicé of hotel.” 


Feel The Hyatt Touch: 


Grand Hyatt ‘Taipei 


2 Sung Shou Road, Taipei, Taiwan, Republic of China. Tel: (886)(2)720 1234 Fax: (886)(2) 720 1111 
© Part of the Taipei World Trade Center complex which includes the Exhibition Hall, Trade Building and Convention Center e 


For reservations and more information about Hyatt Hotels and Resorts, call your travel planner or your nearest Hyatt 


"Success 1s being 
in the right placeat the 


shortages and rapidly escalating land prices at home, as well as 
the challenge to exports caused by the soaring value of the NT 
dollar, thousands of manufacturers of light industrial goods have 
moved production lines for labour-intensive items to lower-wage 
countries nearby. 

Through the end of June this year, Taiwan companies had 
engaged in 976 investment cases worth US$5 billion in Malaysia, 
1,012 cases worth US$4 billion in Thailand, 239 cases worth 
US$3.9 billion in Indonesia, and 57 cases worth US$755 million 
in Vietnam. In China, where the Taiwan authorities require that 
investment be done by offshore subsidiaries, the estimated invest- 
ment is about US$4 billion by more than 4,000 enterprises. 

The investment has stimulated trade. Typically the Taiwan 


More growth to come 


Growth forecast for “10 Emerging Industries” 





Production value (US$ million) 








1989 1996 
Information = 85800 18000 
Consumer electronics 6,500 9.150 
Precision machinery and automation — 2,500 = = 8700 — 
Specialty chemicals and 
eth pot "A 
Semiconductors 1,364 4,600 
fi ASUS ae ee 
Aerospace 630 2,700 
Pollution control equipment = 78,851 
Medical and health care equipment 253 609 


When in Taipei, the astute business 
traveller knows how to escape the hustle and 
bustle. By staying at Grand Hyatt, part of 
the Taipei World Trade Center complex in 
the city’s spacious new commercial district. 

Diversions from business include 
seven enticing restaurants; dynamic nightlife 
featuring live music and a choice of bars; 
not to mention a superbly equipped fitness 
center. While outdoors, the vast recreation 
deck with its inviting pool, is the place to 
recharge during that tight schedule. 

At the end of a tough day, retire to the 
luxury of Grand Hyatt Taipei. The perfect 
retreat from which to advance your business. 
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TAIWAN TODAY 


2 Population: 20.5 million 
eeting t e GNP: US$180 billion 
Literacy rate: 93 percent 

Major religions: Buddhism, Taoism, Catholicism, 


h g Protestantism, Islam. 
a nge o a ` Tourism: 1.85 million inbound visitors 
and 3.37 million outbound travelers 
Exports: US$76 billion including 
N QW Wo r electronics, machinery, electrical 
Order: the 
hd The Six-Year National Develop- 
Dr ment Plan: With investment 
y^ a t -AN capital estimated at US$ 303 
e u j ¢ O ‘sy a! x =. billion, this massive recon- 
| | | No struction plan envisions the 
2 " Lk El Republic of China on 
( j na t - "A | Taiwan as a fully devel- 
| 4 oped country by 1996. Its 
t ` goals are to promote the 
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products, textiles, metals & plastics. 
Imports: L/5$63 billion including 
electronics, machinery, chemicals, 
crude oil, transportation equipment 


balanced development 
of Taiwan's regions and 
to raise the quality 
of life for its 





people. 


() ctober 10, or Double Tenth National Dav, com- 
memorates the Wuchang uprising of 1911 which 
led to the establishment of the first republic in Asia. Now 
in its eighty-tirst year, the Republic of China has come a 
long way. Considered an economic backwater a few dec- 
ades ago, it is today one of the four newly-industrialized 
countries in the Asia-Pacific region. In the next few years, 
Taiwan will apply the experience gained in nation-building to a 

number of ambitious plans, which include accelerating national develop- 
ment and democratization; improving relations with mainland China; and 
playing a greater role in the international community. 


his year the ROC government will spend millions of dollars to improve the quality of 

life on the island. The Six-Year National Development Plan, a comprehensive blueprint 
for economic development, is currently being implemented. New freeways, high-speed 
railways, urban mass transit systems, housing, recreational facilities, pollution control, and 
a host of other public works projects are in various stages of planning and construction. 


N ineteen ninety-two is the year of constitutional reform for the ROC. The democratically 
elected National Assembly has been entrusted with the responsibility of amending the 
constitution. In May, the assembly successfully completed the second phase of the reform 
process, approving eight reform measures. 


| mproving relations with the mainland is also a key issue on the agenda. Taiwan is 
working for the reunification of China. The ROC's position is summed up in the 
Guidelines for National Unification, which was adopted by the government last vear. 
According to the guidelines, unification is dependent upon the mainland developing 
its economy, pursuing political democratization, and reducing hostilities directed at 
Taiwan. Only after these conditions are met can a democratic, free, and equitably 
prosperous China emerge. For the short-term, the government encourages people-to- 
people contact across the Straits. 


[- ven though Taiwan belones to only a few world organizations, ithas been, and will 

always be, a responsible member of the international community. The Republic of 
China has worked to reduce tariffs and trade imbalances, and to internationalize its 

economy. Taiwan is also ready and willing to help the developing nations of the 
world. An International Economic Cooperation Development Fund of US$1.2 
billion has been set up and more than forty technical assistance teams have been 

sent to various parts of the world 


T aiwan is entering a new era ot global involvement and domestic growth. 

Double Tenth National Dav is a time for the citizens of the Republic of China to 
celebrate their accomplishments and to look toward an even brighter and more prosperous 
future, 
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investor supplies machinery, components and intermediate mate- 
rials from the parent company, and in some cases part of the 
offshore production is brought back to Taiwan in the form of 
either semi-finished or finished goods. 

Last year 40.9% of Taiwan's exports and 46% of imports 
were from trade within Asia. The share is still growing, reaching 
42.4% of exports and 46.7% of imports in the first seven months 
of 1992. 

Initially the government's attitude towards the investment out- 
flow was ambivalent. Some officials worried about a hollowing-out 
of Taiwan industry and preferred that businessmen invest in up- 
grading their products rather than rescue declining industrial sec- 
tors by transplanting them abroad. But officials have come to 
value the added regional prominence Taiwan now enjoys by virtue 
of its investment role. Private-sector projects in Southeast Asia 
may soon be joined by the first major undertaking there by a 
state-owned enterprise — a joint-venture petroleum refinery in 
Malaysia involving the Chinese Petroleum Corp. 

The government also wishes to ensure, however, that the 
industry still based in Taiwan will continue to upgrade to new 
levels of technological and quality sophistication. Mainly through 





TRADE 


Manufacturers to 
aim for quality 


A panel of judges will soon begin evaluating 1,600 entries sub- 
mitted by Taiwan manufacturers in a nationwide product quality 
competition. At the awards ceremony in January, as one of the 
activities of Taiwan's first "Image Week," cheques worth 
US$80,000 will be presented to the makers of each of the top 
five products. 

Also during Image Week (12-17 January), the best 100 pro- 
ducts will be on display at a special exhibition. They will be 
granted the future right to bear a newly designed, bright-red logo 
that is serving as a national "symbol of excellence." 

Image Week, which will also involve seminars, TV programmes, 
and other forms of publicity, is being co-sponsored by the China 
External Trade Development Council (CETRA), the China Pro- 
ductivity Center, and the Brand Intemational Promotion Asso- 
ciation. 

"The purpose is to tell the world that Taiwan has changed," 
explained Agustin T. T. Liu, secretary-general of CETRA., Tai- 
wan's semi-official trade promotion agency. “Our companies are 
now turning out products of world-class calibre in terms of inno- 
vation, design and manufacturing standards. Another purpose is 
to enhance consciousness among our people regarding the im- 
portance of quality in all aspects of life." 

CETRA has recently been putting greater emphasis on special 
programmes like Image Week, rather than on general trade pro- 


, motion used in the past, 
Taiwan trade trends = in order to concentrate 
z on Taiwan's specific 
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Another example of 
this approach is its 
Trade Opportunities 
Project (TOP), designed 
to help Taiwan com- 
panies forge "strategic 
alliances" with counter- 
parts in Europe and the 
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government spending. national expenditure on R&D is to be — 
boosted from the current 1.396 of GNP to 396 by the end of the 


decade. Special attention will be focused on 10 emerging indus- — 


tries, all research-oriented, including information technology, pre- 
cision machinery, specialty chemicals, advanced materials and 
semiconductors. The government has also identified 66 key pro- 
ducts and components — now imported from Japan — for which 
domestic production capability needs to be developed. 

These sectors will be prime targets for seeking to attract in- 
coming investment from the advanced countries. In this effort the 
government is pleased to be able to cite a recent evaluation of 
worldwide investment locations carried out by the US firm Busi- 
ness Environment Risk Intelligence (BERI). Assessing such factors 
as political risk, operational risk, and availability of foreign ex- 
change, BERI placed Taiwan as second only to Switzerland. That 
rating is expected to remain for at least five years. 

"It's quite encouraging to see that Taiwan still holds such at- 
tractive powers for foreign investors," said Ricky Kao, director- 
general of the Industrial Development and Investment Centre. 
"But of course we are determined to keep working hard to ensure 
that the investment climate can become even better." € 
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IN TAIPEI, EXPERIENCED 
TRAVELERS STAY WITH US 


For many good reasons, frequent travelers who require deluxe accommodations in 
Taipei consistently choose the Howard Plaza Hotel) They especially appreciate 
our convenient location, comprehensive modern facilities and outstanding service 


* 606 luxurious rooms and suites, with satellite TV reception and in-house movies 
* 6 superb restaurants, both Oriental and Western, and an elegant atrium lounge 
* Fully equipped health club with sauna and steam rooms 

* Complete conference, meeting and banquet facilities 

* Two entire floors for non-smokers 
* 4-story shopping mall 

* A highly professional business cente: * An unmatched level of security 


* Landscaped outdoor swimming pool * 360-car parking lot 


The Howard Plaza — for those in the know, the number one place to stay in Taipei. 
For reservations and information, please contact any KLM Golden Tulip Worldwide Hotel 
Distinguished Hotels of the World, Utell Int'l, Delton Reservations, or call your travel agent 

An associate of the Keio Plaza Hotels, Japan 
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TAIWAN COMES OF AGI 


US. Such links might involve formal 
alliances or looser cooperation in 
product development, sales and 
marketing, manufacturing, or other 
areas. 

"This is a way to help integrate 
our companies more closely into the 
international business community,” 
said Liu. Combining the compara- 
tive advantages of Taiwan and for- 
eign enterprises can enable them to 
become more competitive in the 
world market than either could have 
been on its own. Typically the for- 
eign partner brings strengths in de- 
sign and technology, and the Tai- 
wan ally may offer engineering serv- 
ices, manufacturing efficiency, and 
entree to the Asian market. 

A team of six “matchmakers” is 
constantly travelling abroad to intro- 
duce the benefits of working with 
Taiwan to foreign companies. An 
example of the 15 successful unions 
consummated in the past year is a 
contract recently signed between 
Adept Technology, one of the leading American makers of 
small-sized robots, and Taiwan's Scien-Tech Automation Corp. 
Scien-Tech will handle the sales and marketing of Adept 
products in Taiwan and elsewhere in Asia. Cooperation may 
later be expanded to include manufacturing in Taiwan and the 


supply of parts and components from Taiwan to Adept’s US 











The national ‘symbol of excellence. ' 


plant. 

An associated programme known 
as “Mini-Europe” has induced such 
famous brand-name companies as 
Pierre Cardin, Benetton and 
Christian Dior to increase the vol- 
ume of their sub-contract manufac- 
turing in Taiwan. Their business is 
being viewed as a testimonial to 
Taiwan factories’ level of quality. 

At the same time Taiwan is also 
determined to develop more of its 
own brands to enable export 
products to command higher prices 
in world markets. A critical obstacle 
for many smaller companies has 
been coming up with sufficient 
financing to support the advertising 
and promotion campaigns needed 
to introduce and sustain a brand. 
The government has therefore 
provided CETRA's Image Enhance- 
ment Program with a US$100 
million fund to quarantee bank loans 
made for this purpose. In the past 
year 18 companies have received a 
total of US$40 million in such loans. 

Progress in brand promotion has been gradual but significant. 
"Four or five years ago, hardly any Taiwan brands were known 
abroad," said Liu. "Now we have Acer and Mitac computers, Pro- 
Kennex sporting goods, Giant bicycles, and Travel Fox footwear 
— and many others are getting ready to join them." + 
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WW class quality. Innovation. Leading edge 
value. All of these and more add up to the new 
Symbol of Excellence denoting products that are not just 
made in Taiwan, but very well made in Taiwan. It's the best 
reason yet to think about today's Taiwan as a trading partner 
you can trust to provide innovative products on the leading 
edge of value. 

Meanwhile, low tariffs, open markets, financial 
liberalizations and unprecedented consumer buying power 
all mean fantastic opportunities for your products in the fast- 
growing market of the Republic of China on Taiwan. So, 
whether you're selling or buying, contact us today, and we'll 


introduce you to the trade opportunities of today's Taiwan. 


Board of Foreign Trade 
Ministry of Economic Affairs 


| Hu Kou Street Taipei, Taiwan, R.O.C. 
Tel: (02) 351-0271 Fax: (02) 351-3603 








PROJECTS 


Big-budget spending 
on infrastructure 


DE more than a decade of planning and construction, the 
US$18 billion Taipei Rapid Transit System is now almost 
finished. The first line in the 88-kilometre system is due to open 
in August 1993, connecting the Taipei Zoo in suburban Mucha 
with the Sungshan Domestic Airport by means of a light rail, 
elevated system. Following in October 1994 will be the Red Line 
from the outlying town of Tamsui to the Taipei Railway Station, 
the first of four heavy rail lines being built. 

The Taipei mass transit project is one of the biggest undertak- 
ings within Taiwan's US$303 billion Six-Year National Develop- 
ment Plan. Upon completion, the project will symbolise the na- 
tion's determination to boost the quality of life and prepare the 
way for a new stage of vigorous economic development. 

“The Six-Year Plan will make it possible for us to continue to 
increase productivity at a healthy rate,” said Shirley Kuo, chair- 
man of the Council for Economic Planning and Development. “It 
will strengthen our infrastructure by giving us very quick transpor- 
tation, sufficient electricity supply, and other essential elements to 
support our economic growth.” 

Besides the Taipei Rapid Transit System, other important trans- 
portation projects include: 
> A second north-south highway, to alleviate the congestion on 
the existing freeway built in the 1970s. 
> A high-speed railway along the island's western coast is under 
advanced planning and expected to cost more than US$11 bil- 
lion. When it becomes operational, travel time between Taipei in 
the north and Kaohsiung in the south can be cut from the current 
five hours to under two. 

P Additional mass transit systems for the major cities, starting 
with Kaohsiung and eventually including Taichung, Tainan and 
others. 

For energy supply, the state-owned Taiwan Power Co. is 

pushing ahead with its programme to construct two additional 
nuclear power plants, each with 1,000-MW capacity, on,the same 
site on the northeastern coast. Tenders for major equipment for 
the US$7 billion project will be held next year, and the utility 
hopes to put the plants onstream by the end of the decade. 
- Tel unications facilities are being improved through the 
investment of more than US$7 billion in a series of modernisation 
projects. The aim is to make Taiwan's telephone system among 
the most advanced in the region. 

Much of the spending in the Six-Year Plan is designed to meet 
the people's expectations for better living conditions. The govern- 
ment is expanding medical facilities in preparation for the intro- 
duction of a universal national health insurance program in 1994, 
and it is building 300,000 units of "affordable housing" to offset 
the steep cost of real estate. 

One of the main priorities of the plan is repair Taiwan's de- 
spoiled environment and to assure its future protection. The budget 
includes approximately US$14 billion for government spending 
on air pollution control, river clean-up, sewage system construc- 
tion and facilities for treating both industrial and municipal solid 
waste. 

By the end of the decade. Taiwan's communities will be served 
by a network of at least 21 waste incineration plants and 74 
sanitary landfills, eliminating the need for unsightly and unhealthy 
garbage dumps. 

Another goal is to relieve congestion in the major urban cen- 
tres — Taiwan is one of the world's most densely populated areas 
— by promoting more balanced regional development. One of 
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Set Apart, Not Set Away 
Set apart by service that is personal attentive, and always courteous. 
Set apot by oan ambience of old-world refinement, 
tempered by the easy elegance of Southern California. 
Set apart by its location in the heot of Taipei's International 
financial district. The Sherwood . Taipei's premier business address 


THE SHERWOOD 
TAIPE! 
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IR TRUD (UN Utell International 


ILI Min Sheng E Road. Section 3. Taipei. Taiwan 
Telephone 886 102) 718-1188 Facsimile 886 (02) 713-0707 
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Chihshan station on the ‘Red Line. ' 


the means will be to raise the standard of public facilities in the 
smaller towns to a level close to that of the cities. 

Despite the enormous investment needed to carry out the Six- 
Year Plan, Taiwan's planners are confident that financing will not 
be a burden. Besides its nearly US$90 billion in foreign-exchange 
reserves, Taiwan enjoys the cushion of accumulated surpluses in 
the national budget and the prospect of huge income from the 
sale of shares in state-owned enterprises under the government's 
privatisation programme. Only a relatively small portion of the 
costs will need to be met through loans or bond issues. € 





FINANCE 


Foreign investors join 
the investment queue 


S teady liberalisation, which is opening the way for wider 
participation by both international and domestic players, con- 
tinues to represent the main trend in Taiwan's financial 
markets. 

In the capital market, the most dramatic recent development 
has been the government's decision to expand the number of 
firms (known as securities investment trust companies) authorised 
to operate unit trusts. 

Only four such companies have existed since the first licenses 
were granted in 1982, but now another 11 groups have been 
given permission to enter the business with closed-end funds if 
they can raise at least NT$4 billion (US$160 million) each in the 
first half of next year. 

"By bringing in more institutional investors, we hope we can 
reduce the volatility of the Taiwan stockmarket,” said Lee L. C. 
Chang, a department director at the Securities & Exchange Com- 
mission (SEC). "Right now individuals account for the great ma- 
jority of stockmarket investments, which is not a very desirable 
situation." 

Another objective of the liberalisation, he said, is to create 
more competition so that investors may benefit from improved 
service and possibly lower fees. 

The opportunity to participate in the unit trust management 
attracted some of Taiwan's most prominent conglomerates, in- 
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cluding China Trust, Evergreen, Fubon, President and Shinkong. 
Executives of the Formosan Rubber Corp. viewed the market 
opening as a chance to diversify beyond the company's traditional 
base in manufacturing. 

"The service sector, and particularly financial services, is where 
the highest growth is going to be in Taiwan in the near future," 
said Formosan's chairman, Peter Hsu. 

Foreign institutional investors were also eager to be involved. 

Among the partners in the 11 approved applications are 28 
"international firms, including Bankers Trust, Banque Paribas, Jar- 
dine Fleming, Kemper Financial Services, Mitsubishi Bank, Nomura 
Securities, Scudder Stevens & Clark, a unit of S. G. Warburg 
Securities, Shearson Lehman, Standard Chartered Bank, T. Rowe 
Price and Westdeutsche Landesbank. 

Since 1990, international institutions have also been allowed 
to invest directly in Taiwan stocks after approval by the SEC and 
the Central Bank. More than 30 cases, representing a total ap- 
proved value of US$1 billion, have been registered. The most 
recent applicants, since August, have been Union Bank of Swit- 
zerland, Nomura Capital Management (HK) and Nippon Life In- 
surance. 

"There is a lot of interest by foreign institutional investors in 
the Taiwan securities market," said Chris Russell, the S. G. Warburg 
representative in Taipei. "After all this is a large market, vying 
with Hongkong for the status of biggest market in Asia outside of 
Japan. Yet the amount of foreign investment so far is a mere flea 
bite, less than 196 of total market capitalisation, so there is plenty 
of room to grow." 

banking the big change has been the start of 
operations this year by 15 new, privately run domestic banks, 
transforming a market dominated for decades by government- 
owned institutions. 

















We Bring Birds Of A Feather Together" 
Wherever We Fly. 


China Airlines brings you together with 
fellow passengers from the most 
fascinating places around the world. 
We think rnaking these personal connec- 
tions evokes a feeling of natural affini- 
ty, one that's based on an ancient 
Chinese belief called ''Yuan-Fen'* 













In addition, the Ministry of Finance has approved one 
more banking application for a 1993 startup and it 
permitted the China Trust Co. to convert itself into a commercial 
bank. 

For the medium to long term, the added competition in the — 
banking sector should strengthen customer service, help to hold - 
down interest rates and generally improve the banking sectors . 
effectiveness in capital accumulation. ib 

In the short-run, however, the competition has made for nar- — 
row profit margins and shortages of experienced personnel that 5) 
are pinching both the older banks and the newcomers. Y 

Following the “big bang" in banking, the next financial sector 
slated to undergo deregulation is insurance. A recently revised 
insurance law is ending a 29-year moratorium on new licenses for 
domestic companies, and the Ministry of Finance is preparing to _ 
approve applications before the end of the year. ' 

The primary investors are expected to be many of the same 
large business groups that are the principals in the new banks and. 
in the securities businesses opened in recent years. Up to 4996 of — 
the shares in the new insurance companies can be held by foreign 
insurers. 
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Currently eight domestic life insurance companies and 14 : 
property and casualty (or non-life) companies are in operà- - 
tion. At the request of the US Government, which was concerned 
about its widening balance-of-payments deficit with Taiwan, Tai- 
pei agreed in 1985 to permit American insurance companies to x 
set up branches. To date, 21 of these branches have been estab- | 
lished 
y 
; 


Market experts view the Taiwan insurance industry as offering 
high growth potential. Currently the ratio of life insurance policies 
to population is only 36%, compared to 16096 in the US and 2 
300% in Japan. + ty 





It's this belief that's inspired our per- 
sonalized service and efficient flight 
schedules ever since we started flying. 
When you fly with China Airlines, you'll 
discover it's a small world after all! 


We treasure each encounter. 
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TOURISM 


New push for the 
conventions business 


C onventions and resorts are two of the latest buzzwords within 
the Taiwan tourism industry. Promotion of the island as a 
location for international conventions is expected to be enhanced 
in November, when Taiwan plays host to the six-day annual general 
assembly of the International Congress and Convention Associa- 
tion. Some 500 delegates from around the world will be attending. 

"This will be our chance to show off Taiwan's advantages to 
many of the key people in the convention business worldwide," 
said Tuo Chung-hwa, deputy planning director for the govern- 
ment's Tourism Bureau. Those strengths include excellent "hard- 
ware" in the form of international-class hotels and meeting facili- 
ties, as well as such "software" as highly efficient manpower able 
to meet the tight schedules and need for flexibility associated with 
such large events. 

Another advantage is Taiwan's central 
geographic location within Asia, making it 
a convenient hub for those coming to 
meetings from elsewhere in the region. 

The government recently showed its 
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Foreign 
visitor arrivals 








the Tourism Bureau's request to establish a new convention de- 
partment, and they have transferred operational control over the 
two-year-old Taipei International Convention Centre to the China 
External Trade Development Council (CETRA) for better coordi- 
nation with the CETRA-run exhibition hall next door. 

The other new trend, the building of resort hotels in scenic 
seashore or mountain locales, has been stimulated largely by 
prospects for domestic business. "With the rise in living standards 
here, people are looking for more leisure opportunities — and the 
existing holiday facilities have mostly been sub-standard," explains 
Tony Azarias, general manager of the Hotel Royal Chihpen. 

Due to open in November in a hot springs area near Taitung 
in southeastern Taiwan, the hotel is an investment of the Hotel 
Royal Taipei. Besides local tourists, it hopes to draw visitors from 
Japan who enjoy hot springs spas. 

Another reason for the boom in resort projects is the high cost 
of land and scarcity of good sites in the cities, especially in Taipei. 
Of the 22 international hotel projects currently under construction 
or planning, half are resorts. Even the 11 new city hotels will be 
mainly in such "down-island" urban centers as Taichung, Tainan, 
and Kaohsiung. 

The sole new hotel project in Taipei is 
the 439-room Shangri-La, an investment 
of the prominent Far Eastern Textile Group, 
scheduled for opening a year from now. 
The Shangri-La. located in the emerging 
business district of Tunhua South Road, is 
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support for promotion of the convention 1990 1,934,084 2,942,316 expected to take its place among Taipei's 
business by altering normal visa procedures 1991 ^ 1,854,506 — leading business hotels. 

on a trial basis. For registered delegates, 1992* 1,900,000 4,000,000 That group now includes three luxury 
visas will now be available upon airport "Projeciód hotels opened within the past few years: 


arrival. The authorities are also considering 
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the 350-room Sherwood with European- 
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LOCATION 
Conveniently situated in the 


heart of Taipei's commercial, 


government and shopping 
districts. 
ACCOMMODATION 

All of our 705 spacious guest 
rooms including 72 suites 
feature international direct 
dialing, colour television, 
satellite, mini-bar, and 
individually controlled air 
conditioning. Deluxe rooms 
and rooms above Deluxe 
class have an in-room safe. 
We also have an Imperial 
Court, Ladies Floor, and 
Non-smoking Floors. 


DINING AND 
ENTERTAINMENT 

10 restaurants, 5 of which 
are Chinese while 2 are 
Japanese, and 3 Western. 
Also we have an Executive 
Club, Lobby Bar and Elysee 
Nightclub. 


FACILITIES 

Business Centre, Full Health 
Club, facilities include 
Rooftop Swimming Pool, 
Jogging Track and Squash 
Courts, Banquet Halls, 2 
extensive Shopping Arcades, 
Airline Counter and a 

Tour Desk. 

"TARIFF 

Deluxe NT$5,500 
Lai Lai Deluxe NT$6,000 


Executive NT$7,500 
Suites NT$8,500 
upwards 
* All above prices are subject to 
10% service charge 





THE DOOR TO THE FUTURE 





Hsin-Chu Science Park 


Hsin-Chu Science Park is committed to the development of hitech industries. Since 1980 we 
have devoted ourselves to creating the ideal combination of industry and environment. If you are 
considering locating your production and R&D facilities in the Pacific Rim, then you should 
consider Hsin-Chu Science Park. 

We are strategically located near three technical institutions to ensure an available labor supply 
of the highest standard. There are 24,000 professionals, technicians and skilled laborers living and 
working here. 

Our environment, high standards, and trained work force have already attracted over 138 
companies. Come discover for yourself what internationally famous companies like Acer. Ericsson 
and Philips already know. 

Hsin-Chu Science Park-We have it all. 


THE SCIENCE PARK, WHERE IDEAS BLOSSOM. 
2. Hsin Ann Road. Hsinchu, Taiwan, R.O.C. 
Investment Services Division 





Please send me more information on the business 
advantages of Hsinchu Science Park 
TEL: 886-35-773311 FAX: 886-35-776222 
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Under the gaze of revolutionary leader Ho Chi Minh. 
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While young women in Ho Chi Minh City blaze a new kind of trail 


Vietnam's dichotomy 


North dominates politics, but South drives economy 


By Murray Hiebert in Ho Chi Minh City 
and Hanoi 


A 


| Northern Vietnamese writer 

wn T Nguyen Manh Tuan could 

not wait to go to the South 

after communist tanks crash- 

S | ed into the gates of the presi- 

dential palace in Saigon in 

April 1975, toppling the US- 

backed southern government and ending 

over a century of almost uninterrupted di- 
vision of Vietnam. 

In 1963, as the war was escalating, zeal- 
ous communist rulers had sent Tuan, the 
son of a former capitalist book publisher in 
Hanoi, to the countryside as a “youth vol- 
unteer,” building roads and cutting trees. 
When he was finally freed 12 years later, 
Tuan was bitter and wanted to get as far 
from the North as possible. 

" At that time, I didn't think about 
whether the South was better than the 
North," the 47-year-old best-selling novel- 
ist recalls. “I just wanted to find a new life.” 

What he found fit many of the popular 


46 


conceptions about the differences between 
North and South Vietnam. "In the initial 
days after liberation, the South enjoved a 
more liberal atmosphere," he says. “Many 
novels not allowed in the North could be 
published here.” This is because provincial 
departments of ideology and culture have 

considerable leeway in deciding what 
books local publishing houses are allowed 
to print. 

But Tuan, whose popular novels often 
criticise the abuses of the ruling commu- 
nist party, is quick to point out that these 
differences have not remained static. “In 
the past tour or five years, the North has 
become more liberal than the South,” he 
argues. “Some of my recent novels which 
had been banned in the South have been 
published in the North.” 

Tuan's early experiences in Ho Chi 
Minh City, formerly known as Saigon, fit 
the stereotypes of most Vietnamese and 
foreigners about the differences between 
North and South Vietnam. Because of the 
history of foreign involvement in the South 
and the easier livi ing conditions there, im- 
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portant — albeit often exaggerated — so- 
cial, psychological, political and economic 
differences have emerged between the two 
halves of the country. 

Many observers see significant person- 
ality differences, vie wing southerners as 
more open-minded and adventurous. 
"Northerners are upright, traditional and 
conservative," argues an overseas Vietnam- 
ese businessman working in Ho Chi Minh 
City. "Southerners are easygoing and loud- 
mouthed. Northerners are like the British, 
while southerners are like Australians." 

Southerners are often more direct in 
their speech. "When I go to a conference, 
northerners talk about problems in a 
roundabout way and avoid controversial 
points," says Tran Bach Dang, a southern 
intellectual who headed the communist 
party in Saigon during the war. "In the 
South, we like to be outspoken and direct, 
regardless of whether we're right or 
wrong." 

Northerners also are more thrifty and 
never tire of telling tales about a mytho- 
logical prince from the far South who lit 


1992 


15 OCTOBER 





his cigarettes with paper money. Many 
northern parents urge their children not to 
marry southerners because they have a 
reputation for wasting money. 

Much of this attitude towards money is 
determined by environmental differences. 
The North is regularly ravaged by ty- 
phoons and has a wet, bitterly cold winter, 
while the South is blessed with a more 
moderate tropical climate. In addition, the 
North is much more densely populated, 
causing serious land shortages and forcing 
northerners to work much harder. 

Population pressures had forced Viet- 
namese peasants a millennium ago to be- 
gin leaving the Red River delta — the 
4,000-year home of their ancestors — and 
move South. By the 15th century, they had 
pushed South to what is now central Viet- 
nam and had conquered the Cham empire. 
Two centuries later they had arrived in the 
Mekong delta and began pushing out the 
Khmer, or Cambodians. 

Many of those who moved South were 
poor people without land, renegades, po- 
litical exiles or criminals, much like the first 
Europeans who migrated to Australia. "As 
they moved South, they left behind much 
of their heritage," says archaeologist-histo- 
rian Tran Quoc Vuong. "The influence of 
Confucianism and China weakened," he 
says, referring to the nearly 1,000-vear Chi- 
nese occupation of Vietnam. 

Vuong and others argue that the south- 
ern migrants assimilated numerous lan- 
guage and cultural traits from the Cham 
and the Khmer, who in turn had been in- 
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fluenced by Indian culture, including 
Brahmanism. The Cham and the Khmer 
also affected the world-view of the ar- 
riving Vietnamese. 

“Hanoi had no seaport; it was the 
capital of the peasantry,” Vuong says. 
“The Cham and the Khmer were open 
to the sea, so the new arrivals became 
more open-minded.” He adds: “The 
march South brought people much 
closer to Southeast Asia. In the North, 
people always have one eye looking 
back” at their northern neighbour: 
China. 

These regional differences were 
accentuated in the last half of the 19th 
century with the arrival of the French 
colonial rulers, who divided the coun- 
try into North, South and central Viet- 
nam. The South was colonised outright, 
while the other two parts were ruled as 
protectorates. 

The French introduced Napoleonic 
law in the South, while the legal system 
in the other two regions was a hy brid, 
continuing to use many laws drawn up 
by the Vietnamese emperors. Ironically, 
because there was more freedom to 
speak and publish in Saigon, many 
northern revolutionaries moved South 
to launch their struggle against France. 

After the defeat of the French in 
1954, Vietnam became the focus of the cold 
war struggle between com- 
munism and capitalism. The 
North lived under an aus- 
tere Stalinist regime, while 
the South was heavily influ- 
enced by the West, espe- 
cially the US. 

Although the formal di- 
vision of Vietnam contin- 
ued, the next two decades of 
war brought about large- 
scale movements of people. 
Millions of northerners went 
South either to flee commu- 
nism or as soldiers to fight 
for national reunification, 
while hundreds of thousands of southern 
revolutionaries regrouped to the North. 

Wide-scale migration, particularly from 
the North to the South, has continued since 
the end of the war. In the late 1970s, tens of 
thousands of northerners headed South 
either to help enforce Hanoi's control or to 
be reunited with their families. Others 
came seeking economic opportunity. 

While the large influx of northerners 
helped to break down regional barriers, it 
also exacerbated long-standing North- 
South animosities. “A good number of 
northerners came South with instincts of 
the victorious and the vanquished," says a 
foreign businessman who has long worked 
in Vietnam. "Some were very arrogant." 

Many southerners were unhappy at the 

"economic transformation" programme 
imposed by Hanoi in 1978, which caused 
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Writer Nguyen Manh Tuan. 


the economy to nosedive. Southerners 
often call people from the North "Bac Ky,” 
a pejorative term dating back to the French 
period, to remind them that they are dif- 
ferent. Of course, many northerners have 
been fully integrated in the South, but even 
they are often referred to as "honorary 
southerners.” 

“National concord has been a problem 
since reunification,” observes a southern 
journalist. “Seventeen years is not enough 
to forget and normalise relations.” 

Few Vietnamese believe these frictions 
will result in renewed regional conflict, but 
some observers think Hanoi could face po- 
litical turmoil in the South in the future. 
“The South’s living standard is higher, so 
their demand for democracy is greater,” 
says an official from the South working in 
the North. “If Hanoi puts too much pres- 
sure on the South, maybe people will re- 
sist.” 

The South, whose infrastructure is 
often described as 30 years ahead of that in 
the North, thanks to American aid during 
the war, is the engine driving Vietnam's 
economic development, producing more 
than half of the country's GDP with less 
than a third of its population. 

The per-capita income of Ho Chi Minh 
City is estimated at US$480, more than 
twice the national average of less than 
US$200. The city provides between 40% to 
60% of the entire national 
budget and helps to subsi- 
dise poorer provinces. 

If the Mekong delta, Ho 
Chi Minh City's hinterland, 
is added to the equation, the 
figures become even more 
startling. This area, which 
accounts for 25% of the 
country's population, pro- 
duces 48% of Vietnam's rice 
and all of its grain exports. 
In addition, all of Vietnam's 
27 million barrels of oil ex- 
ports and 60% of its seafood 
exports last year originated 
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in the South. 

“It is easy for southerners to adapt to a 
free market economy,” says Dang, the 
southern intellectual. “They were born ina 
capitalist atmosphere. It’s more difficult for 
northerners who suffered in agricultural 
cooperatives for 30 years.’ 

Many of the economic reforms intro- 
duced nationwide in recent years were 
tried in the South first. Ho Chi Minh City 
was the first to introduce piece-work sala- 
ries in the late 1970s in an effort to boost 
sluggish production. It also experimented 
first with the one-price system, which ef- 
fectively ended costly subsidies for com- 
modities such as rice. 

Deputy Mayor Pham Van Truc points 
out that Ho Chi Minh City never fully im- 
plemented Hanoi's “socialist transforma- 
tion” scheme and allowed many small pri- 
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Who's smarter? 


North-South debate flares anew 


By Jug Suraiya in New Delhi BF 


re South Indians smarter than 
A North Indians? That indigenous 

North-South debate gained political 
currency when P. V. Narasimha Rao be- 
came the first Indian prime minister from 
south of the Vindhya range, ending the 
Hindi heartland’s monopoly at the helm of 
national affairs. Many members of his cabi- 
net, including Finance Minister Manmohan 
Singh, are northerners. 

But the Madrasi (the Northerner’s blan- 
ket term for all those from peninsular In- 
dia) had earned his reputation for canni- 
ness long before this — thanks largely to 
the preponderance of Tamils in the lower 
echelons of Delhi's bureaucracy and the 
ubiquity of the udipi, southern India’s an- 
swer to the western pizza parlour. 

It was said of the Tamil-speaking 
Palghat migrant from Kerala that when 
you hired a Palghat Iyer you were sure of 
employing a good typist or a good cook — 
or even the two in one. But the Madrasi's 
celebrated capacity for cerebration can ap- 
parently accommodate much more than a 
happy combination of secretarial and culi- 
nary skills: it seems that South Indians pro- 
duce more, and better, scientists than 
North Indians — however unscientific the 
proposition may sound. 

It is well known that two out of the 
three Indians who have won Nobel 
Prizes for science have been from the 
South: Sir Chandrasekhara Venkata 
Raman, founder of the Indian Journal of 
Physics and the Indian Academy of 
Sciences, who won the physics prize in 
1930 for the discovery of the "Raman ef- 
fect" — the change that occurs in the wave- 
length of a light beam when it is deflected 
by molecules, and Dr S. Chandrashekhar, 
who was awarded the prize in 1983 for his 
work on stellar evolution and structure, 
which led to the formulation of the 
“Chandrashekhar Limit," which deter- 
mines the collapse of stars and the forma- 
tion of black holes. 

Almost equally well known is the popu- 
lar lore surrounding the tragically brief life 
and brilliant work of the mathematical 
prodigy Srinivasa Ramanujam, who in 
1918 became the first Indian to be made a 
Fellow of the Royal Society in Britain. 

An article in a recent issue of the Taj 
quarterly, “The S.I. Factor?" by Anvar 
Alikhan, now not only quantifies the con- 
tribution made by South India to a spec- 
trum of sciences ranging from astrophysics 


to agrobiology, from rock- 
etry to robotics, but also 
weaves together a social 
and cultural hypothesis 
suggesting why the South 
should be scientifically 
"smarter" than the North. 

The article says that 47% 
of the Fellows of the Indian 
Academy of Science as well 
as 10 of the 15 Indians who 
are Fellows of the Royal So- 
ciety are from South India, 
which accounts for only 
24% of the national popula- 
tion. 

Alikhan enlisted the aid 
of an international compu- 
ter network to compile a 
list of pre-eminent "Swa- 
mis of science," living and 
dead, which reads like a who's who of re- 
search and technology. After interviewing 
a wide range of scientists and technocrats, 
Alikhan traced the geographical and cul- 
tural contours that might have helped in 
shaping the South's scientific bent of mind. 

Predominant among these is peninsular 
India's historical dual advantage of having 
been open to external influences (thanks to 
a tradition of maritime trade) while being 
sequestered from the waves of invasion 
and upheaval that have swept North India 
through the ages. According to Alikhan, 
the relative political, religious and social 
stability this gave the South afforded it "the 
luxury to sit and ponder" on the abstract 
and the timeless, detached from the mate- 
rial exigencies of the moment. Over time 
this led to the germination of a metaphys- 
ics based on rigorous logi- 
cal analysis. 

Alikhan observes that 
while Western logic admits 
of only two categories of 
value, true and false, classi- 
cal advaita — the greatest 
exponent of which was 
Sankaracharya, the great 
religious philosopher from 
the South — admits of no 
fewer than seven. 

While North India has 
traditionally equated social 
status with feudatory rights 
and martial prowess, the 
Tamil Brahmins have 
largely been a non-proper- 
tied class whose main in- 
vestment has been in the 
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education of their children. (Incidentally, 
Ernakulam in the neighbouring state of 
Kerala recently earned the distinction of 
being the first of the country’s 412 districts 
to achieve a 100% literacy rate). 

The intellectual, rather than the soldier- 
king, has long been the Tamil Brahmin's 
role model, and Alikhan traces the en- 
during popularity of okra 
among South Indian stu- 
dents to an incident in S. 
Chandrashekhar's child- 
hood when the scientist- 
to-be was asked by an 
"awed teacher" what his 
favourite vegetable was. 
Alikhan recounts: "When 
Chandra replied that it was 
vendakai, the teacher seri- 
ously urged all the other 
students, too, to eat okra 
every day, saying ‘Look at 
Chandra!" 

Alikhan draws a paral- 
lel between the harmonious 
structure of logic and the 
rhythms of Carnatic music, 
the purest form of Indian 
classical music. 

Pointing out the math- 
ematical precision of Carnatic music, which 
is based on a 22-note framework as com- 
pared with the 12-note octaves of Western 
classical music, Alikhan notes that Than- 
javur district produced not only four of the 
greatest scientific geniuses of the country 
— C. V. Raman, Chandrashekhar, Rama- 
nujam and K. S. Krishan, Raman's co- 
researcher — but also gave birth to the 
"great trinity” of Carnatic music: 
Thyagaraja, Shyama Shastri and Muthu- 
swami Dikshitar. 

Carnatic music continues to enjoy a vast 
following in the South, and Alikhan sug- 
gests that its rhythms "may have been re- 
sponsible for instilling a set of highly pre- 
cise, highly mathematical cadences into the 
South Indian mind." 

Indeed, Dr Raja Ramana, the "father of 
the Pokharan explosion," 
has confessed to a passion- 
ate love for music, but 
mainly the music of Liszt, 
the title of whose last major 
work the Indian scientist 
borrowed for his recently 
published memoirs, "Years 
of Pilgrimage." Such minor 
inconveniences of fact, 
however, are liable to be 
brushed aside by those 
who take their vendakai 
with a pinch of salt — in- 
cluding Alikhan himself 
who, coming from Hydera- 
bad, could lay claim to 
being a member of the 
"smarter" set, Liszt or no 
Liszt. a 


diV/NYHONS3IAYH 


VION NY d 


15 OCTOBER 1992 


Swissair Customer Portrait 153: Munetsugu raahaa = senior vice president, with family, photographed in St. Moritz by P. Hebeisen. 
à a? 
SIRES. pen : 
TM E s ets m. 
s i | 









ARTS & SOCIETY 





BOOKS 


Loving and dying in New Delhi 





Rajiv by Sonia Gandhi. V iking, New Delhi. 
Rs 1,500. 


This book should really have been 
called Sonia. It reveals much more of the 
myth that is Sonia than it does of the real- 
ity that was her husband. The smoke of the 
bomb blast that killed Rajiv in May 1991 
had barely cleared when even those who 
are not New Delhi-watchers began to play 
a guessing game regarding his young 
widow: Would Sonia don the mantle that 
had claimed the lives of her mother-in-law 
and her husband, or would she bring the 
curtain down on the dynastic drama of tri- 
umph and tragedy and seek the obscure 
comforts of private life in the sanctuary of 
anonymity? 

The question gained newsworthiness 
thanks largely'to the periodic denials, often 
unsolicited, from the so-called “10 Janpath 
Road camp" that Sonia (who lives there) 
had any immediate interest other than the 
welfare of her children, Rahul and Pri- 
yanka. However, New Delhi's corridors of 
power are rife with rumours that a number 
of official appointments and dismissals are 
still cleared by 10 Janpath, suggesting that 
the resident lobby doth protest too much. 

The Western media has found in Sonia 
a made-to-order myth borrowed from an 
M. M. Kaye romance: a European found- 
ling wooed and won by the exotic charms 
of darkest Orient, labyrinthine with court 
intrigue and replete with colourful if some- 
times barbarous customs, whose hazards 
the protagonist overcomes to emerge as the 
great white hope of a grateful native popu- 
lace, thus setting the stage for a replay of 
colonial fantasy disguised as history. 

The book begins on a once-upon-a-time 
note, the breathless ingenuousness of the 
narrative helped rather than hindered by a 
liberal sprinkling of split infinitives. An 
Italian undergrad, Sonia Maino, is intro- 
duced to Rajiv ("I could feel my heart 
pounding . . . it was love at first sight") in a 
Cambridge cafe. Her fellow-student with 
the "big, black eyes and a wonderfully in- 
nocent and disarming smile" turns out to 
be an Indian prince, sort of. 

"| had a vague idea that India existed 
somewhere in the world with its snakes, 
elephants and jungles . . . Rajiv's family 
was known . . . to the world for the politi- 
cal role it had played in India's freedom 
struggle . . . his grandfather, Nehru, had 
died the year before and . . . his mother 
was*a minister in the government." With 
understandable trepidation, Sonia meets 
Rajiv's mother in London and finds her “a 
perfectly normal human being, warm and 
welcoming" who speaks to Sonia in French 








and darns the torn hem of her dress. Two 
years later Rajiv and Sonia are married in 
New Delhi, and living with his family. 
Sonia learns to speak Hindi and to "find 
my own way of fitting into Rajiv's world," 
as behoves a good Indian baltu (daughter- 
in-law). 

The idyll is shattered when Sanjay, 
Rajiv’s younger, politically hyperactive 
brother, dies in a plane crash. Despite 
Sonia’s entreaties (“I fought like a tigress 
— for him, for us, for our children”) Rajiv 
gives up his career as an airline pilot to 
enter, at his mother’s unspoken behest, the 
murky, dangerous world of politics. Then 
his mother is assassinated and “it sank in 
that they had asked him to become the 
party leader. He was going to be sworn in 
as Prime Minister . . . I pleaded with him 

. He would be killed as well. He had no 
choice, he said; he would be killed any- 
way.” 

It doesn't seem to occur to the narrator 
that such fatalistic noblesse oblige is not an 
essential ingredient of the Indian political 
system which, strangely enough, does not 
need the regular blood sacrifice of a Nehru- 
Gandhi family member to survive. Rajiv 
Gandhi was killed, but by Tamil militants 
whose cause had nothing in common with 
those who had slain his mother. 

The next two sections of the book are 
in the form of photographs with extended 
captions. “The Life That Rajiv Chose” es- 
tablishes the provenance of the Nehru- 
Gandhis (Gandhi as in Feroze Gandhi, 
who married Indira Nehru; not as in 
Mohandas Karamchand Gandhi) as the 
first family of the land. The second, “The 
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Life That Chose Rajiv,” expatiates on how 
“the system” tried to thwart Rajiv, going 
to the extent — villainy of villainies — of 
forming a political alliance to unseat him 
from power. For a book which is “neither 
intended to be a political biography nor 
an analysis of issues,” the narrative dwells 
at surprising length on Rajiv’s contribu- 
tions to panchayati democracy, non-align- 
ment, world peace and the preservation of 
the global environment. To make up for 
this, however, it dispenses with the Bofors 
issue and other such trivia of political 
economy. 

The best part of the book is the epilogue 
comprising photographs shot by Rajiv. The 
pictures of street scenes, old houses, wild- 
life, family and friends reveal with far 
greater facility the warmth, wit and sensi- 
tivity that the text seeks to imbue its sub- 
ject with. As a prime minister, Rajiv would 
have made a good photographer. But had 
he remained just a photographer this book 
would not have been published: a hybrid 
of coffee-table chic, Congress party pam- 
phlet and The Far Pavilions revisited, the 
whole conveying a sense of exotic locale 
brought home to the foreign reader by the 
sympathetic intuition that it remains equal- 
ly remote for the narrator. ™ Jug Suraiya 


Mr Suraiya is a senior editor at The Times of 
India. 





On the steppes 


Alone Through the Forbidden Land: 
Journeys in Disguise Through Soviet 
Central Asia by Gustav Krist. lan Faulkner, 
Cambridge. £9.95. 


In 1925 there was only one Western wit- 
ness to the catastrophe in which Bolshevik 
troops battled with Central Asian nomads 
and eventually put an end to their nomadic 
way of life. More than 1 million Kazakhs, 
Uzbeks, Turcomans, Tajiks and Kirghiz 
died before their land and their great herds 
and flocks on the steppes and in the moun- 
tains were collectivised. 

The man who witnessed this holocaust 
was Gustav Krist, an Austrian carpet 
dealer. The travelogue he wrote about his 
16-month journey has been reprinted at a 
timely moment; after 70 years in the politi- 
cal twilight, the five Central Asian Repub- 
lics have emerged as a new and unex- 
pected focus of attention for businessmen 
and scholars. 

A soldier in World War I, Krist was cap- 
tured and held prisoner in Central Asia for 
nearly five years before escaping back to 
Vienna. Bitten by the bug of the Orient, he 
returned to Persia and entered the carpet 
business. On a buying trip, he met some 
old Turcoman nomads on the shores of the 
Caspian and accompanied them back into 
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Central Asia. Defying the ban on travel in 
the region announced by the Soviet gov- 
ernment, which wanted to cut off Central 
Asia from the rest of the world, Krist pre- 
tended to be a geologist sent by Moscow 
and travelled to his former prison grounds 
in Bukhara and Samarkand and further 
afield to the Pamirs, where he spent a win- 
ter with Kirghiz nomads. 

The Kirghiz with their vast flocks of 
yaks, horses, camels and sheep were 
slowly being squeezed by the Red Army. 
Krist followed the nomads' last trek as the 
entire horde with their animals moved 
deeper into the mountains and fled into 
China. "I little suspected at the time that 1 
had been the witness of the last march of 
the free Kirghiz," he wrote. 

He also travelled with 
one of the last Turcoman 
camel caravans that traded 
along the Silk Road. At the 
time, tens of thousands of 
Turcomans — probably the 
best horsemen in the world 
— were pouring into the 
desert to avoid the Red 
Army. In Bukhara, he wit- 
nessed the death throes of 
the second greatest Islamic 
city after Mecca, where 
21,000 students studied to 
become mullas at madrassas 
(Islamic colleges), and 
where there were 100 
mosques; but by 1930 there was only one 
working mosque and one active madrassa 
in Bukhara. 

The book offers a heart-wrenching eye- 
witness account of the end of the great no- 
madic traditions of the steppes. Today, as 
the five Central Asian Republics attempt to 
deal with their newfound independence, 
enormous economic hardships, ethnic un- 
rest and the problems of an Islamic revival, 
Krist's account of the past can help us un- 
derstand the uncertain future of this trou- 
bled region. m Ahmed Rashid 


Mr Rashid is the REVIEW's correspondent in 
Islamabad. 





Island search 


The Scent of the Gods by Fiona Cheong. i 
Norton, New York. LIS$19.95. 








At first glance, Fiona Cheong's The Scent 
of the Gods is a lively account of a young 
girl coming of age in Singapore. Upon 
closer reading, however, Cheong's first 
novel turns out to be a carefully written 
exploration of the question of identity — 
both personal and national. 

The protagonist Su Yen grows up in 
Singapore during the 1960s, when the is- 
land republic is asserting its new-found 
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"statehood" while trying to balance its 
ambitions against neighbour Malaysia and 
cultural patron China. 

Family relations in the novel often par- 
allel Singaporean society, reflecting those 
aligned with or opposed to China — be it 
the communist government or the cultural 
and social hegemony. 

Su Yen's home is full of aunts and 


uncles acting under the authority of the | 


matriarchal grandmother. Family debates 
centre on the question of personal identity 
and its connection with national construc- 
tion. Embodying the spirit of the Singa- 
porean nationalist is Su Yen's cousin, Li 
Shin, fiercely proud of the republic and 
prime minister Lee Kuan Yew. His ambi- 
tion is frustrated by 
Grandma, who personifies 
the Chinese immigrant 
loyal to the mainland. 
Grandma's ties to 
China find form in the 
tales she weaves to her 
grandchildren. Says Su 
Yen, "Someday all that I 
had kept of hers, all that 


would be taken out, un- 
ravelled, and given away, 
and it would become use- 
ful.” Only that which has 
been transmitted from 


can guarantee the family's 
lineage, or the state's immortality. 

Li Shin's patriotism is also challenged 
by à grasscutter who befriends Grandma. 
In a conversation with him, Li Shin 
expounds his belief that Singapore needs 
soldiers to ensure its sovereignty and its 
growth. The grasscutter asks him if he be- 
lieves that Singaporeans are Li Shin's “peo- 
ple," and his response is a solemn, "My 
country, my people." To which the older 
man replies, “You are Chinese.” 


generation to generation | 


Su Yen's questioning of authority | 
reflects an underlying concern about rule | 


in the republic. This is highlighted in an 
account of a fellow student who is caught 


circulating a pornographic magazine. Her | 


punishment is swift, brutal and humiliat- 
ing, rather than edifying, and the serious- 


| 


ness with which the students follow the | 


event indicates a fear of official retribution. 
More disheartening, however, is the resig- 
nation with which Su Yen and others ac- 
cept their fate: "We both knew the truth 


now. The gods did what they did. It was - 


not our place to stop them." 

Cheong draws on the physical qualities 
of Singapore to evoke nuances in the 
changing political climate — the coolness 
and the dark smell of wood floorboards, 
the stillness of damp air before a thunder- 
storm. m Adrienne Mong 


Ms Mong is à writer-producer at Metro News 
radio in Hongkong. 
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ECONOMIES 


Cambodia takes a bath 


= Moves by the UN to prop up the Cambodian economy risk alienating the 
.. Khmer Rouge, a key component in the peace settlement. But if the world 
- does nothing to help Cambodia, the economy will collapse. 
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n By Nate Thayer in Phnom Penh and 
| Susumu Awanohara in Washington 


hen the murderous Khmer 
Rouge began their reign of 
terror in Cambodia in 1975, 
A one of their first acts was to 
p abolish money. Now, the chances of them 
-regaining power in the country have been 
strengthened by the fact that there is too 
much money in Cambodia. 

^ Theamount of riel banknotes in circula- 
tion has ballooned as the Phnom Penh gov- 
_ ernment has released newly printed money 
to pay its civil servants and soldiers. The 
result: rapidly rising inflation and growing 
social unrest, which threaten to play into 
-the hands of the Khmer Rouge. 

.. In a desperate attempt to reduce infla- 
tion, the United Nations Transitional Au- 
thority in Cambodia (Untac) — which is 
-overseeing the running of the country until 
¿“elections are held next May — has taken 
.. control of the National Bank of Cambodia, 



















the central bank. The REVIEW has learned 
that one of the first acts of the UN body, 
headed by Yasushi Akashi, was to stop the 
circulation of freshly printed notes flown 
in from Moscow. 

Meanwhile, a confidential aide-mem- 
oire of the World Bank dated 24 Septem- 
ber and written by members of a recent 
bank mission to Cambodia has made an 
urgent plea for international aid for the 
stricken economy. It savs that without 
"rapid intervention" by international agen- 
cies "economic stabilisation, not to men- 
tion meaningful rehabilitation, may be be- 
yond the reach of the country." 

"Something has to be done," says 
Someth Suos, an Asian Development Bank 
economist in Phnom Penh. “We are look- 
ing at hyperinflation certainly before the 
elections . . . In fact, as soon as the parties 
start spending on the election campaign." 

The Untac involvement in stabilising 
the economy may make it easier to control 
the money supply, but the move endan- 
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gers Cambodia's process of political recon- 
ciliation in another way. 

The Khmer Rouge is totally opposed to 
any move by Untac that appears to shore 
up the Phnom Penh regime of Hun Sen, 
which was backed for 12 years of guerrilla 
war against the Khmer Rouge by Vietnam. 
“We could not and will not accept any ar- 
rangement of budgetary support for one 
party. Such relations will be beneficial to 
the [National] Bank of Cambodia, which is 
in fact the Phnom Penh party," senior 
Khmer Rouge official Mak Ben said on 23 
September. 

Any move which may help to stabilise 
the economy is likely to lessen popular dis- 
satisfaction with the Hun Sen regime and 
would almost certainly be resisted by the 
Khmer Rouge for that reason. 

Nevertheless, Untac must act quickly if 
it is to prevent the Cambodian economy 
from collapsing. The most urgent problem 
is inflation. Consumer prices in Phnom 
Penh rose by more than 130% in the first 
seven months of this year and the rate is 
expected to be running at more than 200% 
by January, according to the confidential 
World Bank report. Petrol and pork have 
more than doubled in price since July and 
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rice has leapt 50% in the same period. 

The presence of the 19,000-strong Untac 
force of soldiers and officials has added 
another twist to inflation. The UN is spend- 
ing US$300,000 a day to pay for bed and 
board — affecting the economy much as 
caviar would a starving man. 

Cambodia's currency, the riel, has 
weakened from 550 to the US dollar at the 
end of last year to a low of 2,800 in early 
September, though it has recovered slightly 
since then. 

The people suffering most acutely from 
inflation are the 250,000 Cambodian gov- 
ernment soldiers and 150,000 civil servants 
who are on low, fixed salaries. To make 
ends meet, they earn money from private 
activities or engage in corruption. 

Civil servants have been selling type- 
writers, desks, doors — anything they can 
lay their hands on. Public property, such 
as government buildings, has been sold off 
illicitly. Some of the more blatant sales 
were recently curtailed, but senior officials 
from almost all ministries routinely ask for 
backhanders to perform their normal du- 
ties, businessmen say. 

This has led to a dramatic widening in 
the gap between haves and have-nots. 
While people in the cities and the country- 
side go hungry, gaudy beauty shops 
in Phnom Penh offer their custom- 
ers baths filled with imported tinned 
milk. The cost is US$50, the equiva- 
lent of more than six months' in- 
come for the average worker. 

"We can only eat meat once or 
twice a month," says Mao Sotha, 
who worked at a government-own- 
ed foundry before it was shut down 
earlier this year. "It is the same as 
under the Khmer Rouge, but then 
there was not so much difference 
between rich and poor." 

What Untac and international aid 
agencies have to do is to break the 
vicious circle that has sent the Hun 
Sen regime into a tailspin. While the former 
Soviet Union was in one piece, Cambodia 
received the equivalent of US$100 million 
a year in aid. This abruptly stopped last 
year when the Soviet Union fell apart, leav- 
ing the government in Phnom Penh with a 
financial hole it has been unabie to fill. 

According to the World Bank docu- 
ment, government expenditure was twice 
as large as total revenue in 1990-91 and is 
expected to maintain that ratio this year. In 
addition, military spending is draining a 
disproportionate share of the budget — al- 
most half of current spending this year. 
Despite the Paris peace accord signed by 
all the warring factions last October, the 
Khmer Rouge has refused to disarm, and 
the Hun Sen government has felt it neces- 
sary to keep defence spending high. 

Even though total spending is being 
curtailed, there is still a large budget defi- 
cit. Tax revenue has been inadequate be- 
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cause few civil servants have bothered to 
collect it or to hand it over to the authori- 
ties. Customs officials have been particu- 
larly keen to take their cut, observers say. 
Exports of logs that would normally have 
had to bear duty have left the country un- 
taxed by the authorities. 

Untac recently moved to clean things 
up by forcing the resignation of a provin- 
cial governor and the harbour master of 
the deepwater port at Kompong Som. Such 
measures can do little immediately to nar- 
row the budget deficit, which has been 
bridged simply by circulating more money. 
The amount of cash in circulation rose by 
5196 to Riel 141 billion in the first half of 
this year. | 

The new banknotes have been printed 
in Russia and flown into Cambodia. After 
taking over the central bank, Untac 
impounded a planeload of new Riel 2,000 
notes. However, Untac officials and diplo- 
mats say that officials of the Phnom Penh 
government have stolen boxes of notes 
with denominations of Riel 500 and Riel 
2,000. 

Untac's financial adviser, Roger Law- 
rence, is the man now in charge of the cen- 
tral bank. He also represented Cambodia 
at the annual meeting of the IMF and the 


Cambodia’s plunging currency 
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World Bank in Washington in mid-Sep- 
tember. While there, he held talks with the 
two organisations about a rescue plan for 
the Cambodian economy. 

The aim is to take some emergency 
measures to keep things afloat until a full- 
scale package can be worked out. Although 
these measures remain confidential, the 
World Bank aide-memoire talks of “a pack- 
age of fiscal and monetary measures" to 
check the country's deteriorating finances 
and restore confidence in the currency. 

One measure suggested in an appendix 
to the report is what is called an "essential 
commodities component" worth the 
equivalent of about US$35 million (out of a 
proposed total emergency package worth 
US$83 million), to be disbursed by the In- 
ternational Development Agency, the 
World Bank's soft-loan arm. The money 
would be used to pay for much-needed 
imports and would be held in a special ac- 
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count that would be the responsibility of 
the Cambodian central bank. 

Commercial banks would submit lists 
of foreign-exchange requirements from 
importing customers. The central bank 
would check the list to make sure that the 
imports are eligible for financing under the 


scheme. It would then transfer the required 


foreign currency from the special account 
to the commercial banks. 

In order to avoid claims by the Khmer 
Rouge that the money would be used to 
prop up the Phnom Penh regime, the 
counterpart funds from the sale of the 
foreign exchange to the commercial banks 
would be held in an escrow account to be 
administered by Untac. At the end of the 
transitional period leading to the creation 
of a new government after next May’s 
elections, Untac would transfer the account 
to the new administration in Phnom Penh. 

Officials at the World Bank in Washing- 
ton confirm that the bank has been consid- 


ering emergency credit to finance critical - 


imports. The officials say that while the 
Cambodian economy must be stabilised 
through fiscal discipline, funds must be in- 
jected into core areas such as education, 
power generation and transport. And the 
bank has offered to raise up to US$75 
million through the International 
Development Agency for the pur- 


According to an earlier bank 
study that was distributed among 
potential donors in June, Cambodia 
would need a minimum of US$350 
million in foreign aid to pay for ba- 
sic rehabilitation (excluding humani- 
tarian aid and technical help) in 
1992-94. All this is going to take 
time, of which there is precious little 
left. Several steps must be taken. 

First, sources in Washington say 
that Cambodia must “normalise” re- 
lations with international financial 
institutions by, among other things, 
appointing a governor to represent it on 
the board of the IMF. 

Second, Cambodia must clear its US$65 
million in debt-servicing arrears with the 
IMF to rejoin the international financial 
community. This issue is being addressed 
by a group, led by France and Japan, which 
met on 23 September. 

Third, each international institution and 
donor government has to be satisfied that 
there will be enough support from other 
potential donors and that their aid will not 
be wasted. “It takes two to tango and it’s 
Cambodia that’s not ready,” says a World 
Bank official. 

The bank's requirement that aid will be 
given only when Cambodia has a credible 
economic team begs the question. With 
Phnom Penh's bureaucracy melting away, 
the country is unlikely to have a gzoup of 
economic policy makers in place before the 
election deadline approaches. LI 
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BUSINESS 


PROPERTY 





By Henny Sender in Hongkong 
o moke, it seems, does not always lead 





to fire; sometimes it leads only to 

more smoke. That seems to be the 
case with the elegant pink granite tower of 
Nine Queens Road Central, in the heart of 
Hongkong's financial district. 

The smoke has been there since May, 
when Hongkong Land Holdings an- 
nounced it was selling one of the most ex- 
clusive properties in the city to several lit- 
tle-known companies with mainland-Chi- 
nese connections. The price was a steep 
HK$3.8 billion (US$487 million), to be paid 
in instalments. Title will be transferred only 
with the final payment, due next June. 

Even by Hongkong standards, the deal 
is complex, and speculation about the iden- 
tity and aims of the various interests in- 
volved has become something of a local 
sport. 

Innsbuck, the principal purchaser, is es- 
sentially a shell covering several main- 
land-linked companies. Further complicat- 
ing matters is the fact that some of these 
are responsible, separately, for some of the 





| payments. These parties include Hong- 
| kong Macau (Holdings), a Hongkong- 


based company which has a 10% stake and 
is the best known company in the group; 
privately held China Weal with 35%; a lit- 


| tle-known entity called Sure Light; and 


China Investments (which is itself held in 
part by China Weal and was also held by 
Hongkong Macau until July). Hongkong 
Macau spokesmen say the owners of Sure 
Light and China Weal are wealthy entre- 
preneurs in China's Pearl River Delta. 
Beyond these shadowy entities, some 


_ discern a familiar spectre; George Tan, the 
_ wheeler-dealer behind the ignoble collapse 


of the Carrian group, has been frequently 
linked to Hongkong Macau, despite deni- 
als from the company. If the reports of 


| Tan's involvement are true, the latest deal 
| reunites players from an earlier scheme — 





Carrian's supposed purchase of Gammon 
House (now the Bank of America Build- 
ing) from Hongkong Land in 1980. That 
deal, it later transpired, never closed. But 
in the meantime an artificially high price 
level for office property was established. 
Since the Nine Queens Road Central 


_ deal was announced, there has been a se- 


ries of sales of floors, presumably on a con- 
tingent basis to feed price speculation. 
Observers are betting that the Chinese, ap- 
plying the local injunction to use other peo- 
ples' money, hope that the market will rise 
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Pie in the sky 


Hongkong office-tower deal invites questions 


enough for such sales to cover the original 
HK$3.8 billion commitment with a profit 
on top. 

Some floors have changed hands at 
prices well above where most brokers con- 
sider market levels to be. "I question the 
logic," says the head of research at one 
major brokerage. "Given the yield, they 
[the secondary buyers] would have to take 
a very aggressive view on rent apprecia- 
tion." 

Things have become even more con- 
fused since it was revealed that Sunshine 
Properties, an estate agent registered in the 
Virgin Islands, received a HK$136.8 mil- 
lion commission from Innsbuck. The local 
stock exchange is now looking at this par- 
ticular transfer to see whether a connected 
transaction was involved. 

So far, to be fair, the buyers have al- 
ways come up with the cash. But the 
smoke has yet to clear. It is not obvious, for 
example, who some of the buyers in the 
secondary sales are. One transaction in 
September involved the sale of four floors 
of the building by Innsbuck to Hongkong 
Macau at a higher price per square foot 
than the original sale implied. 

Earlier in the month, Hongkong Macau 
sold its entire stake in China Investments, 
having increased its holdings only last July. 
(Last December, the company sold several 
stakes in manufacturing companies to 
China Investments at a loss.) Hongkong 
Macau and China Investments also have a 
joint, 50:50 subsidiary known as Century 
Luck Development. This company was in- 
volved last June in the sale of floors in For- 
tress Tower, a building in North Point 
which China Weal bought last year. 

Some say it is possible to regard the 
whole affair as an exercise in money laun- 
dering — à means to transfer money from 
one side of the border to another by sim- 
ply selling from one corporate arm to an- 
other. 

The deal underscores the fact that the 
Chinese presence in Hongkong is becom- 
ing increasingly complex. "There are, 
through the front door, blue-chip deals," 
notes John Mulcahy, regional research di- 
rector at Peregrine Brokerage. "And then, 
there are the tacky, backroom-type trans- 
actions. This is not a mainstream deal." 

The present landlord has little to lose. 
Hongkong Land has already pocketed a 
nonrefundable deposit. Each tranche is also 
nonrefundable. Only in June will things 
become clearer. But that is eight months 
and several payments off. E] 
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A daily output of 550 tons makes the 
Asia Paper Corporation in Chongwon 
the largest producer of linerboard 
packaging paper in Korea. 


The complex production process 
requires careful monitoring and 
control at every step to ensure a 
consistent paper quality. 
sophisticated process control and 
supervisory equipment from Siemens 
is helping to ensure a smooth 
production flow. Vacuum pumps are 
being used to dehydrate the paper 
with exact data being continuously 
fed to a central control room. 


Complex manufacturing processes 
which require a smooth integration 
of individual products and 
components into a functional system 
call for a competent engineering 
partner. 


Wrapping It Up - 
with Korean paper 


Siemens has the systems 
competence and engineering 
expertise to offer tailored solutions to 
the most intricate industries 
application problems. This is only 
one example. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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Ihe only 


front-wheel drive 


luxury car 
with rear-wheel 
drive. 


Whether you're driving in morning 
mists or monsoon rains, the most important 
thing you need on wet roads is control. 
And that’s where Audi's drive systems come 
into their own. 

For us, there is nothing new about front- 
wheel drive. Audi invented it in 1931. 

In fact, the Audi 100 is the only luxury 
sedan in its class that comes with front-wheel 
drive. With the engine directly over the front 
wheels, skidding is reduced and you have 
greater steering control. 

But Audi have taken this concept 
even further. 

In 1980, Audi introduced quattro, their 
legendary four-wheel-drive system, and 
nothing since has come to grips with road- 
handling quite so well. 

The quattro system detects wheel 
slippage in 1/50th of a second and instantly 
transfers power to the wheels with the 
greatest traction. 

And, unlike other four-wheel drive 
systems, quattro is engaged all the time. 


It constantly improves traction without 


sacrificing performance. 





Combined with our electronic Anti- 
Lock Braking System (ABS), front-wheel 
drive and four-wheel drive quattro give 
vou unsurpassed handling 
and control. 


If vou're a driver who likes 





to be in control, test drive an 


Vorsprung 
durch Technik 


Audi. Under any conditions. 
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National gridlock 


Malaysian, Singapore power cuts stir controversy 





By Doug Tsuruoka in Kuala Lumpur 

ingapore, 29 September, 9:20 a.m.: a 
S fire in switch gear at the Senoko 
power station cuts off electricity to 
two thirds of the island. Power is subse- 
quently imported from neighbouring Ma- 
laysia, according to Malaysian reports. Six 
hours later, Malaysia's national grid breaks 
down, plunging the country into its worst 
blackout since 1985. 

Can Malaysia's and Singapore's break- 
downs have been mere coincidence? Yes, 
says the Malaysian Government, which 
blames its problems on a lightning bolt that 
hit power lines in Terengganu state. Many 
Malaysians, however, are uncon- 
vinced, despite denials from Singa- 
pore that it requested power from 
the neighbouring system. 

Sources close to Tenaga Nasional, 
Malaysia's semi-privatised national 
power utility, say the blackout ex- 
posed flaws in its operations which 
have not been publicly acknowl- 
edged. If the damage was due only 
to an isolated lightning bolt, they 
ask, why did it take up to 24 hours, 
in some cases, to restore the power 
supply? 

Questions such as this could put 
a dent in Malaysia's image as an at- 
tractive destination for foreign 
manufacturers; adequate power is 
one of their principal concerns. 

One person who clearly would 
like to know the answers is Prime 
Minister Datuk Seri Mahathir 
Mohamad. Freshly returned from a 
European trip in which he touted 
Malaysia's investment opportuni- 
ties, he announced a full inquiry into 
the power breakdown on 1 October. 

Businesses, meanwhile, are still 
counting the cost of lost production. 
The blackout affected nine of Malay- 
sia’s 11 peninsular states, forcing 
hospitals, airports and a few big in- 
dustrial concerns to switch to emergency 





power. 

At Pacific Food Products, which occu- 
pies a modern factory near the former sea- 
port of Malacca, the conveyor belts trans- 
porting packets of instant noodles and 
prawn crackers abruptly stopped. So did 
the fans which are vital to keeping food 
cool in Malaysia's tropical heat. "We had 
to take hundreds of cartons of raw and 
semi-processed material to be dumped," 
recalls plant manager Paul Lim. Like most 
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factories, Pacific Food did not have standby 
generators immediately available. 
Financial losses to factories alone are 
estimated at "tens of millions of ringgit" 
by Tan Keok Yin, executive director of the 
Federation of Malaysian Manufacturers. 
In Kuala Lumpur, where streets became 
jammed with vehicles as traffic lights 
failed, trading on the stock exchange virtu- 
ally ceased as computer screens went dead. 
(Singapore's exchange, however, was un- 
affected by the day's power cuts.) 
Tenaga officials say the Malaysian 
power failure was caused by a "one in a 
million" bolt of lightning that struck four 
power lines near Telok Kalong, on the east 


Malaysia’s power network 





coast, shortly before 3:16 p.m. This caused 
an overload at the 1,000-megawatt Paka 
power station, causing it to “trip,” or shut 
down, they say. Other stations then fell like 
dominos as overloads swept through the 
grid linking them together, according to 
Tenaga. 

Some observers, however, question the 
official version of events. Engineering ex- 
perts close to Tenaga suspect that the 
power failure may have been triggered at 
the Sultan Iskandar power plant in Pasir 
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Gudang, Johor. This is the station which, — 
according to the Malaysian side, provided — 
back-up power to Singapore after the mis- 
hap at Senoko. The two countries have an 
energy-sharing agreement that provides | 


for such emergencies. 


Credence is lent to this suggestion bya 


30 September report in Malaysia's New —— 
Straits Times, a government-linked news- 


paper, which said a generator at Sultan 


Iskandar tripped after electricity was — | 


routed to Singapore. 
The waters are further muddied by a 


denial from Ng Heng Lai, chief engineer of 


Singapore's Public Utilities Board, that the 
island asked for or received power from 
Malaysia. However, Malaysia's energy 
minister, Datuk Seri S. Samy Vellu, told 
reporters on 30 September that Tenaga had 
supplied about 360 MW of electricity to 
Singapore before Malaysia's own power 
failure. He was also quoted by the News 
Straits Times as saying the Singapore inci- 
dent had "absolutely nothing" to do with 
the power breakdown in Terengganu. 

Tenaga officials declined to answer 
: questions from the REVIEW. 
= One of the sources close to 

Tenaga says the events of 29 Sep- 
tember are consistent with a scenario 
under which a power transfer from 

Malaysia to Singapore was not syn- 

chronised properly. This could have 

caused overloading to spread to the 
rest of the grid. 

No visible evidence of lightning 
damage has been produced to back 
up the official explanation. Moreo- 
ver, residents in Kemaman, near 
where the strike allegedly occurred, 
have been quoted as saying there 
were no thunderstorms in the area 
at the time. 

Lightning was also invoked as a 
possible cause of the 1985 blackout. 
Commentators have noted that this 
"act of God" explanation protected 
Tenaga from insurance claims. 

The sources close to Tenaga ar- 
gue that a shutdown of the national 
grid could have been averted if it 
had been operating at peak capac- 
ity. If all its machines are in working 
order, Tenaga can muster a maxi- 
mum output of more than 5,120 
MW, they say. But they claim that 
the network is hobbled by equip- 

ment failures and shoddy repairs. 

Tenaga officials have denied such 
charges. They also say Tenaga's current 
generating capacity totals 4,400-4,650 MW, 
far below the figure cited by the critics. 

Even so, the 29 September incident is 
bound to bring the utility's power-genera- 
tion policies under greater public scrutiny. 
"The question," says the source close to 
Tenaga, "is whether the Malaysian [power] 
system is stable, and if it is not, when will 
this be corrected?" m 
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Stranglehold loosens 


Hongkongs Li Ka-shing boosts Shanghai port 


By Carl Goldstein in Shanghai 
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hinese naval-security men were 
waiting when John Meredith's ocean 
liner sailed into Shanghai. As the 
young officer watched, the men boarded 
his ship, sealed its radar and confiscated 
all binoculars on board. Their mission: to 
make sure the foreigners did not count na- 


val vessels in the harbour. 


That was in 1956 on Meredith's first trip 


. to Shanghai. Things were different on his 


latest trip last month. The managing direc- 
tor of Hongkong International 
Terminals returned with his 
boss, Li Ka-shing, chairman of 


owner of HIT. They signed an 
agreement with the Shanghai 
Harbour Bureau to acquire 50% 
of Shanghai's container termi- 
nals and to build new ones 
needed to keep up with ex- 


"To be up there signing a 


over a 50% share of the port to 
our control is quite a turna- 
round," says Meredith. "People 
don't appreciate just how big a 
deal this is.” He may have a 
int. 
The Hongkong press seems 


mega-dollar project by local 
companies in China almost 
every day. Just looking at the 
cost involved, the Hutchison 
port project — which will take 
an investment of Rmb 6 billion 
(US$1.1 billion) over eight years 
— has not stood out. 

But its long-term impact is 


.. likely to be far greater than the 


property-development deals that are draw- 
ing the biggest money. The creaky state of 
port operations in Shanghai has become an 
obstacle to the city's efforts to modernise. 
Fixing it is thus a matter of urgency for a 
city administration eager to cast off the 
mantle of conservatism the city has worn 
since the 1976 fall of the Gang of Four. It is 
also a matter of intense concern for the 
many foreign traders looking to penetrate 
the Chinese market via Shanghai. 

HIT will install a senior executive to run 
the joint-venture company, Shanghai Con- 
tainer-Terminals, after Peking formally ap- 
proves the venture, probably by year-end. 
Getting the nod from the capital should 


-qi 


pose no problem, as the genesis for 
Hutchison's Shanghai surprise lay in the 
visit to Hongkong by then Shanghai mayor 
Zhu Rongji in 1990. 

“Zhu was the catalyst,” says Meredith. 
The Chinese official apparently was so im- 
pressed by his tour of HIT’s container ter- 
minals in Kwai Chung that he suggested 
then and there that the company should 
do in Shanghai what it had done in Hong- 
kong. Now a vice-premier in Peking, Zhu's 
position is expected to be further bolstered 
by his elevation to the policymaking stand- 


Shanghal’s opening doors 





ing committee of the communist party's 
politburo at the 14th Party Congress, be- 
ginning on 10 October. But he is likely to 
remain closely involved in Shanghai af- 
fairs, including the drive to develop the 
Pudong development district in the east- 
ern part of the city. The Chinese leadership 
hopes that will help Shanghai regain some 
of its lost glory as Asia's leading financial 
and trading centre. 

In the first phase of the project, Hut- 
chison will take on the modernisation of 
Shanghai's seven container berths and the 
conversion of five berths from general to 
container cargo. This will require the in- 
stallation of computerised inventory con- 
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trol and communications systems, plus 
modern cranes and associated container- 
handling equipment. 

The second phase will give Hutchison 
the inside track on contracts to build new 
deep-water berths at Jinshanzui, 60 kilo- 
metres south of Shanghai on the Huangpu 
River, and four container berths to serve 
the Waigaoqiao Free Trade Zone in 
Pudong. These projects have already 
gotten under way. Antwerp-based Dredg- 
ing International is advising Shanghai on 
the technical design aspects of the Pudong 
port project, and in Jinshanzui, experimen- 
tal dredging has already begun in an effort 
to dig the channel to the 12-metre depth 
that would allow for the passage of all but 
the largest oil tankers. 

Shanghai Harbour Bureau officials say 
the immediate goal of the joint venture is 
to raise the port's container throughput to 
1.9 million 20-foot equivalent units (teu) by 
2000 from 570,000 last year. 
Both numbers demonstrate just 
how far Shanghai has to go be- 
fore it can aspire to challenge 
Asia's major ports. Hongkong 
last year handled just a little 
more than 6 million teu, Singa- 
pore just over 6.3 million. 

"We realise our methods 
and efficiency level need to be 
brought up to international 
standards," says Cao Lansheng, 
deputy chief economist at the 
Harbour Bureau. Nowhere is 
that more apparent than at the 
dilapidated Customs House, 
which mirrors the lack of in- 
vestment in port operations 
over the past couple of decades. 
Shabby reception rooms and 
sagging offices appear to have 
received little upkeep since the 
communist government inher- 
ited the place in 1949, 

Foreign shippers and ex- 
porters doing business out of 
Shanghai say it takes at least 
three days to load or unload a 
small feeder vessel. In Hong- 
kong, a far larger ship would 
take 24 hours or less. Outgoing 
cargo space must be booked 10-15 days in 
advance, compared with one or two days 
in Hongkong or Kaohsiung, Taiwan's ma- 
jor port. 

The Shanghai deal could also prove cru- 
cial for HIT. The company and two rival 
groups are awaiting the Hongkong Gov- 
ernment's decision — expected by the end 
of this month — on which company or 
group will receive the franchise to build 
the territory's ninth container terminal. 
Some analysts suggest that the administra- 
tion of Governor Chris Patten may not be 
so sympathetic to the claims of Hongkong 
monopolists, or in the case of the container 
terminal business, the duopolists, that 
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etter. 

“If this proves to 
Rave landed a proi 
expansion in the 
third of China's car: 
enue and profit for 
pany, Shanghai Co I 
not been released, b 
Liu Guilin says the: 
Rmb 300 million o 
billion last year. - 

He says, howeve 
container operation the most profit- 
able portion of Shanghai port's operations, 
while another official suggests that the joint 
venture would enjoy a roughly 50% share 
of the port authority's profit. 

A little-noticed part of the arrangement 
between Hutchison and the Harbour Bu- 
reau may do as much as the terminal mod- 
ernisation to bring Shanghai's port into the 
modern age. The bureau's Cao. Lansheng 
says the joint venture will also go into the 
cargo-agency business. . 

HIr's Meredith says that while plans 
have yet to be finalised, the initial focus 
would be on what is known in the busi- 
ness as cargo canvassing — finding and 
booking space aboard.vessels for export- 
ers. Inland trucking is another possibility 
for the joint venture, he says. 

This all sounds innocent enough, but it 
could help break the stranglehold on cargo 
movements in and out of Shanghai cur- 
rently held by Sinotrans, the giant state- 
owned cargo agency and ship operator. In 
most major Chinese ports, such as Tianjin 
and Dalian, four or five agencies run feeder 
services — small vessels that connect with 
the big ships operated by foreign shipping 
lines — and offer cargo-agency services. 

In Shanghai, there are only two: Sino- 
trans & China Ocean Shipping Co. (Cosco). 
And Cosco is very much the junior partner. 
The stimulus for the competitive juices 
flowing at the Harbour Bureau becomes 
clearer when one realises that Sinotrans is 
part of the Ministry of Foreign Economic 
Relations and Trade, while the bureau 
comes under the Ministry of Communica- 
tions. . 

- Asked whether Sinotrans might find 
some way to block the attack on its mono- 
— answers: "It doesn’ t matter; our 
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"m: most Chinese ports, different minis- 
ries — and even different branches of 
»inotrans — compete for business, giving 
foreign and domestic customers four or 
five options for shipping freight. But not 
Shanghai. "They're the biggest, baddest 
bear in the woods, and if you're going to 
take them on, you'd better be ready for a 
fight, " says one foreign shipper. 

_ Foreign pressure is also being brought 
to bear in a way that promises to help open 
up Shanghai and other Chinese ports. US 
1 nese maritime officials on 28 Sep- 






abe éxtended a bilateral chipping aud 


ment for another year, but they failed to - 
resolve differences over access for US firms — 
to China's freight-handling market. 

US carriers Sea-Land and American | 


President Lines are eager to offer inland | 


| commerce 


trucking services to complement their ship- 


ping business. They are also barred from | 


owning and operating their own container | 


terminals and warehouses. 


The two lines are now preparing. to es- i 
tablish a joint feeder service into Shanghai, 
probably before the end of the year. An - 


agreement between Washington and Pe- 


king last November gave the US carriers | i: 
he first factory established: By F 
! | Chi Minh in Hanoi more than four 


the right to do so, as well as to establish 
full branch operations in China. 

But resistance from Sinotrans has until 
now prevented them from taking full ad- 
vantage of the accord. "We have to find 
some way to pacify their feelings," 
one executive. He points out that his com- 
pany would have to continue working 
with the Chinese agency even after it had 


Stacking up 


its own feeders operating into Shanghai. 
Gary Gilbert, Sea-Land's vice-president 
for central Asia, notes that the prospect of 
heightened competition appears to be hav- 
ing some effect in forcing Sinotrans to im- 
prove its service. "Shanghai Sinotrans is 
under heavy pressure now; they're either 
going to have to get a lot better at what 


they do, or they're going to perish,” he | 
says. But it still has a long way to go. “Sino- | 
trans still treats the customer like a trou- | 
; 7,000 (64 US cents) a metre, for instance, 
Still, Shanghai has made a good start at _ 


blemaker," says a European shipper. 


opening up the port, both by bringing in a 


foreign partner to manage it and by foster- _ 
ing competition in cargo handling. In the | 


past, China opened its ports only under 


duress — witness the forced establishment | 


of the 19th century treaty ports under the 
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| the communist government since 1948, but 
| its future is threatened by a flood of cheap _ 
. goods smuggled across the border with 
| China. : 


guns of British warships. Inv iting a foreign - 
partner to help run the country's premier | 
port seems intended to send the message | 
that China will place mutual economic | 
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| -Smuggled goods 


By Murray Hiebert in Hanoi 


major casualty of Vietnams rapproche- 
, ment with Peking. Tran Hung Dao Engi- 
Says | 


benefit over unnecessary national pride. w Saigon Beverage Factory had 200,000 bar- 
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pinch Vietnamese is 1 
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decades ago could become the first 


neering Factory has been a showcase for 


In its heyday in the late 1980s, Tran cy 


; Hung Dao Engineering produced 6,000. — 
| small engines a year and employed 1200... 
| workers. In the first nine months of this _ 
| year, the plant turned out just 700 engines, 
| which are used mainly to power irrigation x 


pumps. It had 300 employees. | 
Nguyen van Ton, Tran Hung Dao En- 
gineering's director, blames most of the 
company's troubles on its inability to com- 
pete with cheaper Chinese-made engines: 
that are smuggled into Vietnam. “We've | 
almost closed our doors,” he laments. 
Ironically, the company is named after. 
Tran Hung Dao, a legendary Vietnamese . 
general who repulsed Chinese invaders in . 
the 13th century. Su 
Tran Hung Dao Engineering is notthe 
only enterprise to be hard hit by the grow- 
ing demand for Chinese goods. Many 
manufacturers of textiles, bicycles, electric | 
fans, water flasks and other light industrial 
products are also being threatened: Some 
textile companies have shut down. = 
Each of the nine factories in Ho Chi 
Minh City belonging to the Union of Hong 
Gam Textile Mills are holding 500,000-1 
million. metres of unsold cloth, according 
to general director Pham Thi Kiem. To. 
compete with smuggled Chinese cloth 
used in men’s shirt making that costs Dong. 


























mills have cut prices 33% in the past year 
to Dong 6,000. Kiem says this price reduc- 
tion barely enables the mills to cover costs. 

Vietnam News, a government newspa- 
per, reported in September that Vietnam- 
ese manufacturers had built an invento 
of more than Dong 350 billion of goods 
since March, largely because of the arrival 
in the market of Chinese products. The re- 
port said the country's three major «paper 
mills had 6,000 tonnes of stored paper and. 
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rels of unsold beer. 

Cross-border trade with China has 
soared since relations between Hanoi and 
Peking were normalised in 1991. Econo- 
mists say this commerce — most of which 
is controlled by sophisticated smuggling 
rings — lies at the heart of Vietnamese 
manufacturer's woes. 

Although exact figures are not available, 
Tuoi Tre, Ho Chi Minh City's youth maga- 
zine, estimates that legal and illegal trade 
between Vietnam and China's Guangxi 
province alone totalled US$363 million in 
1991. Vietnamese officials estimate that this 
trade flow is more than double its level in 
November 1991. 

Several newspaper editorials in Septem- 
ber said Vietnamese officials suspect China 





of mounting a smuggling campaign to sub- | 


vert Vietnam's economy. "It is necessary to | 


realise fully . . . the vicious scheme of those 
countries which have intentionally smug- 
gled their goods into our markets," the Sai- 
gon Giai Phong daily declared. 

In reality, most of the smuggling is car- 
ried out by cash-hungry entrepreneurs 
whose numbers have mushroomed on 
both sides of the border following eco- 
nomic reforms in the countries. Some of 
the goods are smuggled into Vietnam on 
remote trails in the mountainous region 
where the two countries fought a brief bor- 


thorities difficult. 
A large part of the merchandise, how- 
ever, is brought into the country by ships 


that stop at ports and by trucks that | 


travel through border checkpoints. Often, 
customs officials are bribed not to charge 
duties on the goods. Companies also get 
areund high tariffs by importing goods 
through barter-trade arrangements under 
which they are charged low or no 
tariffs. 

Tran Hung Dao Engineering's Ton says 








Chinese goods smuggled over the border threaten Vietnamese industry. 


about 20,000 smuggled Chinese-made en- 
gines were sold in Vietnam in the past 
year. He says his company's most popular 
12 horse-power model, which is priced at 
Dong 2.1 million, cannot compete with a 
similar Chinese-made engine that costs 
Dong 1.9 million. If the engines were im- 
ported legally, he says, they would be 20% 
more expensive. 

Tran Hung Dao Engineering's difficul- 
ties are compounded by the loss of a cheap 
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source of steel supply since the collapse of 
the former Soviet Union. The company is 
now forced to pay international prices for 
imports of Japanese and Swedish steel. 
Government subsidy cuts have also tight- 
ened the squeeze on the factory, while a 
doubling of electricity rates in March have 
exacerbated its costs. 

In an attempt to prevent Tran Hung 
Dao Engineering's collapse, Ton has called 
on the government to clamp down on 
smuggling. He says the company also 
plans to diversify into manufacturing rice- 
husking machines and engines for fishing 
boats. Meanwhile, the executive is explor- 
ing ways to cut costs and to improve prod- 
uct quality. 

To help protect struggling manufactur- 
ers such as Tran Hung Dao Engineering, 
the Vietnamese Ministry of Trade and 
Tourism on 8 September temporarily 
banned imports of 17 items. Among the 
affected goods are textiles, garments, proc- 
essed foodstuffs, bicycles, ceramics and 
glassware. 

Officials hope the ban will make it 
easier for them to control the smuggling of 
the products through ports and border 
crossings. But many Vietnamese doubt that 
the measure will have much impact. 

“It’s very difficult [to control smuggling 
with China] because officials on both sides 
are corrupt and take bribes,” complains 
Nguyen Ngoc Le, Hanoi's deputy mayor 
in charge of industry and planning. x 
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Open for offers 


oubic Bay will test Philippine attractions for investors 


By Rigoberto Tiglao in Subic Bay 


his place seems to have everything: 
i 6,600 hectares of land, a deep-water 
port, ship-repair facilities, a big air- 
port and a nice resort island. 
It also has a live volcano nearby. 
Welcome to Subic Bay, the Philippine 
naval base that the US is due to give up by 


_ 24 November. Manila hopes to convert the 
der war in 1979, making detection by au- | 


US$8 billion complex into a business cen- 
tre that will attract foreign investors. The 
ultimate goal: to turn the base into the 
Philippines' version of Taiwan's Kao- 
hsiung or China's Shenzhen special eco- 
nomic zone. "It will be the country's en- 
gine of growth," declares Richard Gordon, 
administrator of the Subic Bay Metropoli- 
tan Authority. 

Maybe, but there are plenty of obsta- 
cles. The risk is that Manila's failure to re- 
alise its ambitions would bolster foreign 
perceptions that the Philippines once again 
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has thrown away an opportunity because 
of government inefficiency and political 


squabbles. 
"It will be a fundamental test whether 
this country — its new government, its 


politicians, its business sector — can all get 
their act together," says an Asian diplomat. 
"If they blow this one when they have 
something quite valuable on their laps, the 
foreign business community will be giving 
up on the country." 

No one could accuse the Philippines of 
not trying. The country has lavished a lot 
of goodies on investors who set up in Subic 
Bay. In March, Congress created a free-port 
zone consisting of the naval base and the 
adjacent Olongapo City and Subic town. 
Export and import of goods will be duty- 
free. A single 5% business tax will be im- 
posed, much lower than the 35% corporate 
income tax in the rest of the country. The 
Philippines promises there will be no for- 
eign-currency restrictions, and foreigners 
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Can you light Natural gas - affordable, safe and available - is an increasingly popular choice for driving turbines 


up the sky without that generate electrical power all over the world. Although it burns relatively cleanly, combustion does 
clouding the air? produce nitrogen oxide, implicated in acid rain. Abatement techniques have reduced emissions, but 
heightened awareness among the industrial nations continues to generate tighter legislative controls and the 
development of ecologically-sound power plants 
Conventional methods of controlling emissions are costly and dampen efficiency. However, ABB research has now 
developed a way to burn them off. It is a total solution, reducing pollutants while maintaining efficiency, thus 
consuming less fossil fuel. ABB has installed its innovative *EV-burner" in the Midland Cogeneration Venture, à 
joint project to produce power for the Dow Chemical Company and the State of Michigan, USA. At full power load, 
this plant is now producing emission levels well below the world's most stringent requirements 
As a leader in electrical engineering for power generation, transmission and distribution, industry, transportation 
and environmental control, ABB is committed to industrial and ecological efficiency worldwide. We transfer 
Yes, you Can. know-how across borders with ease. But in each country, ABB operations are local and flexible. That means we 


can help our customers respond swiftly and surely to technological challenges w hich stretch the limits of the pos- 
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sible. Like burning gas without clouding the sky. 
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investing a minimum of US$250,000 will 
receive permanent resident status in the 
zone. 

The facilities are certainly impressive: 
600 buildings and 1,800 American-type 
bungalow houses, all of which could be 
converted into company offices and execu- 
tive housing. "If Subic were established 
and extended into a world-class port, con- 
tainer feeder traffic could well centre itself 
in the Philippines and generate an expan- 
sion of trade," according to a 1990 report 
by consulting firm Swan Hunter Singa- 
pore. 

Several Asian enterprises are already 
sold on Subic. Gordon says a Taiwan con- 
sortium has made a firm offer to put 
up a 300-hectare industrial estate. And 
Singapore's Keppel conglomerate and the 
Sembawang group want to lease the US 
navy's former ship-repair facility. 

Nonetheless, it will not be easy creating 
a business centre out of a military base. 
And it certainly does not help matters to 
have a volcano 32 kilometres away. Mount 
Pinatubo blew its top in June 1991, cover- 
ing Subic with ashes and damaging, sev- 
eral buildings. Fortunately, a mountain 
range protects the complex from the 
mudflows that continue to ravage most of 
central Luzon, but scientists have not ruled 
out another major eruption. 

Transport connections are another 
headache. The Cubi navy air field has great 
potential, but it will not be commercially 
viable until there is sufficient traffic. In the 
meantime, investors will have to go to 
Manila International Airport. Depending 
on the traffic, that could mean a ride of up 
to three-and-a-half hours. 

"In the short run, Subic's location may 
actually be a detriment for industrial us- 
ers," a World Bank report warns. 

There is also the matter of money and 
the military. A 1990 government study 
calculated that it would cost P33 billion 
(US$1.4 billion) in government funds to 
convert the base to private use. A 1992 law 
requires that the conversion be financed 
from the sale of land, mostly in 
metropolitan Manila, occupied 
by the Philippine military. 
But try telling that to the 
military, which opposes the 
law on the grounds that its 
32.5% share of the proceeds is 
insufficient. 

For his part, Gordon de- 
clines to say how much is 
needed to manage Subic and to 
convert it into a special eco- 
nomic zone. A minimum 2,000- 
member staff, including a 1,300- 
member security force, will 
mean a payroll of at least P120 
million annually. Until it 
privatises the facilities, the 
Subic Bay Municipal Authority 
will have to manage and pay 
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Gordon with US Ambassador Solomon: Asian interest in port facilities. 


for such things as the power plant, water 
and sewer systems, and telecommunica- 
tions. 

Gordon seems unperturbed by the 
budget difficulties. For one thing, he has 
the help of 500 volunteers, mostly laid-off 
base workers hoping to get the first crack 
at jobs in the zone. Moreover, he can count 
on the staff, finances and considerable po- 
litical patronage of Olongapo City, where 
he is mayor. 

He is confident that the Subic Bay Met- 
ropolitan Authority will raise the funds it 
needs from its own operations. The author- 
ity will not sell any facilities but will lease 
them for as long as 10 to 15 years. 

“If we can lease immediately all of the 
1,800 bungalows at a cheap P1 million, we 
can raise nearly P2 billion immediately,” 
Gordon notes. “We're sitting on assets of 
US$8 billion. I don't see why we can't get 
funding leveraging that property." Within 
the next few months, he wants to turn the 
US navy's former commissary into a duty- 
free store and operate the slot machines 
that had been popular among US service- 
men. 

Gordon certainly does not seem intimi- 
dated by the sheer size of the job. Indeed, 


Subic Bay’s facilities 
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he is rather jealous about his turf. "I am in 
charge here," he told the REVIEW after the 
Philippines Department of Trade and In- 
dustry made some proposals for Subic Bay. 
“DTI has no role here, perhaps except as 
salesmen for Subic." Just so potential in- 
vestors get the point, he emphasised: “It is 
important that foreign investors are as- 
sured that they have to talk to only one 
person." 

Yet it is unclear how long that may be 
the case. The 1992 base-conversion law 
"creates confusion," a World Bank report 
says, because it is not clear if the 
authority is autonomous or if it is an arm 
of the Bases Conversion Development Au- 
thority. 

It is an important point because some 
politicians could try to question Gordon's 
authority over Subic's plans. Gordon is re- 
spected for his leadership in the Olongapo 
area and for his no-nonsense management 
style. Nonetheless, some allies of President 
Fidel Ramos are wary of Gordon because 
he had been aligned with Eduardo Co- 
juangco, the president's arch-enemy in the 
May general elections. 

An Asian diplomat frets that some 
politicians may be lying in wait, hoping 
to trip up Gordon. "Our worry 
= is that as soon as the politicians 
z realise how much Subic is 
worth and that Gordon is de- 
ciding alone on all those mil- 
lion-dollar deals, they'll be try- 
ing to get a piece of the action, 
which will certainly mess 
things up," the diplomat says. 

Gordon does not seem wor- 
ried. "You have to give more 
credit to our congressmen that 
they think more of the national 
interest, he says. The Subic 
conversion programme will in- 
deed turn out to test that faith. 
Perhaps most of all, the project 
will be a test of the Philippines' 
ability to attract — and keep — 
foreign investors. * 
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Profits of misfortune 


Japanese firms’ Aids research is questioned 





By Jonathan Friedland in Tokyo - 
hat do a Japanese metal smelter, 
a paper manufacturer and a yo- 


\ gurt vendor have in common? 


Not much, except falling earnings and a 
new-found interest in Aids research. Nip- 
pon Mining, Sanyo-Kokusaku Pulp and 
Morinaga Milk Industry have joined nearly 
a dozen non-pharmaceutical companies in 
Japan attempting to employ their expertise 
in finding a cure for Aids. 

Analysts say the approach of this dispa- 
rate group of companies is quixotic at best. 
The search for drugs that can help ease the 
suffering of people afflicted with Aids — 
much less one capable of killing HIV, the 
virus which causes the disease — has 
mostly eluded even the wealthiest North 
American and European drug companies. 

At worst, they say the attempts by the 
companies to develop drugs that could be 
commercially unviable in Japan — where 
the official number of Aids sufferers stands 
at 469 — is a ploy to generate interest in 
their shares at a time when earnings are 
declining. They point out that Japanese 
newspapers like to give prominence to 
Aids-related corporate announcements and 
that stockbrokers have touted the “Aids 
plays” to investors. In some cases, share 
prices have improved. 

The more cynical view gains credence 
from the fact that few of Japan's pharma- 
ceutical companies are actually pursuing 
Aids-related research. No major Japanese 
drug maker has strong expertise in anti- 
viral research, and government drug-pric- 
ing policies make it more profitable for 
them to concentrate on making incremen- 
tal changes to products they already sell 
than to engage in a costly search for Aids- 
related drugs. 

“The [Japanese] pharmaceutical com- 
panies have a more rational chance of suc- 
cess” than the non-pharmaceutical firms, 
says Philip Hall, an analyst at Baring Secu- 
rities. "But even so, I suspect that you'll see 
more coming out of US and European 
companies than out of Japanese drug com- 
panies." 

Typically, Japanese non-pharmaceutical 
companies engaged in Aids research gar- 
ner less than 1% of their revenue from the 
sale of drugs. Some have yet to introduce a 
single pharmaceutical product. And in 
most cases, the companies' budgets for re- 
search and development amount to less 
than 3% of revenue. Only a fraction of this 
amount is allocated to Aids-related work. 
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One of the few Aids researchers. 


Despite this small amount of financial 
effort, some of the companies have pro- 
duced what may appear to be promising 
leads. Food-additives giant Ajinomoto is 
the sole supplier of bulk didanosine, 


known as DDI, to Bristol-Myers Squibb of 
the US. In early October, the US Food and 
Drug Administration approved the ex- 
panded use of Bristol-Myers’ anti-viral DDI 
drug, Videx, in the treatment of HIV infec- 
tion. 

Videx and AZT, which is manufactured 
by Burroughs Wellcome of the US, a sub- 
sidiary of the British 
Wellcome Foundation, are 
the only drugs approved by 
the US Government to be 
used in efforts to slow HIV in- 
fection, which attacks the hu- 
man immune system. Ana- 
lysts note, however, that Bris- 
tol Myers did the research 
that gave DDI its commercial 
application in the battle 
against Aids. 

Another promising drug 
has been developed by Meiji 
Milk Products, Japan’s No. 2 
maker of dairy goods. The 
company announced last 
year that its expertise in fer- 
mentation technology helped 
it develop human serum al- 
bumin, a compound derived from blood. 

Meiji spokesman Kazuo Kawamura 
says human serum albumin has proved 
effective in preventing regeneration of HIV 
in a laboratory. Clinical trials on the com- 
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PAKISTAN TELECOMMUNICATION CORPORATION 
TENDER NOTICE 


Tenders are invited from manufacturers of repute 





or their authorised 


agents 


and 


for supply 


installation of 565 M Bite/s system on the 4th pair 
of existing Fibre Optic System between Karachi 
and Rawalpindi as per Pakistan Telecommunication 


Corporation specifications. 


Tender documents are available for sale from the 
undersigned, on payment of Rs 3,000. Its receipt 
should be attached with the quotation. The last 
date of receipt of tenders is 28 October 1992 by 


1000 hours. 
same day at 1030 
Auditorium of the PTC. 


Tenders will be opened publicly the 


hours in the Siddiqui 


Muhammad Abbas Khan, 

Divisional Engineer (Purchase-ll), 

PTC Headquarters, Islamabad, Pakistan, s 
Tel: 051 (+92 51) 855923, 

Fax: 051 (+92 51) 856828 
















i were announced in September 1991, 








any was set to expire below its conver- 
sion price. If that had happened, Meiji 
would have been forced to borrow in or- 


bonds with the hope of picking up its 
shares on the cheap. 
— Instead, Meiji’s share price soared al- 
most 25% on the Tokyo Stock Exchange to 
a yearly high of ¥1,290 in the days after the 
company’s public statement. The higher 
price was well above the conversion price 
of ¥1,077 set in 1989, when the stockmarket 
was booming. It closed at ¥988 on 5 Octo- 
ber. 
"The response of the media to our study 
_ results was more than expected," Kawa- 
. mura says. Baring Securities’ Hall puts it 
another way: "The announcement did the 
trick." 
Other companies have also gained from 































Aids. The share price has since retreated. 


that seemed to be effective in curbing the 
growth of HIV. 
-More recently, Nissin Food Products, 


that it was linking up with a Scottish bio- 
echnology company, Scotgen, to develop 
NMOI, an antibody that could be useful in 
the fight against Aids. The day before the 
announcement on 9 September, 30,000 


k Exchange; they closed at ¥2,330 each. 

»e next two days, volume soared to 6.1 

ion shares, and the share price reached 

tra-day high of Y2,990 before it re- 

ed to where it started. : 

'ew investors buying shares in these 

panies are likely to be able to assess 

true potential of anti-aids products. A 

g that can kill the virus in a test tube, 
instance, is not necessarily a break- 








T de Aids virus ina i test-tube, * a Tokyo 
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k rtly before a Y20 billion (US$167 mil- | 
on) convertible bond issued by the com- 


der to repay investors who had bought the 


4». Aids-related announcements. Morinaga | 
. . Milk’s share price increased 32% in the few | 
_ days after the company disclosed to a | 
newspaper in June that a compound it | 
had purified from human urine could | 
help. reduce immune deficiency in leuk- | 
aemia patients. It appears that the com- 
pound might also be applied against - 


Similarly, Dai-Nippon Ink's share price | 
shot up dramatically following an an- | 


nouncement by the ink maker in Septem- | 
ber 1991 that it had developed asubstance | 


Japan's largest instant noodle maker, said | 


issin shares were traded on the Tokyo | 


sed: fund. manager says. eT his. in-vitro | 
stuff is useless; even [bleach] kills Aids i ina. 


A hi ile it may be two or ances years se | 

re the results of the clinical testing are | 
nown, Meiji has already benefited from | 
entry into the Aids sweepstakes. The | 
boratory results on human serum. albu- | 





n Tiananmen Square, the 1 Octo- 
ber National Day slogan picked 





this year reads “Reform: and 
Opentig for 100 years.” By their finery and 


shiny new cameras, the holiday makers on 


the square attest what this means to them: 
an ever rising tide of consumer goods, 
buoyed by double-digit GDP growth, as 
promised by paramount leader Deng 
Xiaoping. 

The resulting national sense of dyna- 
mism should help the 88-year-old patri- 
arch win an endorsement of his market- 


oriented reforms and support for his 
pragmatist proteges at the forthcoming 
14th Congress of the Chinese Communist 
Party. But economists privately admit it- 


is highly doubtful that the accelerated 
growth rates can be sustained through 


consumer. | 
pe index. | 





the first half of 1993, let alone for the next 


century. 
Not that figures for the first half of 1992 


| looked anything but upbeat, at least at first 


glance. Industrial production was up 18.2% 
from the same period last year, for a total 
output of Rmb 1.3 trillion (US$236 billion). 
Preliminary figures for July and August 
show continued strength. Industrial output 


was up by 22% and 21%, respectively, com- - 
pared with the same months in 1991, Retail _ 


sales, registered an 18% increase in the first record Rmb 20 billion 


half-year. 


. . The fastest production growth, some 
44% for the first eight months, was notched _ 
up in the sector that includes cooperatives, - 


private enterprises and joint ventures. But 
heavy industry — China's 
sector, which is largely s 
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comprises nearly two thirds of output — 
increased its production by 2396, outpacing 
the growth in light industry by 4%. 

The country's strong production figures 

are the fruits of Deng's bid earlier this year 
to jump-start the economy by loosening 
import and credit curbs. As a result of these 
moves, imports increased 2495 to US$39.5 
billion in the first seven months over the 
same period last year, while exports grew 
16% to US$42.7 billion — figures which 
Peking triumphantly trots out for its trade 
critics. 
. Nevertheless, China still enjoys a total 
U5$2.4 billion surplus, including a US$15 
billion surplus with the US, which buys 
nearly 25% of the country's exports. But if 
negotiators fail to reach an agreement in 
Sino-US "structural impediment" talks by 
the 10 October deadline, Peking could face 
nearly US$4 billion in punitive US trade 
sanctions, as well as stiff opposition to its 
long-sought re-entry into Gatt. 

Money supply has shot up apace. Cash 
holdings grew by some Rmb 55 billion 


© during the first half year, a 19% increase. 
Bank deposits topped Rmb 1 trillion. Infla- 
tion is officially put at 5% nationwide, but 
 itruns more than twice that in the largest 
35 cities. Continued removal of price con- 





trols bode further inflation soon; Peking 
now pegs prices of just 89 items, versus 
737 at the end of 1991. 

The most dramatic price rises have 
come in industrial and construction raw 
materials, resulting from the 29% surge in 
fixed-asset investment to Rmb 220 billion 


in the first half of 1992 over same period 
last year. 





‘Kaw materials and energy price in- 


dieases, waning enterprise cash surpluses 
and slackening demand may bode a 


slowdown by year-end, the Forecasting 
Department of the National Economic In- 
formation Centre warns in its mid-year re- 
port. And, with the state sector accounting 
for nearly 6056 of the country's investment 
boom, former finance minister Wang 
Binggian wondered about "China's ability 
to keep within its budgetary target this 


year, in spite of the 23% increase in domes- 


tic revenue [through mid-year]." 
.This year's deficit is projected at a 


cluding foreign 





and domestic debt), and last year, the defi- 


cit overshot projections by 50%. But by the 

his year's budgetary chickens come 

oost, the communist party's 14th 

ill be safely out of the way and 

ught rh enshrined for the com- 
üry 8 Lincoln d 
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VIETNAM 


A constant flow of good 
information is essential. 





"Opportunities 
can stare you 
in the face 
one day. ..and 
Ý blow up in your 
face the next.” 


Vietnam today represents one of the most exciting business 
opportunities of the decade. Many talk of it being more promising 


than China. None talk of it as being easy. True to 
Eastern Economic Review recognised the potential 
early and is the only international publication with 
a permanently manned bureau in Vietnam. A constant 
flow of invaluable information is now generated 
through the knowledge and intimate contacts of 
Review correspondents. This often vital information 
on Vietnam is unavailable through any other sources. 
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E „entalist not to be soars. 
<- gant as to believe that "it is the 
a ‘vhite man's burden to decide t 
— ^e of the peoples in this world" 
im ‘ar Eastern Economic R 
magazine said it had ob 
Jr Mahathir's letter to rainfo 
~ dvist Bruno Manser in which h 
irned the environmentalist tha 
would be held responsible foz 
v Violence which occurred i 
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m ovv i-COmmanà 
a eucekeeping mission in Cam 
direct action against the Khi 
tow. oos —— aaeenend 
|. 3e Far Eastern Economic Review, 
- send of this month, said he wa 
| c to implement the U.N. mandat 
s 5 Khmer Rouge, to push them 
«^ cave signed," along with the 
- ?hnom Penh government; supp 
| ormer prime minister Son $ 
- .ncluded his Australian U.N 
"'agushi Akashi, the head. of 

e U.N.Transitional 























ipai ation nad involvement b 
ut went on to warn that "I 
uld be foolhardy to think that the. 
lection ns will provide all the ar, 


The Asian Wall Street Journal 
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.he phrasing of the statement, m ,. 
dangkok by AP, indicated it repre |, 
ficial government policy. 
Khieu Samphan, in an interview: 
&ong-based Far Eastern Economic 
Review, said the UN mission had | 
lerstand the urgency of resolving 
blem of the Vietnamese settlers w! 
> part of the Vietnamese occupati ; 
1 to swallow Cambodia." 
he D Ronge contol 















Bangkok Post 


weet Nu LOW 
.usive presence in their zone until 5; 
very last minute before the electioi 
That way they can ensure modest e 

'uccess.' 

While agreeing the Khmer Rouge 

id political organisation is less thz 
e eye, UN officials are divided on 
respond to their intransigence. — | 
General Sanderson is said to beliey 

istead of pushing them into a co 
‘the Khmer Rouge should be give 
come back to the UN peace pro 
Far Easte n Economic Revie’ 




















The best testimonials ie: a publication’ B authority à are dhade 
— by its readers, including editors of respected news media 
who trust it enough to make it. a source for their. news. 


Wwe e Aaaah has been developed à hi i d 
gion} will be. he sole; lacen 


leading regional magazine 


direct threat of a ac 


ween powerless to prevent. 







au Vietnamese in Cambo‘ 














‘ambodian figure. 
1amese settlers which the 


went. by Charles Twining, 
worst nightmare would be 
rhe Mekong River. 
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Reuters News Service 


aS INuwswuying its terror campai, 


. gainst Vietnamese civilians in Can’ 
The Far Eastern Economic Review 
Eum 'eged i in its latest edition that the Ky 
 ouge killed at least seven villagers 
attacks on April 28 and May 14 in; 











ishing hamlet in the central Camb? 
rovince of Kompong Chhang. — ; 
The civilian victims crime was be 
of Vietnamese origin," it said. 
According to the magazine, the ? 
zks indicated that the Khmer Rc 
ned to use e Vietnamese-baiting 

lock.UN efforts tox 
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oreparing the grou 
x a scheme intended to in ease the coun- 
ry's electricity output ap to a quarter. 
Jut the US$1.5 billion project is breaking 
round in another way that could: help 
xuntries in and beyond Asia overcome 
xrowing infrastructure bottlenecks. 

The radical novelty of the Hub River 
»ower project lies in the financial arrange- 
nents for the scheme, by tapping private 
sources of money for what has tradition- 
illy been the public-sector domain of 
»ower supply. And it attempts to over- 
some the problems of securing and repay- 
ng foreign loans for a project which earns 
only local curren 

John Blackton, the Pakistan director of 
he US Agency for International Develop- 
nent calls it a “make or break” test for this 
ype of project in the developing world. If 
t succeeds, it would encourage other such 
ichemes elsewhere to bring the private sec- 
or into the financing of public infrastruc- 
ure. Ebrahim Elwan, private-sector 
nvestment manager for the World 
Jank in Pakistan, says it is "a blue- 
arint” for developing countries. 

< The Hub River scheme is the 
argest project of its kind ever un- - 
taken. According to the arrange- 
a group of private companies 
uild the power station. i0 
bien e of bcn fo 4 850. - | 




















il ppines: nain southern China. 
: ver, these cases have adopted the 
'build, operate and transfer" model, 
whereby they are eventually handed over 
o the government. The Hub River project 
remain privately owned. 
he scheme is the "most complex piece 
pd financing in any developing 
i Ramer to an nn of the 
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for electricity is likely to increase by 12% a 
year, compared with 7% during the 1980s. 
Among developing countries, electric 
power is mainly supplied by public utili- 
ties, and governments “may not be able to 
raise the necessary capital” to supply fu- 
ture power needs, the IFC warns. 

Private-sector involvement in electric 
power is not new; nearly half of Indone- 
sia's electricity is generated by small "cap- 
tive" private plants. But it is more efficient 
to generate electricity in large plants and to 
supply consumers via public grids. 

This is why the Hub River project, lo- 
cated 65 kilometres north of Pakistan's 
business capital of Karachi, is so important. 
The private sector is involved in supplying 
the money for both the US$324 million of 
equity for the scheme and the US$1.2 bil- 

















Power for the people 





lion of loans, including a 
substantial quantity of 
foreign borrowings. 

Xenol Industries of Saudi Arabia is the 
overall sponsor for the project, while 
Japanese trading house Mitsui & Co. leads 
a consortium of project builders. US, Ital- 
ian, French and Japanese firms will pro- 
vide equipment for, and supervise, the 
project, while British Electricity Interna- 
tional, a subsidiary of British utility Na- 
tional Power, will operate and maintain it. 

The equity portion of the project com- 
prises US$127 million to be put up by a 
consortium led by Xenol. Another US$107 
million will be raised through the public 
sale of convertible bonds. And a further 
US$90 million will come from other over- 
seas investors. 

Sources close to the project say that it 
aims to sell electricity at Rs 1.36 (5.4 US 
cents) per kilowatt-hour for the first 12 
years of supply and at Rs 0.94 per kilo- 
















































watt-hour for the remaining 18 years. This 
price is considerably higher than the cur- 
rent cost of producing thermal electrici 
by the state utility, which averages Rs 0.7 
per kilowatt-hour. But the average price fo 
electricity in the OECD is higher — 8 U 
cents per kilowatt-hour in 1988. 
The financing structure is particularl 
innovative. This is designed so that com 
mercial lenders supply money against th 
revenue stream of the project rather tha 
against the balance sheet of the Pakis à 
Government. It involves some US$600 
lion of commercial loans and US$400 m 
lion of special funds from the World Bani 
plus Japanese, US, French and Italian offi 
cial concessional loans and grants. The re- 
maining US$500 million will come from 
Pakistani lenders. : 
Unlike the traditional "sovereign risk” 
project, in which the host government 
guarantees the foreign loans, the lenders 
take on the "project" risk if, say, costs rise 
because of construction delays. The sover- 
eign risk is limited to government guaran- 
tees against changes in, say, foreign-ex- 
change rates and electricity charges. 
The World Bank is guaranteeing the 
availability of foreign exchange to service: 
the debt on behalf of the firms holding - 
equity in the project. Sufficient foreign ex- 
change to service external debts will be . 
placed by the World Bank in an escrow _ 
account, but the intention is that Pakistan | 
should earn enough foreign exchange an- - 
nually from exports to service the foreign _ 
loans on the project. e 
Countries such as Pakistan could not. 
normally hope to borrow commercial | 
money for anything like the 12-15 years in 
which the project is expected to pay off its _ 
debts. The escrow account and the World 
Bank guarantee provide a form of security — 
for lenders. And this will enable the matu- 
rity of the loans to match a realistic pay- 
back schedule. 
This should help overcome a major con- - 
straint on such schemes for anything other < 
than telecommunications projects wher 
part of the revenues are earned in foreign 
currency. For power and transport projects 
in developing countries, it is a different 
story. 
The IFC estimates that electric-power 
projects in the developing world as a whole 
will require nearly US$40 billion a year of. 
foreign-currency financing in the 1990s. So 
the Hub River project will be carefully 
monitored to see whether its lessons can. 
be applied elsewhere. The only limitation — 
on doing so is the sheer complexity of such- 
projects, say officials of the World Bank 
and of the Asian Development Bank. E 
If the Hub River project succeeds, it will 
be a blessing for Pakistan. Karachi urgent! 
needs an additional 1,400 megawatts. f 
new electricity capacity, while the country _ 
as a whole loses millions of US dollars a 
year because of power blackouts. | " 
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Japan debates bank rescue plan 


plan aimed at reducing the huge 
AS amount of problem real-estate loans 

held by Japanese banks is stalling 
even as it gets off the ground. 

“It’s sort of like the Spruce Goose,” says 
James Capel analyst Brian Waterhouse, 
referring to billionaire Howard Hughes' 
giant aircraft that lifted off only briefly. 
“If it ever flies, it is not going to matter 
much." 

No wonder. The proposal for a tax- 
payer-funded bailout has gone nowhere 


. because of a lack of public support. As a 


result, the banks say they will rely on their 
own resources. But that may not amount 
to much. 

In August, Japan's Ministry of Finance 
and senior bankers said they favoured 
setting up a giant, quasi-public company 
that would buy real estate held by banks 
as collateral against their non-perform- 
ing loans. In addition to NEPRE ini 
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lenders by allowing them to write off 
delinquencies, the scheme was intended 
to create liquidity in the property market. 
In early September, Mitsubishi Bank, 
Industrial Bank of Japan and Sumitomo 
Trust & Banking were asked to produce a 
plan for the company by the end of the 
year. 

Their task is extraordinarily complex. 
Brokerage estimates of loans held by finan- 
cial institutions on which no interest is be- 
ing paid are in the range of ¥20-30 trillion 
(as much as US$252 billion). 

These troubled loans are unevenly dis- 
tributed; trust banks and housing-loan 
companies backed by the long-term credit 
banks are in the worst shape, while the so- 
called city banks, such as Mitsubishi, have 
the least cluttered balance sheets. Addition- 
ally, most of the property held as collateral 
is encumbered by multiple claims, raising 
all sorts of sticky regulatory and legal ques- 
tions. 

At first, the banks EHE to dbi direct 
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government funding for the new company 
and attempted to influence discussions on 
the proposal by announcing such gestures 
as cuts in directors’ salaries and in 
perquisites, such as first-class airfare. 
Prime Minister Kiichi Miyazawa backed 
the idea of public support for the com- 
pany on at least two occasions in early 
September. 

Since then, however, the ruling Liberal 
Democratic Party has been preoccupied 
with a monev-for-favours scandal that 
has hurt its popularity. Politicians are 
afraid of antagonising the public by back- 
ing a taxpayer-funded bailout; many 
people blame the banks for driving up real- 
estate prices to stratospheric levels during 
the 1980s. 

Mitsubishi Bank chairman Tsuneo 
Wakai indicated on 30 September that dis- 
cussions on this point had come to a dead 
end for the time being. The banks, he said, 
would rely on their own resources to fund 
the company. 

Some analysts view Wakai's move as 
tactical, but the pressure on bank balance 
sheets. appears to have decreased since 
August, lending less urgency to the need 
for a comprehensive bailout. 

The partial recovery of the Tokyo Stock 
Exchange has helped a lot. All of Japan's 
major banks apparently met Bank for 
International Settlements prudential re- 


quirements at the close of the fiscal first 
half on 30 September. A month earlier, 


5% lower, 
come up 


when the stockmarket was 
most of the banks would have 
short. 

It also appears increasingly clear that 
bank profitability is being restored gradu- 
allv as a result of interest-rate cuts engi- 
neered by the Bank of fapan over the last 
15 months. Most analysts expect the cen- 
tral bank to cut rates again in coming 
weeks. 

“If they lower interest rates 50 basis 
points, that would help the banks more 
than any injection of public money into the 
special purpose company," says Goldman 
Sachs analyst David Atkinson. 

Now that the prospect of taxpayer 
manna has dimmed, say bankers involved 
in the discussions, the knives have come 
out in talks about burden-sharing. "Most 
of the city banks and the first-tier regional 
banks can take care of their problems on 
their own," says one city banker. "We don't 
particularly want to be drawn into the 
mess." 

The plan being discussed among the 
three lead lenders calls for banks to take 
control of real-estate collateral on troubled 
loans and to sell it to the new company at a 
discount to its book value. The bank sell- 
ing the property would provide the loan to 
the company to effect the purchase and 


would remain a for the cost 
carrying the property and of indemnifying. 
the company against any eventual loss on: 
disposal. 

The benefit to a bank of selling its 
property to the new company will be an 
immediate ability to charge off the value: 
of the loan against its earnings. Negotia-. 
tions are now under way with the Minis- 
try of Finance to win more lenient tax 
treatment on non-performing loans. Cur- 
rent ministry regulations make it difficult. 
for a bank to take a tax credit against non- 
performing loans in excess of 0.3% of its 
total assets. 

“The idea that you can control the 
write-down and gain a tax advantage from 
it on your own initiative is the only attrac- 
tive aspect of the scheme for the healthier 
banks," says a source at a long-term credit 
bank. "Otherwise there is no direct benefit 
in taking part.” 

All banks that participate, the source 
notes, will probably have to contribute ad- 
ditional funds to provide the new company 
with a revenue base until it begins selling 
the land. 

Analysts say it looks increasingly likely - 
that the new company will be relatively `: 
small in size, buying assets worth less than 
Y5 trillion. If that is the case, says James .: 
Capel's Waterhouse, “it will only take care ~ 
of a fraction of the problem." a 


k 0; : et a claboue € on its s plans while le the —HKSD 
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echnology has transformed the 
lives of the hard-of-hearing by 
making it possible to produce 
: L lightweight, sensitive hearing 
x aids. But what of the profoundly deaf — 
- | people who have little or no hearing abil- 

ity? Because hearing aids merely amplify 
sound, they are no use to people whose 
auditory sensors — the nerve cells which 
convert sound into messages to the brain 
|| have been destroyed or damaged by 
2 n or disease. 

< For 25 years, scientists have been work- 
ing on ways to make up for this loss by 
surgically implanting electronic devices in 
the ear. US multinational 3M Corp. mar- 
keted an implant in 1984, but it 
could convey only sounds, not 
speech. Now an Australian 
company, Cochlear, is making 
strides with a much more 
sophisticated device that com- 
manded 90% of the world mar- 
ket for such implants in 1991. 
Its business is set to grow even 
bigger with the approval, 
granted last year, of an import 
licence in Japan. 
Cochlear was formed in 
:1981 to commercialise technol- 
ogy developed at the Univer- 
sity of Melbourne. The Sydney- 
based company has since been 
"absorbed into Pacific Dunlop, 
one of Australia's largest con- 
glomerates. 
The profoundly deaf, the 
| [people whom Cochlear's de- 

| vice is intended to help, fall into 
two, roughly equally sized, cat- 
-egories. One consists of people 
born without the ability to hear. 
' other is made up of people who lose 
it hearing through illness — meningitis 
‘mumps are the two most common 
's — or from an accident. 
Cochlear takes its name from the 
cochlea, a spiral tube about the size of a 
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| brain. In people with. normal hearing, 
sounds travel from the outer ear (the vis- 
| ible part) to the ear drum, causing it and 
| three little bones to vibrate. The vibrations 
-are transmitted through a tiny membrane 
to fluid in the cochlea. As the fluid moves, 
it disturbs thousands of microscopic hairs 
in the cochlea, triggering sensory cells that 
roduce electrical impulses. 

The Australian device takes advantage 
' of the fact that the nerve fibres connected 











RESEARCH. 


| How one form of 
implant relays soun 
 tothe brain. 


2. Speech processor: 

An external device that 
converts the electrical 
impulses into a sound 
code which is sent to the 
transmitter 


| pea. This is the part of the ear which con- . 
! verts sounds to electrical signals to the 


to the cochlea are like piano. strings, eich 
tuned to a different pitch. If the fibres are 
stimulated at different locations, patients Pu 
can discriminate between different pitches, 


words as well as sounds. 

Cochlear's product consists of five parts. 
A directional microphone sits behind the 
ear, where it picks up sounds and sends 
them to a speech processor. This is àn ex- 
ternally worn device about the size of a 
personal stereo that filters the sound and 
converts it into codes representing pitch 
and intensity. 

These codes are then sent to a transmit- 
ter which relays them rougo: the skin to a 


The artificial ear 





$ Sound (air vibrations) is 


d 5. — 
intended to stimulate 


3. Transmitter: 

An external device 
- that relays the code 
: through the skin to 

the implanted à 

receiver/stimulator | 4 


receiver surgically implanted in the bone 
behind the ear. The receiver changes the 
codes into electrical signals which it sends 
to 22 tiny electrodes mounted along a thin 
wire inserted in the cochlea. These signals 
stimulate the nerve fibres connected to the 


_brain. 


Cochlear began marketing its system in 
the US in 1985 and the implant now costs 
about US$15,000. Last vear, worldwide 
sales amounted to US$30 million. 

While the success of the implant varies 
depending on the severity of hearing dam- 
age, over half of Cochlear’s more than 6,000 
users worldwide are able to use a tele- 
phone. That does not mean they can hear 
normally, however. Many implant users 
who once were able to hear normally say 
the sounds resemble a computer-generated 


-= Cochlear is ` 


A Microphone: l 


M. converted to electrical energy that 
, is y sent to the pone processor 


= hearing-nerve fibres and 
allow the brain to recognise 
the impulses as sound. 


| 4. Receiver/Stimulator: 
= Converts the sound code to 

| electrical signats that are 
sent to special implanied 
electrodes 










| iderwater “sounc 
orking on ways to make 
smaller, faster transmitting device that ca 


volce Or à 


convey more detailed information. 
thereby enabling them to mi n | 


But no matter how much the implar 


| system is improved, it won't be able to hel 


a small subset of profoundly deaf peopl 
They cannot benefit from an implant b: 
cause they have no remaining hearin 
nerve fibres, a devastating condition whic 
occurs when tumours of the nerve are su 
gically removed. 

Cochlear has been trying to overcorr 
this deficiency by placing electrodes d 
rectly on the surface of the brain. With th 
cooperation of US and German hospital 
it has developed a small roun 
patch on which 20 specially d 
signed electrodes are mounte 
This marks the first time thi 
direct, continuous stimulatio 
of the brain has been a 
tempted. If this year's clinic 
trials are successful, the implai 
could be available comme 
cially within two years. 

Developing the technolog 
however, is only half the batt] 
as Cochlear's experience in Ji 
pan shows. It began applyir 
to the Ministry of Health an 
Welfare for a licence in 1985. E 
1989, it had completed the ne 
essary clinical trials, which he 
to be conducted in Japan. 

Bureaucratic obstacles, c 
the other hand, proved mo 
difficult. However, realisir 
that the Health Ministry relic 
heavily on the advice of seni 
doctors and surgeons, Cochle 
found a way to influence th 
powerful group. 

Many of the older, influential Japane 
ear surgeons had been trained in Europ 
Cochlear exploited this tie to the West I 
urging European physicians familiar wi 
the implant to write to their Japanese « 
leagues in support of the system. The tac! 
worked: Cochlear got its Japanese impc 
licence in early 1991. 

Nearly 150 Japanese have already t 
ceived the implants, although demand 
limited because government health inst 
ance covers only hospital fees — not t 
cost of the implant itself. Cochlear has E 
gun lobbying the Health Ministry to € 
tend its coverage to include reimburseme 
for the implant. It faces a long wait. T 
next date for reimbursement reviews isi 
until April 1994. m Bob Johnsto 
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Governor Chris. : 
Patten's proposals. of. 
"how Hongkong 
should be ruled read 
more like an election 
; manifesto than a 
. blueprint for the remaining years of. 
_ Britain's colonial tenure. Displaying 
_ skills learned as a professional - 
-. politician, Patten sought to regain the 
- political initiative from China that had 
< been largely forfeited by previous 
_... British policy. In doing so, however, 
>. he may have deliberately provoked 
^ Peking by both the substance and 
-style of his first gubernatorial 
- address. Attention has now switched 
(cto China, and how the Peking 
— c. leadership will react to what they can 
-sonly view as a challenge to their 
. , authority. REVIEW correspondents 
assess Patten's opening gambit and 
co China's likely countermoves. They 
< also consider the colony's present and 
.. future role as a financial centre, and 
.. muse on how Hongkong may appear 
five years hence if a series of huge «^ 
- infrastructure projects are = 
^v. implemented. The governor discusses - 
-= his political philosophy inan: = 
~i interview with Editor L. Gordon. 
. '. Crovitz and Arts and Society Editor 
= Frank Ching | 20 .—— 
i AE E photograph by Gerhard Joren. 
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. ^. Wrong Target 
p Having. tried with limited success to 
“guide Japan’ s economy towards a soft . 














own navigational aids are at fault. 
_ Under its inflation-fighting governor 


^ money supply and resisted popular 
— pressure for rapid and deep cuts in 

.— interest rates. Now the bank admits the 
: relationship between its fav red | 










2 d least st temporary d destabilise by | 
| parck ing x for an 


p. T he b : die to be in 
good company — - notably with the US 


~ landing, the Bank of Japan has found its 
; ae ee ds inl | Home and Dry 


. Yasushi Mieno, the central bank targeted — 
residence, if indeed he had ever left. 
Previous reports in the international 


Regional 
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| “Communist Party reiteratos steh v 1 | us 
Deng see s socialist market | pe 
| economics 10 - 


Japan: Kanemaru | Goes- um 
-Bowing to public and. peer pressure, LDP " 
godfather Kanemaru resigns in the wake i 


of his involvement in the Sagawa- 
Kyubin political funding scandal 12 


Indochina: Fulro 
The survivors of the Fulro. 


To ux lowest bidder (12) and i (54) 


Federal Reserve — in dumping 
conventional money supply indicators 
like M2 and M3. However, the bank's 
admission that it may have pursued 
chimerical targets could damage Mieno, 
whom some analysts see as a likely 
scapegoat for Japan's current economic 
and financial woes. 





Former Communist Party of China chief 
Zhao Ziyang is back in his Peking 


media that he had moved were based on 
à visiting academic's impression of a 
sharp decline in police presence around 


 Zhao's plush, traditional courtyard — 
house. But neighbours on Fugiang. (“rich 
and powerful") Lane say that he still has 
a retinue of plainclothes officers hanging . and. 
| EE has not been appointed to the 


around his gate, plus a detail of 
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wn en ed i in Cambodia and 


m. Steel magnate Park Tae Joon's departure 
- fom the ruling party sets off other 

`‘ defections that could split the party in 
the pin upt to December’ s presidential 
on .. polis 15. | 


Asean: Silver Jubilee 
- Elder statesmen and other delegates to 


the 25th anniversary celebrations in 


< Kuala Lumpur air their misgivings 
about the direction member states are 


taking on key issues, such as dialogue 


Montagnard guerilla army lay. = B v. wih China 16 





uniformed police manning the pillbox at 
the corner. His mirrored Toyota 
limousine still frequently forays out, 
while a steady stream of visitors 
continues to pay court. 


Politically Challenged 
Vietnamese Premier Vo Van Kiet is 
under mounting pressure from the 


ruling communist party only a few 
weeks after being re-elected to head the 


government. During his acceptance 
speech, Kiet talked eight times of 
"challenges facing his cabinet," which 


. Observers understood as a reference to 
A growing criticism of his performance. 
Former party chief Nguyen Van Linh, a 
o long-time ally of the premier, recently 
| complained openly in a meeting with 
- officials in Ho Chi Minh City that Kiet 


d his wife had become corrupt. 
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: om the Age of AR iet. are 
g gallery walls in Canberra. The 
exhibition is on loan from the National 
Museum of Cambodia 32 













South. Korea: Companies 
Pohang Iron & Steel is facing big 
challenges. The firm has a new 
chairman, markets are eak and 
analysts 





Philippines: Ménagimict 
The Asian Institute of Management 


politburo's standing committee — 
which includes party chief Do Muoi, 
President Le Duc Anh and ideology 
chief Dao Duy Tung — effectively 
locking him out of the most important 
decisions. 

Bay of Storms 

There is confusion in Manila over how 
to deal with proposals to grant the US 
military access to the Subic Bay naval 
base, and particularly the adjoining Cubi 
Point airfield, after the Americans 
complete their withdrawal on 24 | 
November. The Armed Forces of the 
Philippines (AFP) and the Foreign Affairs 
Department want an access agreement, 
partly as a means of ensuring future US 
assistance — though Washington has 
refused to even make a proposal for 
such an accord. President Fidel Ramos 
has been trying to evade the issue as he 
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Japan-China: Economic Relations 
“Japanese companies have caught the 

-; China bug as the business sectors in 
: both countries find that they 
-complement each other 52 


Japan: Banking 

Bank of Tokyo runs into problems big 
to syndicate a jumbo loan for the Bank 
of China 52 


Japan: Markets 

Art investors fear that Japanese 
collectors could begin a huge sell-off 
because of the country's economic 


* slowdown. But in Hongkong and 


Taiwan, galleries are booming as the 
newly rich flock to buy 54 
New capitals of art 55 


US-China: Trade 


-Peking and Washington avert a trade 


war over the US threat to slap Section 
301 penalties on Chinese goods. Now 
China expects the US to support its Gatt 
application — à move that would also 


fears his support will anger nationalist 
groups and worsen his relations with the 
Philippine Senate — most of whose 
members voted against the extension of 
the bases treaty last year. The situation 
is further complicated by. powerful Subic 
Bay Metropolitan Authority 
administrator Richard Gordon, who. 
does not want any AFP involvement in 
Subic. The AFP has also told Ramos that | 
if they are not given control of Cubi, 
they will lose about US$5 million worth, 
of communications and radar systems as 
US law stipulates such equipment can 
only be turned over to the military. 


Clinton’s Asia Hand 

Were Bill Clinton to win the US 
presidency, one indication of his policy 
towards Asia may be gleaned by those 
he has selected to advise him. Clinton’s 
principal foreign policy adviser, 
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Anthony Lake, has a long association 
with the region. In 1970, Lake resigned .— 
from his position as director of the State. 
Department's policy planning office in 
protest against the US invasion of 
Cambodia and went into academic life. 
In January 1984, he visited Cambodia 
and Vietnam, and i in a subsequent 
magazine article called for Western 
pressure to remove Pol Pot from the 
Khmer Rouge leadership — something 
that is yet to happen. He also called for . 
pressure to be exerted on Hanoi to 
resolve the issue of American 
servicemen missing in action (MIA) 
during the Vietnam War. However, he 
cautioned that accounting for the MIAS 
should not be made a pre-condition for 
the US normalising ties with Vietnam. 
"Such a position," he then wrote, d 
encourages the Vietnamese to see it as a 
bargaining point." 
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Jiang cited Deng 13 times in his keynote address — Mao got 11. 
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Dengism enshrined 


The image of China’s paramount leader dominates the 14th party 
congress. But the choice of his successor remains as much of a 


mystery as ever. 


By Lincoln Kaye in Peking 


ven as the week-long 14th Con- 

gress of the Chinese Commu- 

nist Party (CCP) got underway, 

China watchers were still debat- 
ing who will be elevated to the pinnacles 
of power. 

But one promotion is already clear: the 
apotheosis of paramount leader Deng 
Xiaoping, 88, to join Marx, Lenin and Mao 
Zedong in the communist pantheon. 

The "penetrating . . . scientific . . . bril- 
liant" Deng was cited 13 times in CCP Gen- 
eral Secretary Jiang Zemin's three-hour 
keynote address at the congress, against 
just 11 mentions for Mao. Belying rumours 
of his failing health, Deng accepted an in- 
vitation to personally appear at the con- 
gress and receive the adulation of its 1,989 
delegates. He failed to show up at the 
opening session, but was tipped to drop in 
later in the week. His daughter, a delegate, 
said he is in robust health. 

Deng's face beams from billboards in 
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the heart of the capital and his name is 
emblazoned on banners and bunting. 
Bookstores now stock a fresh re-issue of 
his fully annotated collected works. His 
pragmatic, eclectic grab-bag of economic 
policies have been construed into a dogma 
dubbed "socialist market economics" and 
repeatedly invoked at the congress. 

Yet Deng shows weakness, not strength, 
by assuming the trappings of a Mao-style 
personality cult — something he had al- 
ways before avoided throughout his 14- 
year reign as China's post-Mao kingpin. 
Two of his hand-picked successors, CCP 
general secretaries Hu Yaobang and Zhao 
Ziyang, have already fallen prey to the 
long knives of Deng's hardline Stalinist fac- 
tional rivals. 

With no convincing heir apparent left 
to act as his proxy, Deng has had to hit the 
campaign trail himself, with fleeting per- 
sonal appearances over the last 10 months 
in the export enclaves of south China, the 
industrial hub of Shanghai and a model 
state-run steel mill in Peking. His reformist 
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aphorisms on these outings have been end- 
lessly replayed in official media. Now they 
are embroidered into Jiang’s keynote 
speech. 

But only by relying on his personal 
prestige could Deng assure that his reform- 
ist policy line and his technocratic proteges 
would prevail at the current congress. 
"Who knows," a diplomat wonders, "if 
they can outlast Deng and remain ascend- 
ent until the next congress," in the fateful 
year of 1997? 

To assure that they do, the current con- 
clave will alter the communist party's 
charter to enshrine economic development 
as the party's core objective. It will also 
eliminate the Central Advisory Commis- 
sion, a hotbed of Stalinist die-hards — 
who had been Deng's allies after Mao's 
disastrous Great Leap Forward of the late 
1950s and the subsequent decade of the 
Cultural Revolution — but who now fear 
his breakneck programme of economic de- 
control. 

These behind-the-scenes gerontocrats, 
however, can still vie with Deng to get 
their own candidates named to posts in 
the government, the regions and the three 
concentric circles of topmost CCP power: 
the central committee, the politburo and 
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Whether in a Derig like bid to exorcise 
the "ghost" or a hardline bid to deliber- 
ately invoke it, a vote on the eve of the 
current congress foreclosed any possibility 
of Zhao's early rehabilitation. | 

The party's central committee decided 
to uphold its 1989 verdict that the ousted 
general secretary had ^. supported. the tur- 
moil [the communist. epithet for the 
Tiananmen demonstrations. of May-June 
during that year] and split the party.” Zhao 
will retain his party membership, however, 
and will not be criminally charged. 

The finalisation of the Zhao verdict un- 
ambiguously signals the ground rules for 
Chinese polity in the wake of the latest con- 
gress: market-oriented economic reform is 
in, but pluralistic political reform is still out 
of the question. 

So Jiang, in his keynote address, reiter- 
ated all the old criticisms against “peaceful 
evolution” and. “liberalism.” When the 
communist party advocates "democracy," 
ne stressed, it means "absolutely not a 
Western, multi-party, parliamentary sys- 
tem.” As for human rights, it is “a matter 
within the sphere of sovereignty" of China, 
and thus should not be subject to outside 
interference. 

‘Nevertheless, the speech pledged to 
"dear up and widen . . . channels for intra- 
party. democracy," tackle corruption and 
oureaucratism within the ranks and sub- 
ect the CCP to "supervision" both from "in- 
side and outside the party." 
| Jiang's speech devoted 25 of its 57 pages 
y far the biggest single block — to a 
! - elaboration of the party's eco- 
riorities. He scaled back the annual 
vth targets to 8-9%. That is signifi- 
less than the double-digit increases 
ted by Deng, though still ahead of 
he rstwhile Five Year Plan target of 6% 
oce endorsed by the dour premier, Li 
eng — who has since recanted and ap- 
ears to have wholeheartedly embraced 
he patriarch's line. 

China's GNP grew by 12% in 1992. "The 
typed up growth targets of the past year 
ave already served their purpose,” says 
m economist at a government think tank. 
They have generated enough national 
5bullience to carry Deng through the con- 
ress and make reform look irreversible. 
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overheating and inflation." 

Still, the keynote speech remained com- 
mitted to markets, urging that they be ex- 
panded to embrace "bonds, stocks . . . tech- 
nology, labour, information [and] real es- 
tate, so as to form an integrated national 
market system open to all." Shareholding 
will "help promote the separation of the 
functions of government from those of en- 
terprises." 

The public sector — defined to include 
the huge grey area of "collective" enter- 
prises — will remain “predominant,” but 
must compete “in the market on an equal 
footing." 

China should “widen differences in per- 
sonal income" and allow "efficient enter- 
prises [to] prosper [while] inefficient ones 
will be eliminated,” Jiang said. 

Such language provides a charter for 
arch-technocrat Zhu Rongji, in his newly 
created super-ministerial role as economic 
overseer, to finally shut down the spate of 
loss-making state enterprises that have sad- 
dled China with burgeoning deficits in re- 
cent years. 
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Only such drastic measures could bri- 
die the inflationary potential of the over- 
heating economy — but at the cost of wide- 
spread joblessness, economists warn. To 
mitigate the pain, Jiang’s speech called for 
expanding the service sector and beefing 
up social welfare systems. If all else fails, 
though, the People's Liberation Army in 
May received a set of internal directives on 
how to deal with restive crowds: first issue 
warnings, next try tear gas, and then shoot 
— but sparingly. 

If it ever comes to that, the orders to 
shoot will probably come from Premier Li 
Peng again, the same man who issued 
them in 1989. Neither he nor the fence- 
straddling Jiang is likely to be dislodged as 
long as the surviving gerontocrats are still 
around. Instead, a retired Chinese journal- 
ist explains, Deng has found it prudent to 
“build around these two eunuchs, " dilut- 
ing their power. 





Now it ds time to start worrying about 








Two new vacancies will likely ope 
on the politburo’s standing committee 
the retirement of old war-horses Yao Yi 
and Song Ping. Tipped to fill the new sik 
are Defence Minister Qin Jiwei and head 
the State Education Commission L; 
Tieying, a relative conservative. E 
An extra seat could be added, bringing 
the standing committee's membership- 
to seven, to accommodate an additional 
formist, possibly Vice-Premier Tian Jiyu 
— who still retains close links to planning 
chief Chen Yun. 
The biggest expansion is expected on 
the politburo, whose membership could. 
jump from the current 14 to over 20. This. 
would offer berths to up-and-comers in... 
three categories: m. 
> Prominent veteran cadres’ offspring, or. D 
“princelings,” like Chen Yun's banker son. | 
Chen Yuan, or former Henan vice-gover- 
nor Liu Yuan, son of the late president un x 
Shaoqi. B 
> Charismatic leaders who have risen 
through the party's mass organisations, _ 
like Tibet party secretary Hu Jintao or 
United Front chief Wang Zhaoguo.- s 




























































> And regional stars like Xie Fei and Wu. 
Bangguo, party secretaries of Canton and 
Shanghai, respectively. 

Jiang could find himself saddled with 
one or possibly two deputy party bosses. 
A candidate for such a post could be the 
inscrutable Qiao Shi, the party's top disci 
plinarian. Believed to be a reforme 
though a protege of conservative Peng 
Zhen, Qiao plays his cards close to the 
chest. He is said to have refused the thank 
less post of the CCP general secretary in the 
wake of the Tiananmen massacre. 

A politburo seat is about as high a party 
promotion as Zhu is likely to secure at the 
current congress, predicts a "princeling" 
who now works for a multinational com- 
pany. 

But that might serve his turn. "With 
takeover battle looming, would you rat 
be a high-powered executive hireling, or 
ae partner of the target firm?” — m 
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JAPAN 


The lost throne 


Kanemaru resignation shakes LDP power structure 





By Robert Delfs in Tokyo 

hin Kanemaru thought he could get 
ta away with it. In early October, to the 

outrage of most people in Japan, he 
“accepted” a ¥200,000 (US$1,666) slap on 
the wrist from the Tokyo Public Prosecu- 
tor's office as punishment for taking an il- 
legal contribution of Y500 million from a 
businessman with close gangster ties. The 
deal also appeared to include keeping his 
seat in parliament, where he leads the most 
powerful faction in the ruling Liberal 
Democratic Party (LDP). 

But this was not to be. Under strong 
public pressure, and suddenly facing criti- 
cism even from members of his own party, 
Kanemaru, 78, privately informed col- 
leagues and aides that he intended to re- 
sign from parliament. 

The last straw apparently came when 
Construction Minister Taku Yamasaki, in a 
speech delivered in Kobe, became the first 
cabinet member to call publicly for 
Kanemaru's resignation. "It is outrageous 
that Kanemaru has had ties with a crime 
syndicate," Yamasaki said, referring to well 
documented evidence of close links be- 
tween Sagawa Kyubin, the trucking com- 
pany that provided the illegal funds, and a 
Tokyo gangster organisation. "At a time 
when the police are cracking down on mob 
groups . . . Kanemaru's ethical responsibil- 
ity is inescapable.” 

A nationwide telephone survey con- 
ducted by Kyodo News Agency in early 
October indicated that roughly 80% of the 
Japanese public thought that Kanemaru 
should resign. The only exceptions ap- 
peared to be in rural areas, where some 
people said the LDP boss had protected col- 
leagues by taking the blame in the funding 
scandal. 

Kanemaru's resignation on 14 October 
means he can evade demands from oppo- 
sition parties that he testify under oath 
when parliament opens on 30 October 
about what he did with the Y500 million. 
But his departure may have implications 
that stretch well beyond the confines of the 
Sagawa Kyubin scandal itself. In particular 
it could touch off a succession struggle 
within the 111-strong Takeshita faction, 
which is headed by Kanemaru. 

The future stability of the Takeshita fac- 
tion could be of vital concern — not just to 
its own members but to the general public 
— since the faction effectively calls the 
shots within the LDP. Indeed, some observ- 
ers see the faction as Japan's real ruling 
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party, assigning the role of junior partners 
in the ruling "coalition" to lesser factions. 
These include the 74-member group 
headed by Prime Minister Kiichi Miya- 
zawa and Foreign Minister Michio Wata- 
nabe's 69-strong faction. 

The sheer size of the Takeshita faction 
is one justification for this view. With its 
own parliamentary strength enhanced by 
virtual command of the 31-member 
Komoto faction of former prime minister 
Toshiki Kaifu, the Takeshita grouping cur- 
rently controls over one third of the LDP’s 
total seats. The Takeshita group's links to 
the construction and banking industries 
have also made it the wealthiest faction. 

Like its predecessor, the super-faction 
once controlled by former prime minister 
Kakuei Tanaka, the Ta- 
keshita faction has the fi- 
nal say in picking prime 
ministers and in allocat- 
ing other cabinet posts, 
while reserving key 
party positions for its 
own members. This 
gives it a deciding vote 
on many domestic and 
international issues. 

Although no longer 
actively involved in the 
day-to-day affairs of the 
Takeshita faction, Kane- 
maru is known to have 
retained the final say in 
personnel decisions and 
in the control of factional 
funds. Indeed, his ties 
with Sagawa Kyubin 
were designed to help 
him to fund the election 
expenses of faction members. 

Under his own earlier plans for a 
phased retirement from politics, Kanemaru 
would have continued playing both of 
these roles at least until Japan's next gen- 
eral election, which is due to be held by 
early 1994 at the latest. But the Sagawa 
Kyubin affair seems likely to force an early, 
and less orderly, transfer of power. Kane- 
maru's nominee for chairmanship of the 
Takeshita faction, former LDP secretary- 
general Ichiro Ozawa, has already been 
groomed for the job. He has been the act- 


ing chairman since April 1991. But the fac- 


tion's small but vocal anti-Ozawa bloc can 
now be expected to cause trouble. “Kane- 
maru is no longer in a position to insist 
that other members of the faction accept 
Ozawa as the new leader," explains Moto 
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Ozawa: leadership rivals. 


Shiina, an LDP member who does not be- 
long to any faction. "If Ozawa still wants 
it, he'll have to fight for it on his own." 

Signs of impending trouble within the 
Takeshita faction emerged on 12 October 
when a meeting of faction leaders, called 
to consider problems created by the Saga- 
wa Kyubin affair, named former finance 
minister Ryutaro Hashimoto and former 
LDP secretary-general Keizo Obuchi as 
deputy faction chairmen. 

Hashimoto, the only Takeshita faction 
member who has openly criticised Kane- 
maru, and Obuchi are both Ozawa rivals. 
Another Ozawa opponent is Seiroku Kaji- 
yama, chairman of the LDP Parliamentary 
Affairs Committee and a major force in the 
party's central decisionmaking machinery. 
All three, like Ozawa himself, are among 
the so-called Nana Bugyoo, or Seven Lieu- 
tenants, who have been regarded as key 
leaders since the formation of the Takeshita 
faction out of the earlier Tanaka faction in 
early 1987. 

Ozawa's succession also represents a 
threat to the powerful “shadow shogun” 
role that former prime minister Noboru 
Takeshita has continued 
to play within the fac- 
tion that bears his name. 
In a meeting with other 
faction members last 
week, Ozawa reportedly 
slammed Takeshita for 
leaving Kanemaru to 
take the sole blame for 
the Sagawa affair. 

Ozawa's critics see 
him as a captive of the 
same traditional money 
politics that he is now 
ostensibly committed to 
overthrow. But his sup- 
porters claim he has al- 
ready shown more vi- 
sion than most LDP lead- 
ers of his generation in 
the way he has ad- 
dressed key domestic is- 
sues. One of his main 
interests appears to be the reform of Ja- 
pan's electoral constituency system in or- 
der to root out the “money politics" associ- 
ated with the existing multi-seat constitu- 
ency system. 

Ozawa, like many of his rivals, repre- 
sents a new generation of Japanese leaders 
who came to adulthood after World War 
II. As such, his political and cultural values 
are strikingly different from those of the 
wartime generation of leaders who still 
dominate Japanese politics. Yet his ap- 
pointment as factional leader could also be 
seen as a perpetuation of the traditions of 
political corruption associated with 
Kanemaru. For this reason, the Takeshita 
faction's leadership struggle goes to the 
heart of the problem of credibility now fac- 
ing the ruling party. * 
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INDOCHINA 


Farewell to arms 


Montagnard rebels prepare for US exile 


By Nate Thayer in Phnom Penh 


ove all, trust a few, do wrong to 

| none, that is how I think." Quoting 

Abraham Lincoln, a soldier in the 

last army to stop fighting the Vietnam War 

summed up his credo over a jungle camp- 

fire the night before he and his fellow fight- 

ers turned in their weapons to end a strug- 

gle the rest of the world barely knew had 
happened. 

After 28 years of incessant warfare that 
had cost the lives of hundreds of thousands 
of their Montagnard highland people, the 
military command of the United Front for 
the Liberation of Oppressed Races — 
known by its French acronym Fulro — fi- 
nally gave up its fight against Hanoi after 
being convinced that no foreign power was 
willing to rearm them. 

After a recent meeting held in their jun- 
gle base in Cambodia's remote northeast- 
ern Mondolkiri province with Pierre 
K'Briuh, a Fulro leader living in the US, 
guerilla commander Y Peng Ayun agreed 
to surrender their arms to the UN and 
leave Indochina for exile in the US. 

"This is the end of this chapter of the 
struggle," said K'Briuh, who came to Cam- 
bodia after learning from the REVIEW that 
his compatriots had been located in the re- 
mote Khmer Rouge controlled forests near 
the Vietnamese border. 

He said the Montagnard leadership 
who escaped to live in the West had lost all 
contact with Fulro combatants since 1980. 
"We were searching for them ever since 
but until your phone call we did not know 
where they were," he told the REVIEW. 

Fulro guerillas have watched the defeat 

of French, American and South Vietnam- 
ese armies during their fight for an autono- 
mous homeland for the Montagnard mi- 
norities of the Central Highlands of Viet- 
nam. 
They officially launched their guerilla 
war in 1964, and since then virtually all 
their leaders have been executed, exiled or 
<illed in battle. They were forced from 
Vietnam in 1979 after running low on am- 
munition and retreated to their Mondolkiri 
sanctuary. Earlier this year they fell out 
with the Khmer Rouge, were attacked by 
soldiers of the Vietnamese-installed Hun 
sen government and tried to continue their 
-ampaign against Hanoi's troops over the 
»order. In June, they made their first 
»ontact with Westerners since 1975 when 
JN Transitional Authority in Cambodia 
Untac) personnel arrived in their area. 
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Untac initially told Fulro that its pres- 
ence in Cambodia violated the UN-brok- 
ered peace agreement as it was a non-Cam- 
bodian fighting force. Under the circum- 
stances, and facing the prospect of having 
to return to Vietnam, the Montagnards 
agreed they had no choice but to give up 
the fight if they were given sanctuary in 
the US. 

On 10 October, 398 Fulro combatants 
and their families officially handed over 
their weapons to the UN High Commis- 
sion for Refugees at their jungle headquar- 
ters and were flown by helicopter to 
Phnom Penh, where they were placed un- 
der the protection of UN troops. 

The Montagnards fought alongside US 
troops during the Vietnam War, before 
beginning their own campaign after the US 
withdrawal in 1975. One American diplo- 
mat in the Cambodian capital said the US 


Fulro guerilla surrenders his weapon to the UN. 


authorities had been "cutting corners left 
and right to expedite their going to the US. 
It is almost unheard of." 

He said the expedited acceptance of the 
refugees was motivated by a "moral re- 
sponsibility" that the US had to the Fulro 
fighters. The group is expected to be reset- 
tled in North Carolina, near the home base 
of the US army special forces who worked 
closely with the Montagnards in the Cen- 
tral Highlands prior to 1975. 

In interviews with the REVIEW at their 
headquarters in early October, Fulro lead- 
ers said US officials had promised them 
continued covert arms and supplies in the 
waning days of April 1975, and urged 
them to continue to fight. But the aid never 
arrived and the Fulro combatants were 
slaughtered as their ammunition ran out. 
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Fulro had 10,000 troops under arms in 
1975, but more than 8,000 have since been 
captured or killed. 

Fulro's most powerful weapon in its 
arsenal of captured Chinese or former So- 
viet assault rifles and leftover US arms was 
the US M79 grenade launcher. When the 
Montagnards ceremonially turned over 
their weapons to Untac soldiers, they had 
four M79s and four grenades left. 

"We are very sad about leaving here," 
Ayun said at his rear base sanctuary, 30 
kilometres from the Vietnamese border. 
"We do not want to go to a free nation, but 
we have no choice now. It is my responsi- 
bility to help my people who have suffered 
terribly under the Vietnamese communists. 
We will become refugees now, but we will 
never give up our struggle to liberate our 
Montagnard nation from the Vietnamese 
communists. We will come back when we 
can get assistance from the free countries 
because it is our duty." 

Y Bhong Rcam, 47, speaking the night 
before the Untac helicopters arrived and 
Fulro fighters abandoned the base that had 
been their home for more than 13 years, 
said: "I have been in the jungle more than 
20 years already. It has been very hard 
duty, and many of us have died, so it is 





very sad to go to America. I can only worry 
about my country now. How can I save 
my people? I do not want to stop my re- 
sponsibility, | have to sacrifice my life for 
the Montagnard people and nation." 
Before they finally left their camps, the 
Fulro combatants held Christian ceremo- 
nies and slaughtered all their remaining 
chickens. “We must pay respect to the jun- 
gle before we leave, because the jungle has 
been our friend," Col Y Hinnie said. 
Hinnie added: "We get everything from 
the jungle — food, medicine. It has pro- 
tected us and fed us for so long. It will be 
very sad to leave here, but it is only for a 
short time until we can get guns from the 
free countries. And when the Cambodia 
situation is better, we will come back to 
carry out our duty to free our people." m 
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VIETNAM 

Talks on US ties 
Vietnamese Foreign Minister 
Nguyen Manh Cam held talks 


on 8 October on the 
normalisation of US-Vietnam 


ties with US Defence Secretary 


Dick Cheney and Acting 
Secretary of State Lawrence 
Eagleburger, the State 
Department announced. No 
details were given. Cam was 
in New York for the UN 
General Assembly. The US 
links the establishing of ties 
with Hanoi to a full 
Vietnamese accounting of US 
servicemen missing in the 
Vietnam War. 





SOUTH KOREA 


Flight records handover 


A government team left for 
Moscow on 12 October to 
collect navigation records of 
the Korean Airlines Boeing 
747 shot down by Soviet 
fighter aircraft over Sakhalin 
Island in 1983. But the 
aircraft's flight recorder is 
unlikely to be handed over, 
South Korean officials said. 
About 270 people died in the 
incident. 


Troop cuts decision 


There will be no reduction in 
the 37,400 US troops in South 
Korea until “uncertainties” 
over North Korea’s nuclear 
weapons programme are 
“thoroughly addressed,” 
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according to an 8 October 
communique following the 
annual meeting between US 
Defence Secretary Dick 
Cheney and South Korea's 
Defence Minister Choi Sae 
Chang. The decision extends a 
moratorium on a planned 
pullout of 6,500 US troops by 
1995, 


Vietnam office opened 


South Korea officially opened 
a liaison office in Vietnam on 
9 October, effectively 
normalising relations 
suspended after communist 
forces won the Vietnam War 
in 1975. Economic ties 
between Vietnam and South 
Korea, which sent troops to 
support the US during the 
war, have increased rapidly 
in recent years. Two-way 
trade, worth US$240 million in 
1991, is expected to double 
this year. South Korean 
companies have received 17 
foreign investment licences 
with a total capital of US$150 
million. 








THAILAND 
Amnesty fears 


The Thai parliament 
unanimously voted on 7 
October to revoke an amnesty 
for all those involved in the 
May anti-government 
demonstrations in Bangkok. 
Gen. Suchinda Kraprayoon 
declared the amnesty before he 
resigned as prime minister on 
24 May. The vote has raised 
the possibility that charges 
may be brought against 
military leaders, including 
Suchinda, seen as responsible 
for the army killing of at least 
52 people during the 
demonstrations. 





PHILIPPINES 


War on kidnappers 

The government's entire 
intelligence community has 
been mobilised to hunt down 
kidnap gangs which have 
been victimising the 
Chinese-Filipino community, 
Jose Almonte, national 





Armed guard for Chinese-Filipino children. 


security adviser to President 
Fidel Ramos, said on 8 
October. Almonte said the 
leaders of two gangs have 
already been captured in the 
operation, which began four 
weeks ago. 





BURMA 
Thai official freed 


Burma on 13 October released 
a Thai district officer and 
pledged to soon free another 
nine low-level Thai officials 
and six villagers seized by 
Burmese authorities in the 
area opposite Mae Hong Son 
province. The incident had 
threatened to upset the 
already testy relations between 
Bangkok and Rangoon. The 10 
officials were taken captive on 
6 October after they entered 
Burma to secure the release of 
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the villagers held since late 
August. 


INDONESIA 


US vote of censure 

The US Congress has passed a 
foreign aid bill which, among 
other provisions, freezes 
US$2.3 million in defence 
training aid to Indonesia in 
protest at the Indonesian army 
killing of 50 separatist 
demonstrators in East Timor 
last November. Congress said 
that it would reconsider lifting 
the freeze if the Indonesian 
military were to spend the 
funds instead on training its 
soldiers on human rights 
principles and providing legal 
redress for civilians prosecuted 
over the Timor incident. 


Army chief visits China 


Armed forces chief Gen. Try 
Sutrisno led a senior military 
delegation on a barely 
publicised official visit to 
Peking on 8-12 October, at the 
invitation of the People’s 
Liberation Army’s chief of 
staff. This is the first military 
visit at this level since 
Indonesia and China resumed 
diplomatic relations in 1990, 
and is considered another 
major step in the 
normalisation of relations. 
Jakarta had broken off 
diplomatic ties in 1967, 
following allegations of 
Peking's involvement in the 
abortive 1965 communist coup 
in Indonesia. 
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SOUTH KOREA 


Park steels for battle 


Resignation threatens party unity 


By Shim Jae Hoon in Seoul 


ark Tae Joon, a legend in his life- 
time as the iron and steel king of 
South Korea, is belatedly discover- 
ng that steering a political party through 
he turbulence of a presidential election 
-ampaign can be a lot harder than running 
1 steel mill. 

His 10 October announcement that he 
s quitting as co-chairman of the ruling 
Jemocratic Liberal Party (DLP) has shocked 
the party and could introduce a new and 
ancertain element into the December presi- 
lential elections. Park, who was until re- 
‘ently chairman of Pohang Iron and Steel 
Jo., the nation's leading integrated steel 
»roducer, told reporters after his move was 
innounced that he had decided that "poli- 
ics was a loss-incurring business" — at 
east compared with his 
other career. 

Park's decision to quit 
he DLP seems to have been 
»rompted by President 
toh Tae Woo's announce- 
nent on 18 September that 
Ye was stepping down as 
vead of the DLP. But 
vhereas Roh ostensibly 
icted in order to stress his 
ieutrality by distancing 
ümself from the ruling 
arty candidate in the 
residential race, Park ap- 
ears to have been influ- 
nced by more personal 
onsiderations. 

Analysts see his resigna- 
ion as an attempt to un- 
lermine support within the ruling party 
or DLP presidential standard bearer Kim 
‘oung Sam. Kim's controversial leadership 
tyle is known to have alienated Park ever 
ince he joined the DLP as co-chairman in 
990 after a merger between the party and 
is Unification Democratic Party. 

Park has denied he intends to challenge 
im for the presidency but there are clear 
igns that his departure as DLP co-chair- 
yan might spark a breakaway movement 
y DLP dissidents. At least 20 legislators 
nd a number of other top party figures 
icluding Chae Mun Shik, the DLP’s na- 
onal committee chairman, are said to be 
reparing to bolt from the party. 

The dissidents are also rumoured to be 
onsidering drafting former prime minis- 
er Kang Young Hoon as a presidential 
andidate, thus raising the number of con- 
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Kim alienated Park. 


tenders in the race to four. Apart from Kim | 


Young Sam, the other candidates are Kim 
Dae Jung, leader of the opposition Demo- 
cratic Party, and Hyundai group founder 
Chung Ju Yung who leads his own United 
People's Party. 


While Kang would be a dark horse in | 


the presidential race analysts believe that 


he could be a formidable challenger if he - 


accepts nomination by the DLP dissidents. 
He is widely regarded as Mister Clean in a 
country where political corruption is rife, 


and also boasts a wide range of experience — 


as a government administrator and diplo- 
mat. However, his drawback is that, being 
a Northerner, he is seen as a carpetbagger 
in South Korea. 

To a large degree, Kang's chances will 
depend on how quickly he can get his cam- 
paign organised and how he articulates na- 
tional issues. Park Tae Joon 
could play a crucial role in 
providing him with the 
funds needed to take on the 
well-organised electoral 
machines of the two Kims 
and to offset the financial 
power of Chung Ju Yung. 

Whether or not Kang 
emerges as a serious candi- 
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walkout of 20 or more MPs 
from the DLP in the middle 
of a parliamentary session 
could deal a traumatic blow 
to the ruling party. With its 
legislative strength cut 
down from its present 161 
seats to around 141 seats in 
the 299-strong National As- 
sembly, the party could face serious diffi- 
culties in blocking opposition bills. Some 
of the more controversial bills up for de- 


date for the presidency the | 


bate are a proposal to introduce direct elec- | 


tion of mayors and governors in advance 
of the December presidential poll and a bill 
to restructure the National Security Plan- 
ning (NSP) agency. 

The eruption of the long-simmering dis- 
pute between Park and Kim Young Sam 
seems to have shocked rank and file mem- 


bers of the DLP. The discord between the | 


two men can be traced to the DLP’s national 


convention in May when Park backed a | 


younger candidate against Kim for the 
party's presidential nomination. Park's 
candidate, Lee Jong Chan, has since walked 
out of the DLP complaining that the nomi- 
nation process was undemocratic. (See page 
40) ^" 
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ESCAPE TO THE HEART 
OF THE CITY 


BANGKOK * BOMBAY * COLOMBO * JAKARTA 
MANILA * NEW DELHI * SEOUL * SHENZHEN 
SYDNEY * TOKYO * YOKOHAMA + (OPENING SOON — 
BALI 1993 * SINGAPORE 1996 * SURABAYA 1995) 


For reservations, please call your nearest Inter- 
Continental Hotel or travel agent, or any of the 
following Reservations Centres: 


AUCKLAND: (64)/913091 443 * HONG KONG: (852)827-0000 


SINGAPORE: (65)226-2822 * SYDNEY: (Toll-free number) 
(008)221-31$ * TOKYO: (Toll-free number) (0120455655 
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ASEAN 


Friction in the club 


China dialogue highlights divergence of views 


By Michael Vatikiotis in Kuala Lumpur 


ome time in the early 1980s, so the 

story goes, Singapore's then prime 

minister Lee Kuan Yew and Indone- 
sian President Suharto played a round of 
golf. Relations between the two countries 
were uneasy. After the game, however, 
Suharto was in a jovial mood and more at 
ease with his guest. Officials later found 
out that the ice was broken after Lee told 
Suharto he had taken up meditation. 

Apocryphal or not, the story illustrates 
well the finer points of Asean statecraft. 
Lee pleased Suharto — who, like many fel- 
low-Javanese, believes in introspection and 
meditation. Such equanimity and diplo- 
matic subtlety is what Asean now lacks, a 
veteran Indonesian diplomat explained. He 
was here to attend the First Asean Con- 
gress, held on 8-10 October to mark the 
association's silver jubilee. The diplomat 
said the association is now beset by mutual 
mistrust and irritation caused by lingering 
sensitivities. 

At the Asean summit in Singapore last 
January, the current leaders of the six-na- 
tion association confidently predicted a 
new era of cooperation. But some of 
Asean's founding fathers were less san- 
— guine when they gathered at the congress. 
For once, it seemed, Asean was looking 
frankly at itself as leaders of yesteryear 
joined the younger generation to warn that 
Asean may be losing its grip on reality. 

Singapore's veteran former foreign 
minister 5. Rajaratnam bemoaned Asean's 
lack of idealism. "We never discussed 
ideals, just common enemies," he reflected. 
Former Indonesian foreign minister 
Mochtar Kusumaatmadja regretted that 
modern Asean leaders were too "cerebral," 
took things too seriously, and had aban- 
doned the old clubby atmosphere. 

Former Thai foreign minister Thanat 
Khoman, one of the two surviving signato- 
ries of the 1968 Bangkok Declaration which 
gave birth to Asean, feared the emerging 
new world order had already assigned 
Asean to a secondary role. And an Indone- 
sian representative of Asean's younger 
generation of leaders dismissed Asean as a 
“bureaucratic club which does not reflect 
real, grassroots issues.” 

Remarkably, for a forum attended by 
diplomats and politicians from neighbour- 
ing countries, there was little attempt to 
hide differences. Indonesia in particular 
seemed anxious to express its discomfort 
with moves by Singapore to draw China 
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closer to Asean. Sources 
from Singapore say In- 
donesia is concerned by 
Singapore’s advocacy of a 
closer Asean-China dia- 
logue. “A way should be 
worked out to bring in 
China,” said Chan Heng 
Chee, a prominent Singa- 
porean diplomat and aca- 
demic. Chan's view is 
that China’s economic 
weight is increasing and its 
political and security pres- 
ence in the region is unde- 
niable. 

Indonesia's mistrust of 
China has been stirred by 
China’s more aggressive 
stance on territorial dis- 
putes in the South China Sea, observers 
say. Singapore’s support for a closer 
Asean-China relationship, is seen by Ja- 
karta as making Singapore a possible Tro- 
jan Horse for Peking in the region. Not 
helping matters was a statement by Singa- 
pore's Senior Minister Lee Kuan Yew, dur- 
ing a visit to China in October, that Singa- 
pore should show China the way to be- 
come a "big dragon." 

Kusumaatmadja, in an apparent allu- 





Lee: golf diplomacy. 


sion to Singapore's policy towards China, 
he said: "Asean is like a marriage. You 
have to work at it, and you get into trouble 
if vou look for solutions outside." 
Indonesia's uncharacteristic stridency 
was also directed at other neighbours. Ja- 
karta is critical of Malaysia's activism — 
though a speech by Prime Minister Datuk 
Seri Mahathir Mohamad 
at the congress struck ob- 
servers as consciously low- 
key. But a remark from a 
Malaysian commentator 
that Asean needs leader- 
ship over certain issues 
prompted the response 
that Indonesia “the gentle 
giant" should not be pro- 
voked. 
Malaysian analyst B. A. 
Hamzah says Asean is 
"witnessing a more asser- 
tive Indonesia." Indonesian 
sources say the more 
prickly mood in Jakarta is 
symptomatic of a “new na: 
tionalism" which is likely 
to intensify with the re 
newal of political leader 
ship. Whether it is Indonesia's assertive 
ness, Malaysia's activism, or Singapore's 
unilateralism, the core states of Asear 
agreed at this congress that confidence borr 
of economic success is generating competi 
tive nationalist urges which could threater 
the harmony of Asean. Prominent Indone 
sian economist Mohammad Sadli drew : 
timely parallel with Europe. "The greates 
obstacle [to] Asean economic integration i: 
nationalist sentiments," he said. * 
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TAIWAN 


A matter of timing 


Minister's tax plan upsets friends and foes 


By Julian Baum in Taipei 


inance Minister Wang Chien-shien' 

proposals for land-tax reforms never 

really saw the light of day. But what 
little was leaked from cabinet deliberations 
was enough to provoke such a storm of 
protest — and even unite ruling party and 
opposition MPs — that the reform-minded 
minister chose to resign. Observers feel that 
Wang's experience could discourage his 
successors from trying too hard to imple- 
ment financial reforms. 

Wang's proposal threatened to end a 
system of light taxes on land sales that had 
helped fuel a property boom in Taiwan 
since the late 1980s. As a result, many farm- 
ers and business groups had become rich 
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and the property holdings of Taiwan‘ 
large middle class had been enhanced 
Many small landowners also worried tha 
Wang's plan would discourage investor 
who in recent times had turned away fron 
the stagnant stockmarket to land specula 
tion. 

“If he wants to nail the big guys, that’ 
okay," said a property owner from Tai 
chung in central Taiwan. "But he couk 
hurt many other people at the same time 
He should be more careful.” 

MPs from both the ruling Kuomintan; 
(KMT) and the opposition Democratic Pre 
gressive Party (DPP) called for Wang's res 
ignation and attacked his proposal as 
"second land reform programme" aime 
at boosting government revenues. In prc 


22 OCTOBER 199 


y International. 





Credit Suisse's success is rooted in the free-enterprise Credit Suisse, in partnership with CS First Boston 
traditions of one of the world's longest-established Group, Inc., 


is one of the world's leading international 
democracies. We combine the essential qualities of 


financial services groups. Full-service banking 
Swiss stability, security and reliability with a dynamic backed by solid Swiss tradition - it's 


s a combination 
global presence. 


that's hard to beat. 


We do more to keep you EX S at the top. 


CREDIT SUISSE 
CS 











pudicus ‘while also warni hth i to 
more attention to the timing: of policy 
recommendations. 
.. The timing could be awkward. for the 
ruling party, which is wary of proposing 
in e policies in the run-up to legisla- 
tive elections in December. But with politi- 
cal reform stalled and financial reform 
- slowed to a snail's pace, the loss of the one 
cabinet member most identified with re- 
' formist policies could also hurt the govern- 
ment's progressive image. 
«. Wang had resigned once before in 1990 
¿as vice-minister of economic affairs over 
^. difficulties with a reformist agenda. But 
the Finance Ministry was a tougher chal- 


conduct wit 


tax collection fizzled out after several 


months, though revenues did rise. His 


most notable achievements during his 
28 months in office were jousting with fis- 


the opening-up of financial markets and 


the licensing of 17 new private banks in - 


1991. 


Details of Wang's tax plan have not | 


been made public. According to sources 


close to the cabinet, he proposed that land- .. 
Hongkong. About 70% of usable land ir 
Taiwan is zoned for agricultural use. But 
_the government is under growing pressure 
to convert more land to commercial anc 


owners should pay sales taxes on the dif- 
ference between the price the owner paid 
for the property and the amount he even- 
tually sold it for. Currently, taxes are lev- 
ied at 60% of the officially assessed value, 
which is usually much less than the mar- 





CAMBODIA 


Easy scapegoat 





People blame the UN for all their woes 


By Nayan Chanda in Hongkong 


blamed for all the ills of society. The 
2 UN set up an elaborate machinery to 
- bring peace and stability to Cambodia. But, 
as peace eludes the strife-ridden land, 
Cambodians have begun blaming the UN 
_ for rampant corruption, unsafe streets and 
even traffic accidents. 

- v v The UN Transitional Authority in Cam- 
bodia (Untac) has become part of the prob- 
lem itself, according to an internal UN re- 
| port obtained by the REVIEW. The sheer 
"weight of the US$2.8 billion UN operation 
on an impoverished country, Untac's 

- vaguely defined functions and the high 
. expectations it has raised have combined 
“to give the UN the image of a giant mired 
in a swamp. 

. The Cambodians common perception 
of Untac was examined in the six-page re- 
port, which says the problem is “disturb- 
ing” and “required urgent attention.” The 
report says that while the general popula- 
tion of Phnom Penh still expresses some 
optimism about Untac's goal of bringing 
peace to the country, "they are faced with 
the grim reality that since Untac arrived in 
their country, their lives have gotten worse. 
And now it has reached a stage where they 
are literally afraid for their lives." 

The report, dated 18 September, was the 
“result of over 50 conversations and inter- 
views with Cambodians in Phnom Penh. It 
says: "With regard to matters of the pro- 
tection of the rights of individuals — in 
cases of corruption, land disputes, and pro- 


I: is a case of the do- -gooder being 























tection from perceived ill-treatment by 
State of Cambodia (soc) administrative 
structures — Untac is widely viewed as 
either hopelessly inept or in collusion with 
soc authorities.” 

The widespread anger at Untac stems 
from the assumption that the UN is in 
Cambodia to take over the administration 
and cure all the country’s ills. But the Paris 
accord of October 1991 and the UN secre- 
tary-general gave Untac a more modest 
mandate. After disarming troops of the 
various factions, Untac is to control and 
supervise the “existing administrative 
structures” leading up to an election. Untac 
is mandated to supervise ministries only to 
ensure a neutral political environment for 
the polls. 

“The general population is angry at 
Untac,” the report says,” because of inse- 
curity on the streets of the city lof Phnom 
Penh], It is now extremely unsafe to travel 
on the streets of the city after dark. Thieves 
stop people and take cash, possessions and 
motorcycles. This has escalated sharply in 


the last few days and the thieves now 


sometimes kill their victims.” 


Some Cambodians link the crime wave | 


to Untac’s release of political prisoners un- 
der its human-rights mandate. As the re- 
port puts it, people blame Untac because it 
"let all the prisoners out of the jails" and 


the government is afraid to protest because _ 
Untac might accuse it of et human. 


rights. 


. The increase in violent crime is salso seen. - 
as the result of Untac's failure to disarm all. 
the soldiers. While the Khmer Rouge has _ 


powerful- com mercial — 
groups. His attempts. last. year to tighten 


— The Finance Mir E claims the pro- 


. posal was based on a two-year study, bul 


many critics doubt it had been carefully 
evaluated. Because of Wang's commitment 
to boosting tax revenues for a government 


 plunging deep into fiscal deficit for the first 
cal conservatives at the Central Bank over ` 


time, many critics believe that he was more 


interested in raising money than in formu- 
lating land-use policy. 


Land is widely used as collateral by 


| Taiwan' s financial institutions. Speculation 


on property has driven land prices in Tat- 
pei to levels comparable to Tokyo and 


residential purposes. A steeper sales tax 
would cut into the profits. a 


simply refused to disarm, many of the 
50,000 soldiers of the Phnom Penh regime 
who have laid down their arms and en 
tered UN-supervised. cantonments have 
been allowed so-called “agricultural leave.” 
According to the report, people say the 
robbers are government soldiers who have 
been granted such leave. Untac is seen as 
being “stupid because they were foolec 
into thinking that [Phnom Penh regime 
soldiers who entered the cantonment site: 
really gave up their weapons. They gave 
up old and broken weapons and kept thew 
good ones which they have now turned or 
the population of the city," the report says 

Untac is also blamed for things outside 
its mandated responsibility, such as rant 
pant official corruption. The most blatan 
example is the case of the Education Min: 
istry. The report says: "For Untac to no 
see the corruption when everyone pays, 0! 
alternatively could not pay and had then 
child fail his or her examinations, seems t 
them [to be] ridiculous." 

Even Phnom Penh's traffic problem: 
have been laid at Untac’s door. The traffic 
chaos in the capital's congested streets ha: 
been compounded by the addition of hun 
dreds of Untac vehicles, resulting in ar 
alarming rise in fatal accidents. Wher 
Untac vehicles are involved in accidents 
failure to pay prompt compensation ha: 
caused a lot of unhappiness, the repor 
says. 

While the report does not address th 
question of the conduct of the 10,000 peace 
keeping troops in the country, it says tha 
the behaviour of some Untac personnel ha 
become a major issue. "Untac personne 
are not showing proper respect for Cam 


- bodian women,” the report says. "Perhap 


because many Untac personnel only hav 


contact with Khmer [and Vietnamese 


women through prostitution, there is a ten 


dency on the part of some personnel t 


treat all women as though they were pros 


titutes" —— | 
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The sign of excellence 


A Chinese flag waves prematurely on the streets of Hongkong. 
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Cleared for action 


Governor Chris Patten’s first policy statement on how he sees the 
colony's political and social institutions evolving before China resumes 
sovereignty threatens relations with Peking. 


By Frank Ching in Hongkong 


“Democracy is not de- 

stabilising,” Chris Patten 
P" said softly, the gubernato- 

rial voice hoarse after two 

hectic days of speeches 

and public appearances. 
"Greater democracy helps to make com- 
munities more prosperous. It helps to make 
a government better too." 

If the Hongkong governor was acting 
like a politician on the campaign trail, it 
was because he was, in a sense, doing just 
that. Having unveiled his long-awaited 
policy proposals for more representative 
government, he was drumming up sup- 
port for his programme in a series of un- 
precedented mass meetings before going 
to Peking and facing the ire of Chinese of- 
ficials, who have reacted vigorously — and 
negatively — to his plans. 

A major confrontation now looms be- 
tween China and the British and Hong- 
kong governments. It will be à clash that 





threatens to split the Hongkong commu- 
nity, agitate the stockmarket, threaten 
Hongkong’s position as a regional finan- 
cial centre and make the already acrimoni- 
ous and prolonged debate over the new 
airport seem like a picnic. 

Less than five years remain before the 
colony is turned over to China under the 
terms of the Sino-British Joint Declaration 
signed in 1984. China pledged in the Joint 
Declaration that Hongkong would be al- 
lowed to govern itself for 50 years under 
the concept of “one country, two systems,” 
and that it would not send officials to run 
the future Hongkong special administra- 
tive region. 

When the Joint Declaration was signed, 
there was a general expectation — fuelled 
by numerous British statements — that a 
largely democratic administration would 
be in place well before 1997. However, 
within months of the Joint Declaration's 
ratification, London found its plans to in- 
stitutionalise democracy blocked by Pe- 
king's insistence that whatever Britain did 
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had to converge with China's plans for 
Hongkong. By accepting this demand for 
convergence, Britain forfeited the initiative 
to China. 

Peking later promulgated Hongkong's 
future constitution, the Basic Law, which 
provides for only 20 seats in the 60-seat 
legislature to be popularly elected in 1997. 

Britain now appears to recognise that it 
must act quickly if it is to have something 
that resembles representative government 
in place by 1997. Patten's proposals, while 
staying within the letter of the Basic Law, 
manage to substantially widen the fran- 
chise and, at one stroke, create the possibil- 
ity of a government answerable to a popu- 
larly elected legislature. 

These proposals have now been de- 
nounced by Chinese officials in Hongkong 
and Peking, who accuse Patten of making 
major changes to the colony's government 
system without consulting China. In fact, 
Patten's actions represent a compromise, 
with the governor heeding Peking's warn- 
ings in two key areas. First, he refrained 
from taking unilateral action to increase the 
number of directly elected seats bevond 20, 
despite urgings from liberal leaders. Sec- 
ond, he rejected demands by the United 
Democrats, who swept the maiden direct 
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elections last year, for seats on the Execu- 
tive Council (Exco), the top decisionmak- 
ing body. 

Chinese officials had earlier made it 
clear that the presence of United Demo- 
crats on Exco would be intolerable. Two of 
the party’s leaders, Martin Lee and Szeto 
Wah, who called for the overthrow of key 
Chinese leaders in the aftermath of the 
Tiananmen Square crackdown in 1989, 
have been branded as. i su bversives” by 
China. Td 

Patten successfully deflected the United 
Democrats’ demand for seats on Exco by 
scrapping the traditional practice of ap- 
pointing senior members of the Legislative 
Council (Legco) to serve concurrently on 
Exco. Patten also depoliticised Exco by ap- 
pointing a new set of members with pro- 
fessional and technical qualifications, but 
with no links to any political grouping. At 
the same time, he appears to be changing 
Exco’s role by emphasising its advisory, 
rather than policymaking, nature. 

While these measures represent major 
changes to Hongkong’s constitutional 
makeup, China has not objected to them 
— presumably because they suit Peking's 
purpose. Further, none of Patten's actions 
came as a surprise to China as Britain's 
Foreign Secretary Douglas Hurd had 
briefed his Chinese counterpart, Qian 
Qichen, on the speech during a meeting in 






New York in late September. Among other 


things, Hurd assured Qian that Britain 


would keep people hostile to China off. 


Exco, and would even appoint someone 
friendly to China to that body. 


Although Peking obviously approved 


of these decisions, the Chinese are incensed 
by the rest of Patten's actions. In particular, 
they fear he will reverse the current execu- 
tive-led system of government by making 
the legislature too powerful. They also fear 
his plan to set up a democratically chosen 
election committee will prevent pro-Peking 
and conservative business groups from 
having a decisive voice. And they know 
that his plans to recast and broaden the 
functional constituencies will prevent them 
from being controlled by small, special-in- 
terest from groups. 

: Currently, many functional groupings 
with a right to elect a representative to sit 
on the legislature, such as chambers of 
commerce, labour unions and professional 
associations, have tiny constituencies that 
are easily manipulated. Patten's idea is to 
give the right to vote in functional constitu- 
encies to each working person. 

In practice, therefore, Patten's proposals 
will create 19 new seats in the legislature 
that will be won through open competition 
rather than through the exercise of private 
influence. This is in addition to the 20 di- 
rectly elected seats. Moreover, the voter- 
base of the existing 21 functional constitu- 
will be substantially enlarged. In 
s eyes, the governor is stepping up 











the pace of dembctass 
spirit of the Basic Law. Patten defends his 
actions by arguing that the Basic Law re- 
quires both the creation of nine new func- 
tional constituencies and the establishment 
of an election committee, and all he has 
done is implement the provisions of the 
Basic Law. 


Patten is scheduled to go to Peking on. 
21 October to meet his Chinese counter- 


part, Lu Ping, director of the State Coun- 
cis Hongkong and Macau Affairs Office, 
for talks that are likely to focus on his pro- 
posals for constitutional reforms. Press re- 
ports indicate he may be snubbed by not 
being granted meetings with higher-level 
officials. 

All indications are that the Chinese will 
vociferously oppose most of his proposals. 
Further, Chinese officials and Hongkong's 
pro-Peking press are likely to utter threats 
that may range from withholding all forms 
of cooperation from the Hongkong Gov- 
ernment to the People's Liberation Army 
taking over the colony by force before 1997. 
While it may be relatively easy to threaten 


such actions, it is much harder for China to 
carry them out. 

Any action taken against Hongkong 
that undermines the colony's economic 
prosperity will have a direct impact on 
China. Hongkong is China's leading source 
of foreign investment, while its companies 
now employ up to 3 million people in 
southern China. 

Because British officials had committed 
themselves to consulting China before tak- 
ing decisions, Patten couched his pro- 
gramme as "proposals" to be discussed 
with Peking. However, he has indicated — 
in an interview with the REVIEW as well as 
elsewhere — that he is committed to the 
programme and will back down only if the 
Hongkong community, not Peking, rejects 
it. 

Asked about the possibility that his 
proposals may not be implemented, he 
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responded ^f they don't go throu 
will be because the [Hongkong] c 
munity has decided either that I have 
gone far enough or that l've gone to 
far." 

Legislative councillor Selina Chow ha 
alreadv proposed that a referendum b 
held to determine if the Hongkong peopl 
back the Patten plan. Such a referendur 
would undoubtedly upset Peking, whic 
prefers to see decisions made by. Britis 
and Chinese officials behind closed doors. 
Yet, if a referendum were to be held, ther 
China would probably seek to influence its. 
outcome by adopting tactics to convince 
voters that Patten's proposals are 
destabilising and that, in any event, Peking 
would revoke them after 1997. Such ap- 
peals and threats may find a receptive au- 
dience among those fearful of political an 
economic instability. 

Nevertheless, early polls show tha 
among those who have formed an opin- 
ion, the vast majority back Patten's policy 
speech. However, 58.38% of those polled 
responded "don't know" or T to say" 


when asked if they were satisfied with his 
policy speech. As to whether plans for- 
greater democracy should go ahead de- 
spite Chinese opposition, 48.8% said "yes" . 
while only 14.42% answered "no," with the a 
rest undecided. 

Patten himself appears to be in a no- 
lose position. He is assured of a senior po- 
sition within the Conservative Party when 
he returns to Britain, while if the local com- 
munity — or their representatives in Legco 
— reject his proposals, he will be able to 
tell the British electorate that the people of 
Hongkong rejected democracy. If the 
Hongkong community, however defined 
accepts his proposals, he will go ahead 
with them even if it means antagonisin 
Peking. Then, if after 1997 China disman 
tles the democratic structure he created; 
world — and the British electorate —^ 
blame Peking, not Patten. | 
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PATTEN 


A different stvle 


Two days after unveiling an 
important series of constitu- 
tional reform proposals in à 
speech to Hongkong's Legis- 
lative Council (Legco), Gov- 
ernor Chris Patten discussed 
his political philosophy with Review Editor 
L. Gordon Crovitz and Arts & Society Editor 
Frank Ching. Excerpts: 





Does your appointment as governor sig- 
nify a fundamental shift in the British 
position towards Hongkong? 

I helped to draft the British Conserva- 
tive Party manifesto which, of course, in- 
cluded a statement about Hongkong, and 
that remains the policy of the British Gov- 
ernment. But obviously I bring to the job 
slightly different perceptions and maybe a 
different style, and | don't think that the 
distinction between style and substance is 
always as great as people suppose. 

The fact that l'm not a Sinologist has 
been used as a stick to beat me by one or 
two pro-Peking newspapers. Maybe | 
would be taking a different approach if I 
did come from that background, but I think 
that openness is a servant of political sta- 
bility rather than secrecy. I think that a 
good relationship stems from decisions 
you take jointly with others. I don't think 
you have something called a good relation- 
ship which stands abstractly and then eve- 
rything else has to be done in order not to 
affect that relationship. 


Yet you're dealing with people in Peking 
to whom that approach is entirely new. 

Well, they must be starting to under- 
stand by now that I am enormously pre- 
dictable, because I do actually attempt to 
say what I want to do. It may be inconven- 
ient, but I think it would be far easier for 
us to do business in the political sphere, or 
when talking about the airport, if that was 
recognised. 

Let me give you an example. Ever since 
anyone suggested that there might be some 
political linkage between the airport and 
constitutional development, l've made it 
clear that it's not something I can ever con- 
template. 


Would you agree that even if everything 
you proposed were acceptable to the Chi- 
nese and passed, Hongkong would not 
have a democratic government? 

It wouldn't have the same sort of de- 
mocracy as Westminster. It would have a 
government which was accountable to a 
broadly based legislature. It would have, | 
think, sufficient democracy to help secure 


Hongkong's way of life for the future. 


You are trying to increase the representa- 
tiveness of the legislature while empha- 
sising that this will remain a strong ex- 
ecutive-led government. But the executive 
will not be democratically produced. 
The chief executive in the [post-1997] 
special administrative region would have 
more democratic credentials, in a sense, 
than I do, because he would at least have 
emerged from a process of a broader selec- 
tion than I emerged from. But the chief ex- 
ecutive would not be elected in à way the 
president of the United States is elected. 


Whenever Hongkong people have been 
allowed to vote they have voted for 
more democracy. Do you think that your 
programme allows for enough participa- 
tion by elected representatives of the peo- 
ple? 

Yes, I do. I think that the challenge for 





Will Patten be the last great anti-communist? 


us is to develop the legislature so that it 
can hold the executive to account in a re- 
sponsible and effective way. My gut in- 
stinct is that Hongkong people want in- 
creasing democracy but they want it se- 
cured in a way which has a good chance of 
lasting. It should be consistent with the 
Basic Law, and that's what l've tried to 
design in certain proposals. 


One of the arguments against greater de- 
mocracy here comes from businessmen. 
Your call for democracy creates uncer- 
tainty. How do you persuade them that 
greater democracy would create more sta- 
bility here in Hongkong and, therefore, 
that it would be better for business? 
What business needs above all, in the 
long term, is the certainty of the rule of law 
— of laws democratically enacted and 
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rooted in the community. | don't think 
multinationals would want to be here if 
this was a less free society and the rule of 
law was constantly eroded. 

But I think there are other more 
immediate practical considerations as well. 
If | had said: "I am going to go to Peking 
and sooner or later I'll tell you what 
we've decided," that would have produced 
the usual speculation. | don't think that sort 
of politics is good for stability in Hong- 
kong. 

Secondly, is it more destabilising to try 
to accommodate, in a modest way, peo- 
ple's political and democratic aspirations 
or to block them off? I think the business 
community needs to consider those issues, 
and I strongly feel that the business com- 
munity has become a great deal more so- 
phisticated in dealing with them. 


Are you optimistic that Hongkong in 
1997 and afterwards will be one of the 
more democratic countries in this region? 
If so, will that be because of Hong- 
kong's achievements or because of the 
lack of democracy in neighbouring coun- 
tries? 

| think that there is a danger of apply- 
ing a customary Western political assump- 
tion to Asian societies. | was 
brought up to believe that 
there is almost a mechanistic 
connection between eco- 
nomic freedom and political 
liberty. That is observedly not 
the case in Asia, though I 
think that economic freedom 
in time has political conse- 
quences. 

There are different sorts of 
democracy in Asia, but they 
are all, | suspect, moving in 
the same direction and all of 
them are demonstrating that 
democracy is not destab- 
ilising and that greater de- 
mocracy helps to make com- 
munities more prosperous. It 
helps to make a government better too. 
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You've come to Hongkong at a time in 
world history when a great ideological 
battle seems to be more or less over. 
Would you be happy if you were remem- 
bered, after you leave Hongkong, as be- 
ing the last great anti-communist? 

l'm an old fashioned Tory, which means 
that I believe, as [British statesman and 
author] John Buchan said, that "politics is 
an honourable adventure." 

What I am trying to do in Hongkong is 
an important adventure, but I don't think 
is so much one involving hostility to a 
particular political ideology as a commit- 
ment to a system of values. It's the value 
system which has near its core the proposi- 
tion that the average man and woman are 
a great deal better than the average. E] 
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Burke's heir 


Patten cast from traditional English political mould 


By Anthony Blass in Hongkong 


From the moment in early 
July when Chris Patten, 
his wife and two of their 
three daughters arrived in 
Hongkong, it was clear 
that they were not your 
typical First Family. 

For starters, Patten refused to wear 
the military tunic and feathered pith 
helmet that had become a tradition of 
the swearing-in of a new governor. Not 
to be outdone, his 17-year-old daughter, 
Laura, bounced down the steps at Kai 
Tak airport wearing a tight-fitting T-shirt 
and a miniskirt, which one London news- 
paper said "looked as if it had been 
sprayed on." 

It was a memorable beginning for 
Hongkong's 28th — and probably last — 
British governor, who savs his new job is 
“the most important thing I've done." Un- 
der Patten's watch, six million capitalists 
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must prepare for the day in 1997 when 
Britain returns its last major colony to 
China. 

From the start, the 48-vear-old Patten 
sold himself as an energetic, plain-spoken 
intellectual who enjoys mixing with com- 
moners on the street as much as he relishes 
mixing it up with mandarins on the main- 
land. Actually, he has tangled directly with 
Peking only once. But it was a telling ex- 
change that has set the tone for a tense, if 
not confrontational, relationship. 

Last month, after the Chinese rejected 
yet another Hongkong financing scheme 
for the proposed US$14.5 billion airport, 
Patten lashed out: "I don't think that it's 
possible indefinitely to spend one's week- 
ends working out different proposals in the 
hope that somewhere along the line, one 
will hit the jackpot." 

Peking dismissed the outburst as “un- 
reasonable, rude and childish." But that 
exchange, among other things, propelled 
Patten to the top of the public opinion 





polls. His 77% approval rating was 13 
points higher than that of Hongkong's 
most outspoken democrat, Martin Lee. 
Patten is more popular with Hongkong 
Chinese than any governor in recent 
memory, but some worry that all his tough 
talk may create false hopes. 

“Patten comes along at a time when 
people have been longing for a strong 
leader to stand up to Peking," said John 
Walden, a research associate at the Centre 
for Asian Studies in Hongkong. "People 
are saying ‘Maybe he is our saviour.” 

Beyond the tough talk, Patten has en- 
deared himself to locals by forsaking some 
of the traditional trappings of power. He 
declined a knighthood, for example, and 
promised to replace those stuffy, royal por- 
traits in the governor's mansion with the 
avant-garde work of Hongkong artists. He 
even hopes to open the mansion to the 
public for occasional concerts. 

Patten's appeal goes beyond what some 
critics regard as good packaging. As a ca- 
reer politician, his style and personality are 
infinitely more engaging than that of the 
diplomats who preceded him. Peking 
tended to regard previous governors as 
powerless inc murio easily bullied or 
ignored. But Patten's resume includes 
something the Chinese recognise as guanxi, 
or connections. As Britain's former Con- 
servative Party chairman, Patten counts 
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. Prime Minister John Major and Foreign 
Secretary Douglas Hurd among his closest 
= 
But for all his connections, Patten has 
d little diplomatic experience, unless you 
te . count a two-year tour in the mid-1980s as 
omen undersecretary for Northern 
- Ireland. Diplomacy aside, Patten enhanced 
his domestic standing in early October 
with a rousing speech at the opening ses- 
= sion of the Legislative Council, where he 
. called for expanded democracy and more 
funding for social programmes. 
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: Time travel 


Patten’s core beliefs, like those of his 


political idol, the conservative 18th century 
British statesman Edmund Burke, are diffi- 
cult to pin down. But this much can be 
said: he believes in the benign intervention 
of good government. 

In the early 1960s, Patten won a prestig- 
ious scholarship to Balliol College, Oxford, 
where he went on to study history. In 1979, 
he was elected to parliament and was con- 
sidered a rising star in the Conservative 
Party until April 1992, when, despite engi- 
neering the party's general election victory, 





- Airports, skyline and roads to expect in 1997 


By Michael Westlake in Hongkong 


- With political problems sur- 
rounding the funding of 
Hongkong’ s new airport and 
its associated rail link still to 
be resolved, the notional 
n dates of these two 

projects in 1997 are obviously in doubt. 
But the rest of the 10 airport core projects 
.. are going ahead. Most were due to proceed any- 
way, even before the new airport's final site at 
E Chek Lap Kok was chosen. They include roads, 
3 reclamation for urban expansion in West Kow- 
A loon and on Hongkong Island, another cross- 
E 
^ 
"m 





harbour tunnel and a bridge and road system to 
open up access to Lantau Island. 
Son what would a visitor to Hongkong, re- 
ok Sele bot absence of five years, notice on 
nior and while travelling 
around the Hongkong Special 
—. Administrative Region? Obvi- 
ously it is necessary to make 
= some assumptions about 
^ projects going ahead and about 
~ their dates of completion, as 
... well as about the level of good- 
.. will in the handover of Hong- 
kong in mid-1997. But the fol- 
lowing scenario is possible, 
without necessarily being im- 


T 


clearing customs. 

Although it is still quicker to use Kai 
Tak, rather than taking flights to Macau or 
Shenzhen and then travelling on to Hong- 
kong, the time difference is becoming mar- 
ginal. However, the need to check-in again, 
and the crowding aboard the Macau fer- 
ries and the buses and trains from Shen- 
zhen, remain the main disincentives to us- 
ing this "sidestep" approach to Hongkong. 

Pressure on taxis and buses at Kai Tak 
is even more intense than in 1992, despite 
the allocation of more space to public trans- 
port. But driving into Kowloon or Hong- 
kong Island is much easier since the new 
Western Harbour Crossing opened earlier 
this year. 

When Chek Lap Kok airport opens, the 
new express railway will make a big dif- 





he lost his own seat. Major, in a show of 
gratitude, offered him the governorship, a 
choice post for a Foreign Office diplomat 
but something of a consolation prize for a 
career politician. 

Even so, Patten was quick to claim the 
spoils of defeat. The governor of Hong- 
kong earns twice the prime minister's sal- 
ary and has a mansion staff of 56, includ- 
ing a personal tailor. The irony of it all has 
not been lost on Patten. "Sweet," said the 
governor, quoting Shakespeare, "are the 
uses of adversity.” * 


ference — 23 minutes for the 34-kilometre 
trip from Hongkong Island or 18 minutes 
from Kowloon, or about the same time as 
travelling to Kai Tak took in 1992. This 
speed and efficiency, however, has come 
at a cost. The original budget of HK$68.5 
billion (US$8.8 billion) for the airport by 
1997 and HK$33.5 billion for the railway 
have already been exceeded because of 
political delays in 1992. 

But the revenue projections still make 
them both solid businesses, with the air- 
port expected to be debt-free by 2008 — 
only two years later than planned. Paying 
off the railway's debt will take longer, as 
the delays have caused problems in selling 
off the development rights that underpin 
its financing. 

On a tour of Hongkong starting from 
Happy Valley, the easing of pressure on 
road-space is immediately noticeable — 
another consequence of the opening of the 
HK$6.5 billion Western Harbour Crossing. 

Driving, through the Central business 
district towards the entrance of the West- 
ern Harbour Crossing, a visitor would see 
the nearly completed airport railway ter- 
minus. The HK$2.8 billion complex, built 


Roads to opportunity 
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.. probable. Terminal 


, Hongkong, October 
1997: As Chek Lap Kok will 
not open until next year, ar- 
riving at heavily congested 
Kai Tak rt is a daunt- 
ing and thoroughly un- 
inae experience. The 

t efforts of immigration 
officials cannot prevent pas- 

. sengers spending an hour 

queuing for passport 

checks, and a further hour 
retrieving their baggage and 
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g — ipi more so because e property 
pment is only now getting under 
‘on any scale. The road runs behind 
ontainer terminals at Kwai Chung and 
at used to be Stonecutters Island. = 

















peg to the banka Fixed pot 
«$7.14 billion, 1.4-kilometre suspen- 
sior bridge links Tsing Yi Island to via- 
ducts across Ma Wan Island and to an- 
other, 440-metre bridge that connects with 
the North Lantau Expressway. This high- 
way, in turn, runs to the new airport and 
‘he new town rising rapidly at Tung 
“hung, 

The trucks are destined for the new con- 
ainer port on Lantau's northeast coast, 
where the first of three new berths is. al- 
‘eady operational. The other two will be 
'eady next year, with a further three due to 
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visitor returns. The differ 
uod mainly noticeable in relatively small areas 
Reaching this area in 1992 used to bea _ 
labourious grind because of traffic conges-- 
tic pint urban Kowloon. But while the eed i. i 
is E ood can be expected when the new air- 
x pert opens. Height restrictions for build- 
~ ings below the old Kai Tak flightpath will 
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bs E starts at the Westem F Haibour Crossing - =e UR 
- will run from north of Tsing Yi Island to ES ) 
le. Yuen Long, where it w 





major north-south artery. 
A long-standing cliche about Hongkong 
is that the skyline is dii ifferent each time a 


erences today are 













~~ the Central and Western reclamation 


: areas, and along Lantau's northern shore. 





But these are nothing compared with 


disappear, allowing a huge amount of 
buildings to be redeveloped — with, of 
course, additional sewerage and roads to 
accommodate the higher level of demand. 


By mid-1997, the government had spent- 


HK$55,2 billion on the 10 core projects — 
excluding the airport and its railway. An- 
other HK$6.6 billion had been spent on an 
environmental clean-up of the harbour. 
This was achieved by laying new pipes and 
building tunnels to collect sewage and 
other effluents from Kowloon which used 


to run straight into the harbour. 


The difference is already marked, as 
improved water quality once again allows 
Hongkong: s translated name of "Fragrant 
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For Further information and Registration, Please Contact: 


| will link up with the ` 
is road to the Shenzen border, becoming a 


cal efforts to overcome red. 


hand, with the new Hongkong airport 
to become similar to London's Heathro 


Unique Opportunities for 
Profitable Investment 


Over 80 project proposals sponsored by the Nepalese private 

sector have been identified and are being internationally 
( — promoted. These are on offer at the Nepal Investment Forum for 
(. . foreign collaboration arrangements organised under a. 
s UNDP/UNIDO technical assistance programme. Foreign. 
investors are also encouraged to propose their own projects fo 
investment in Nepal either as 100 percent foreign owned or as : 
joint venture projects. Foreign companies and interested 
persons are invited to attend the NEPAL INVESTMENT . 
FORUM. It will provide you with wey good opportunities for- 
serious business discussions. 
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Singha Durbar 

Kathmandu, Nepal 
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"Nee e. pus improvemen 
still being undermined by poor 
mental controls in China. Guangd 
Pearl River, for example, still pou: 
ents into Hongkong waters that: 











algae-related problems eacl 
Economic progress i 
to Hongkong. Macau « 
also blossomed. The Hoj 
linking Hongkong with. 
spurs to Macau and Shenzher 
ready proved its worth in. spe beedii 
flow of goods and people in. th 
Plans for a major regional air-traffi 
trol centre at Chek Lap Kok are. 















































or New York's Kennedy airport in terms. 
coordinating flows of air traffic at nearb 
smaller airports.. r 

All the airlines serving Hongkong. à 
looking forward to the new airport ope 
ing next year, whether or not they also 
serve Shenzhen and Macau. Overcrowd- 
ing at Kai Tak is holding back the addition 
of new flights, while delayed flights are in- 
creasingly difficult to reschedule: 
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Hongkong people to think that companies 
in China will necessarily want to list in 
Hongkong,” said Mare Faber, head of an 
investment firm bearing his name. “Where 
will it all be when it merges? It may very 
well be in [Canton].” 

Given such doubts there was audible 
relief when the exchange announced in 
early October that the Chinese Govern- 
ment had selected nine candidates to list in 
Hongkong. Yet the move also disturbed 
those who were unsettled by operating in 
a stock exchange where investors can pur- 
chase companies’ shares and yet have little 
local recourse in the event of malfeasance. 
“It would have been better to have opted 
for a second board. That way, the authori- 
ties could keep a closer eye on mainland 
companies without sacrificing the integrity 
of the exchange,” one merchant banker ar- 
gued. 
Sources close to the colony's Securities 
and Futures Commission note that a com- 
mon element in two of three recent stock- 
market investigations was a China connec- 
tion. When a company across the border 





China is bullish on Hongkong exchange. 


acquires a stake in a locally listed firm it 
may not always be easy to see that the in- 
terests of minority shareholders have been 
safeguarded. For those inclined to worry 
about the future it is a salient point. 

Nevertheless, it is likely that by 1997 
several of the 10-largest listed companies 
in Hongkong will be incorporated in 
China. One of the nine recently chosen for 
a Hongkong listing, Shanghai Petrochemi- 
cal, for example, had sales of Rmb 7.4 bil- 
lion (US$1.34 billion) in 1991, according to 
Hongkong's Economic Daily newspaper. 
That compares with sales of HK$18.3 bil- 
lion (US$2.37 billion) for Hongkong Tele- 
communications, the second-largest listed 
company in the colony. 

The relative positions of the Bank of 
China group and the British-domiciled 
Hongkong & Shanghai Banking Corp. 
already reflect the coming transfer of 
power. China-based banks now account for 


TAM OM Cae 


25% of loans and deposits, according to 
estimates by Morgan Stanley Asia. Bank 
of China group representatives already sit 
on committees that advise on such key ar- 
eas as the banking system and the pro- 
posed new airport. “They have a commer- 


cial role and a public role,” a former gov- | 


ernment official said. “They are half [en- 
gaged in] public policy and half in making 
money.” 

Most Hongkong banks are already an- 
ticipating that the bulk of their future 


growth will be China-related. But whether | 


that means a diminution of Hongkong's 
role as an international centre remains un- 
certain. In a recent report, the Bank of Ja- 
pan concluded that, as other regional cen- 
tres deregulate and Hongkong becomes 
more drawn into the affairs across its bor- 
der, the colony’s role as a regional business 
centre will decline. 

This scenario is dismissed by serving 
and former government officials. “Perhaps 
assets will be formally booked elsewhere, 
but all the work will be done in Hong- 


kong,” A. W. Nicolle, a former commis- | 


sioner of banking and now area general 
manager for Hongkong and China for the 
Standard Chartered Bank, maintained. 
“Only Hongkong has the critical mass, the 
liquidity, the economies of scale, the legal 
system, the open environment and the 
English language. Because people talk 
about China does not invalidate the inter- 
national dimension.” 

Although some developments in the 
next few years will be shaped by China's 
needs — for example, Hongkong will 
develop a debt market both to support 
its own infrastructural requirements and 
those across the border — others will be 
shaped by the need to safeguard existing 
arrangements and ensure stability if all 
does not go smoothly in China. "We are a 
community which tends to overreact to 
events which in the end may not influ- 
ence Hongkong," noted David Nendick, 
Hongkong's Secretary for Monetary Af- 
fairs. 

The decision to create a Central Mon- 
etary Authority combining the functions of 
the Exchange Fund with regulatory author- 
ity over the banking system may reflect this 
type of thinking. But there is some doubt 
how effective the authority is likely to be 
in providing regulatory protection once 
sovereignty passes to China. One govern- 
ment official argued that: "Most people [in 
China] have a totally different understand- 
ing of the value of money and risk. What 
money buys in China is a political deci- 
sion. Cost is an arbitrary figure. These con- 
ceptual differences will not go away 
quickly." 

This sombre assessment stands in sharp 
contrast to the attitude of the Hongkong 


merchant banker who said: “They may say | 


they are communists, but they have 
karaoke just like we do." EI 
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Politics in command 


o begin the story of Asean, let us 
take a peek into the early 1960s — 
the immediate past before Asean 
was formed. The birth of Malay- 
sia in 1963 had, for whatever reasons, re- 
ceived the disapprobation of Indonesian 
president Sukarno. In September 1963, 
Sukarno had declared a state of confronta- 


| tion, or konfrontasi as he called it, against 


Malaysia. There were armed attacks on 
Malaysia but those were of little conse- 
quence. The propaganda war, however, 
was raging and the people of Indonesia 
and Malaysia were thoroughly confused. 
In the mid-1960s, I was tasked by the 
late Tun Abdul Razak, who was then Ma- 
laysia's deputy prime minister, to seek 
ways and means of ending konfrontasi. Af- 
ter some political initiatives, credible con- 
tact was firmly established between the 
two sides. Both Razak and Suharto were of 
one mind that konfrontasi must cease and 
not be allowed to recur. Nor must it hap- 
pen between neighbouring countries of 
Southeast Asia. Accordingly, these objec- 
tives became the terms of reference for our 


mission. 


Gen. Ali Moertopo of Indonesia and 1 


| dug deeply into our common cultural her- 


itage and we found that instinctively 
whenever there was a sense of insecurity 
the tendency was berkampung — or to get 
together — from which the Malay word 
kampung, or village, is derived. 

After several meetings in Bangkok and 
other capitals, Moertopo and I agreed that, 
in presenting the concepts of reconciliation 
and a regional cooperative organisation to 
our respective masters, the effective man- 
agement of political problems should be 
emphasised. Leaders at all levels and in all 
sectors should be regularly exposed to each 
other through personal meetings. 

We recommended that inter-state prob- 
lems should not be aired openly no matter 
how small. We were recommending a spe- 
cial kind of relationship conscious of the 
fact that the modern state entities in the 
region were the product of colonial designs 
which had left a number of thorny residual 
problems, particularly in relation to na- 
tional borders. 

In order that words did not become en- 
shrined and ossified in written agreement, 
Moertopo and I strongly suggested that a 
regional organisation should be established 
but it should not be a creature of a formal 
treaty, rather a solemn declaration based 
on the spirit of togetherness. And we pro- 
posed that the regional organisation should 


By Tan Sri Ghazali Shafie 


be established only after the brotherly rela- 
tionship between Indonesia and Malaysia 
had been resumed, so that Indonesia and 
Malaysia would together serve as the 
mainstay of Asean. We also suggested that 
for the organisation to have a chance of 
success, its political function should be of a 
low profile. Stress should be put on its eco- 
nomic character to avoid burdening the 
organisation with airing political issues in 
the press, which very often were hostile to 
good initiatives. 

Malaysia and Indonesia were recon- 
ciled. Sukarno was later succeeded by 
Suharto. Two years after konfrontast and 
after a great deal of behind-the-scenes ac- 
tivity, Asean was formed on 8 August, 
1967 in Bangkok. 

Despite the general 
assumption that Asean is 
a creature purely eco- 
nomic in character, its 
performance so far has 
been more obvious in 
political endeavours 
rather than economic. 

Asean arose out of the 
ashes of konfrontasi to en- 
sure a conflict-free future 
for Southeast Asia. The 
cooperative need far out- 
weighed the competitive — - 
desire; efforts and 
thoughts were constantly 
directed towards prob- 
lem management, togeth- 
erness and stability with- 
out which there could be 
no sustainable economic, 
social and political devel- 
opment — the basic in- 
gredients for peace. 

Naturally, therefore, 
Asean has done bril- 
liantly in the arena of 
politics and diplomacy 
than in economic coop- 
eration. The past 25 years 
have shown the resilience 
of Asean in manoeuvring 
the turbulence of the Cold War, despite the 
varied affiliations or non-alignment of its 
members. Asean stuck together through 
thick and thin amidst regional conflicts, 
grave external threats and deep economic 
crisis caused by the two oil shocks, collapse 
of primary commodity prices, and explo- 
sive changes in currency values with the 
consequent problems of external debt. 

In assessing the record of Asean, if we 
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look mainly in the realm of economics, we 
will of course find many shortfalls. But the 
first 25 years should be regarded as a pe- 
riod of preparation for securing national 
and regional resilience, for confidence 
building among members by observing 
scrupulously the principles of detente to 
ensure an enduring entente. After every 
meeting of Asean foreign ministers, offi- 
cials took great pains to impress on the 
press that the discussions centred on eco- 
nomic and non-political matters. 

Such official explanations strengthened 
the impression that Asean was purely an 
economic creature, but a poor one at that. 
However, Asean has not been sweeping 
the dust under the carpet. On the contrary, 

the purpose has been not 

to puff the diplomatic 

pimples in public to 

make them look like big 

boils. Without the blare 

and glare of publicity, the 

foreign ministers were 

. . able to examine difficult 

| political issues with thor- 

». eughness and cool heads. 

~ Thus many sharp edges 

.. of conflicts were blunted 

^ and the first 25 years be- 

| came a period of confi- 
dence-building. 

What would be the 
pitfalls of the future? I 
think Asean would suf- 
fer if it became overly 
ambitious in its quest for 
economic success. But 
the more serious pitfall 
would be for Asean lead- 
ers to lose sight of the 
fact that security arrange- 
ments and diplomacy are 
tools to secure eventual 
economic gain. 

Therefore, in my 
view, to suppress the po- 
litical and diplomatic role 
in order to project its eco- 
nomic role would be to 
the detriment of Asean. By all means let us 
emphasise the economic plans and objec- 
tives of Asean, but let us be mindful that 
none would be realised, whether they in- 
volve intra-Asean schemes or relations 
with others, without Asean being a ar 
cal and diplomatic force. 


Tan Sri Ghazali Shafie is a former Malaysian 
foreign minister. 
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run den th occasional kow- 





Kingdom mar ie 
ground in horizontal body lengths. 

That, anyway, is the only way to ap- 
proach the standby counter of either 
Dragonair or the various Chinese state-run 
airlines here at Hongkong's Kai Tak Air- 
port. Only by sleeping. overnight on the 
airport floor can one secure a place far 
enough up the standby queue to even hope 
for a seat on any China-bound flight. 

.Chronic overbooking, the collusive 
oligopoly of airlines and the lemming in- 
stinct of China traders and tourists all 
make it impossible to get a place on a flight 
anywhere into China on short notice these 
days. Passenger volume has increased 50% 
annually for the past two years, 
travel agents report, but China 
has only been able to buy. or 
lease enough planes and train . 
enough crews to increase its 
fleet by 15% a year. 

=: Outside competition is un- 
welcome. Dragonair, a Cathay 
Pacific affiliate, can only wrest à 
limited number of flight au- 
thorisations on the Hongkong- 
China runs, Others need not 
apply. Why should Peking add 
more seats? Its airline business 
is already lucrative enough, 
with China-bound airfares 
among the highest, per kilometre, in the 
world. Never mind the cost in disaffected 
businessmen and tourists. 


-So there is no getting out of Kai Tak 


these days. And it is just as bad — worse 
you attempt a knight's move, going 
















tination. Some well-heeled tra- 
even jetted off to Tokyo or 
' to find themselves balked there, 
ns and coastal ferries out of Hong- 
equally chock-a-block. 
ds why we are here, at 1:00 a.m, 
queuing up before Dragonair standby. 
‘ully six hours before the counter opens, 
and already there are a dozen of us crashed 
out on the floor. Around the corner at the 





Chinese airlines counter, the queue is even- 
longer. At this hour, we have the depar- . hov 
“two lozen: people. The matron's “lodgers” 


ture hall pretty much to ourselves, and our 














glare of the eee fluorescent Mi d 





! as ring. off the : 


d to Shenzhen or Canton and then. 
get on a domestic Chinese flight 


little. encampments look oddly cosy under . 


Most on the queue just sprawl on 
spread-out newspapers, trying to catch . 


some sleep in anticipation of tomorrow's — 
ar frantic scramble for seats. A pair of punk- > 
erva- — coiffed. Hongkong. fashion-plates. stoically " 






play rummy. A bankerly type, his foulard _ 


still cinched impeccably up to his top col- 
- lar button, reads a Korean paperback with 


great concentration. 

An Iraqi engineer and a Sindhi costume 
jeweller slump dejectedly on an empty lug- 
gage cart, trading sour wisecracks. A “sen- 
ior citizen” couple from Minnesota perch. 
on a pile of Samsonite luggage, blinking in 
bewilderment. 

American lawyer Cindy MacLane, New 
Zealand garment trader Donald Choi and 
this Traveller have already been three days 
trying to get out of here, long enough by 
now to become fully acclimated to the Kai 
Tak standby subculture. We are just now 
polishing off the last of our midnight sup- 
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per of green papaya salad from the won- 
derful Thai carry-out joint across the street 
from the Airport Hotel. 

Our air mattresses are all inflated. We 
have only to sponge bathe in the airport 
toilets and brush our teeth. Then we can 
don our quilted eyeshades — wistful sou- 


venirs of bygone Business Class flights — 
- and conk out for the night. 


Tomorrow may be our lucky day. After 
all, there are just four people ahead of us 
on the queue: a pair of chain-smoking 
northern Chinese functionaries in high-but- 
toned Mao jackets, a genial, bespectacled 
Taiwanese and a pigeon-breasted Indone- 
sian Chinese matron who says she runs a 


Hongkong boarding house. 


By morning, when we peel off our eye- 


shades, this unassuming quartet has some- 







grown into a seething maelstrom of 


| lised, with flight bags and 
 umbre las they deploy to wicked effect. 


ing Shanghai. For justification they point | 
to a single, empty luggage cart they left at | 


up to Peking. In two weeks comes the Ra 
tur e. ft 2 


flight. Oh Lord, I want to be in thi 
number. | 





The Taiwanese, his spectacles flashin 


‘bobs intermittently to the surface of the 
crowd as he struggles to keep his place: 


ine. The Mao jackets have multiplied. Th 


dock arms. When challenged, they simp 


growl Gn Mandarin) ‘ ‘we are a unit" . 
‘The rest of us are not buying this ex- 
planation, Cindy launches into a lawyerly: 
expostulation. Donald plonks down his 
Cathay frequent flyer card on the counter | | 
and announces he will take it up with | _ 
"management. " Even the pin-striped Ko- | - 
rean is steamed enough to undo his cravat. | 
The Minnesotans blink all the harder | 
and the Sindhi smirks wrily. The Hong- 
kong punks launch into a stream of Can- 
tonese invective, which this Traveller 
gamely tries to render into Mandarin for 
the benefit of the Mao jackets — who | 
stoutly refuse to budge. The Dragonair |. 
clerk blanches and declares that, since the - 
impasse looks irresolvable, he is simply 
closing the standby lists for pe 
king today. 

After hanging around lone 
enough to convince ourselves | 
they mean it, we all decamp to __ 

- the Chinese airlines’ counte 
around the corner. Here, the 
pandemonium makes Dragon- ^. 
air look staid. The line snakes | ~ 
around the front of the depar- |. 
ture hall and then doubles back: 

The Maoist "unit" uncer- | 
emoniously horns in ahead of a | 
pair of Senegalese medical stu- - 
dents who have been camping —__ 
out overnight in hopes of reach- | 





























the head of the queue the previous night. | 
Shouting and shoving matches break out. 
Halfway down the queue, an overseas 
Chinese woman frets hopelessly: “I’ve 
never seen anything like this. I have to get 


This, she explains, is when Christ: w 
call to heaven all those who have accepte 
Him as their Personal Saviour, leaving th 
rest of humanity to perish in the Apoc 
lypse. She knows this is so because she 
heard it on Channel 40 in Los Angeles. 

If the world is about to end, then why is 
she spending the final days on a standby 
queue in Kai Tak? "l've got to get ue 
there,” she explains. “I’ve got to tell them.” 
Otherwise, those without confirmed rese 
vations will be unable to get on that fina 


ARTS & SOCIETY 


EXHIBITION 


Cambodian treasures 


A selection of the treasures from the Age of Angkor 
exhibition in Canberra. The exhibition is on loan from 
the National Museum of Cambodia in Phnom Penh. 





Portrait head of King 
Jayavarman VII, from Prasat 
Prah Khan, Kompong Svay. 

Made of sandstone, it is in 
the Bayon style from the late 
12th to early 13th century. 


Below, the Dancing Hevajra, 
from Banteay Kdei, Angkor. 
Bronze with traces of gilt, it is 
in the Bayon style from the 
late 12th to early 13th 
century. 


Below right, Vishnu reclining 
on the serpent Ananta, from 
Western Mebon, Angkor. 
Bronze in the Baphuon style 
from 1050-1100. 
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By Jacqueline Rees in Canberra 
here is a goddess, serene and 
composed, with exquisite fea- 
tures, piercing eyes and a dim- 
pled chin; a creature of rare 
poignancy and slender, sinuous form that 
has remained perfect for more than a thou- 
sand years. 

A Khmer, she looks down on an equally 
magnificent array of deities and kings in 
Canberra in a room in the Australian Na- 
tional Gallery; a finely pleated skirt hugs 








her tiny waist and drops to a gentle swirl | 


over her delicate feet. 
Lakshmi, the Goddess of Fortune, is a 


sandstone sculpture, just 101 cm high, | 


whose portrait highlights a unique selec- 
tion of priceless treasures from the Na- 
tional Museum of Cambodia now on dis- 
play in Canberra. 

The treasures left Cambodia for the first 
time ever to take part in "The Age of 
Angkor,” an exhibition that was blessed by 
Cambodia-born Buddhist priests from Syd- 
ney when it was opened by Prime Minister 
Paul Keating. 

The exhibition will close at the end of 
October. For Australians, it is one of sev- 
eral projects marking the resumption of a 
long history of cultural exchanges between 
the two nations that was interrupted dur- 
ing the tragic years of fighting in Cambo- 
dia. 

The Australians dedicated the exhibi- 
tion to members of the National Museum 
of Cambodia who died between 1975 and 
1979, especially two former directors, Chea 


Thay Seng and Ly Vouong, and a deputy | 


director, Panh My Huong. 
Interestingly, the present museum di- 
rectors chose to allow Australia to host the 


exhibition over requests from Japan, Brit- | 


ain and the US. 


Prince Norodom Sihanouk endorsed | 


the decision in a letter read out at the open- 
ing. He said: “I am delighted that 35 of 
Cambodia’s most precious stone and 
bronze works from the glorious Angkor 
period, which have never left our country, 
will be shown for the first time overseas at 
the National Gallery in Canberra. These 
works form our most valuable collection 
from the National Museum in Phnom 
Penh.” 

The Khmer heritage, according to 
Michael Brand, Asian art curator at the 
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CHRONO COCKPIT 
The first Breitling chronograph of 
small size, which can also be worn by 
ladies. Measurment to 1/5th 
of a second, with hour and minute 
counters. Rotating bezel with 
rider tabs. Glareproofed sapphire 
crystal. Screw-locked crown 
Water-resistant to 100 meters. 


Australian gallery, is a “tradition of sculp- | 


ture that possesses an almost universal 
power and attraction." 

Several of the works are from the pre- 
Angkor period, but most date from the 9th 
to 13th century, which Brand calls "the Age 
of Angkor, the golden age of Cambodia's 
history," which in terms of European his- 
tory stretches "from the time of Charle- 
magne to the age of the High Gothic cathe- 
drals in Chartres, Reims and Amiens." 

He adds: “The anonymous Khmer art- 
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Alcatel. Individual solutions 


Alcatel's world is one of communications. 
A world which is dedicated to advancing 
the technological capability and under- 
standing needed to bring people together. 
Our global communications expertise is 
based on a total commitment to providing 


communications solutions. 


Above all, our worldwide expertise 
enables us to help develop communication: 
systems for individual countries. 

Our experience and understanding o 
local markets is reflected by our 134,00( 
professionals employed in no less than 1X 


countries worldwide. 
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r worldwide communications. 


Our expertise is total and encompasses 


| communications systems: Network Systems; 





3diocommunications, Space and Defense; hA 


Jsiness Systems; and Cables. ALCATEL 


Alcatel. The commitment and capability 





| provide individual solutions for 
} h y Alcatel n.v., World Trade Center, 
»mmunications systems worldwide. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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Posco's steel exports are threatened by recession and protectionism. 


COMPANIES 


Baptism of fire 


South Korea's Pohang Iron & Steel faces big challenges: there's a new 
chairman at the helm, markets are weak, and analysts wonder whether 


its diversification moves will work. 


By Ed Paisley in Seoul 


ohang Iron & Steel Co. (Posco) 
will soon find out if it has nerves 
of steel following the resignation 
of its charismatic chairman, Park 
Tae Joon. The founder's resignation came 
just days before 8% of the company's 
shares were to be made available to for- 
eign investors and at a critical juncture for 
Posco. 

The South Korean steel behemoth — the 
world's third-biggest producer after Nip- 
pon Steel of Japan and Usinor-Sacilor of 
France faces a variety of challenges, 
some of them beyond its control. Steel ex- 
ports to the developed world are threat- 
ened by recession as well as protectionism, 
while demand in Posco's home market is 
reaching saturation point. In addition, ana- 
lysts see big risks in Posco's mammoth 
US$60 billion diversification drive. 
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With such uncertainties, this may seem 
to be an unlikely moment for 35% state- 
owned Posco to offer its stock to foreign 
investors. But it planned to do exactly that 
on 14 October by allowing foreigners to 
buy as much as 8% of its shares. Some ana- 
lysts think foreign investors may just yawn. 

"Institutional investors see a world steel 
industry in the pits,” says the head of a 
foreign brokerage firm in Seoul. "No mat- 
ter how efficient [Posco] is, the US, Japan 
and Europe are all going into recession." 

Some Seoul brokers are so nervous 
about the issue that they're waiting for the 
November offering by Korea Electric 
Power Corp. (Kepco), a utility, so that they 
can flog the two companies' shares at the 


Departure of Posco chief 
leaves a void — p42 
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same time. The shares of Posco and Kepco, 
both state-controlled companies, were 
opened up to limited foreign investment to 
help boost the fortunes of the ailing Seoul 
stockmarket. 

Brokers expect Posco's new manage- 
ment team to maintain the company's 
reputation for efficiency. But they suggest 
that international sales and investments 
could be hurt by Park's departure. "The 
Japanese won't deal with anyone but 
Park," says one analyst at Ssangyong Secu- 
rities. Others add that Chinese officials, too, 
will expect Park to take the lead in busi- 
ness discussions there. 

No need to worry, Posco says. Park will 
be honorary chairman. And Posco's new 
chairman, Hwang Kyung Ro, said that 
Park will be asked to maintain key links 
with customers and joint-venture partners 
in Japan, the US and China. "It is not nec- 
essary to change the management strategy 
of Mr Park, but in international relations it 
is more important to know the people, so 
we have to rely on Mr Park for foreign 
investment," he says 

But analysts wonder how Park will be 
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able to do that if he throws himself fully 
into South Korean politics. He has not said 
what he plans to do, although some ana- 
lysts suggest he may be preparing to 
launch a new political party and may make 
an independent bid for the presidency. On 
10 October, Park resigned as co-chairman 
of the ruling Democratic Liberal Party fol- 
lowing clashes with the party's presiden- 
tial candidate, Kim Young Sam. (See story 
on page 15.) 

In any case, Park's departure comes as 
Posco closes one chapter and begins an- 
other one. The company has always 
thought big, but it outdid itself with the 
completion of its integrated steel complex 
in Kwangyang on 2 October. Industry ana- 
lysts say the US$2.8 billion continuous-cast- 
ing plant is the most modern in the world. 

Unfortunately for Posco, though, the 
world is awash in the basic steel products 
in which it excels. US and European 
steel makers are bleeding red ink, while 
Japanese steel makers have seen their earn- 
ings nosedive. 

Posco projects 1992 sales to China will 
account for 15% of its total exports, up 
from just 1% in 1991. But the Japanese are 
there fighting for market share. Chung 
Myong Sik, who now becomes vice-chair- 
man following a stint as president, says 
that the company is not making money in 
China or in Southeast Asia. "You're lucky 
if you break even in bad times, and these 
are bad times," he says. 

More troubling is the company's diver- 
sification programme for the 1990s. Posco 
wanted to protect itself from just the sort 
of cyclical downturn that is ravaging the 
steel industry. But foreign brokers and in- 
vestors question whether the company has 
the talent to branch into the new fields it 
has chosen — information technology, new 
materials, specialty chemicals, and con- 
struction and engineering — without stum- 
bling as badly as the world's other leading 
steel companies. 

Japan's steel companies have tried to 
diversify in recent years, but those attempts 
are notable mostly for their failure. "Japa- 
nese steel companies had great ambitions 
to do various things, but with no natural 
advantage," observes Jason James, an ana- 
lyst at James Capel in Tokyo. "Diversifica- 
tion has to be driven by synergy, either a 
customer base or technology." 

Japan's steel firms piled into electron- 
ics, engineering, land development and 
even amusement parks. Most of their di- 
versification efforts achieved only one ob- 
jective: finding employment for workers 
who would have been laid off at their steel 
plants. In Japan, that would have been un- 
thinkable. Nippon Steel's amusement park 
in Kyushu is popular, but it isn't turning a 

fit. 

P" Steel analysts in Tokyo are sceptical 
about Posco's chances of succeeding where 
Japan's steel giants failed. But their local 
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counterparts are not so cautious. "Posco 
will not make the mistake of the Japanese 
companies and diversify into unrelated in- 
dustries,” says Nahmu Lee of Jardine 
Fleming. “They will upgrade their [steel] 
product mix, increase efficiency, and only 
then move into other areas, like telecom- 
munications." 

Park was keen to make just this point in 
an interview with the REVIEW prior to of- 
fering his resignation. "We make too many 
thick products," he complained, referring 
to the fact that close to 70% of its sales are 
of basic rather than higher value-added 
products. “We must invest more in direct 
downstream products. And we must di- 
versify.” 

Analysts say Posco must do more than 
that and it must do it quickly so that the 
government doesn’t grab its cash hoard. 
“Posco is sitting on Won 700 billion 
[US$890 million] of surplus cash," notes 
David Kim of Schroders Securities. "This 
will have a direct impact on their net earn- 
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ings if they don't use it.” Adds Sean 
Goldrick of James Capel: "Posco is a world- 
class company with excellent cash flow, but 
they will have to report it [to the govern- 
ment] or do something with it." 

Brokers predict investors will profit 
from Posco's vastly increased cash flow 
beginning in 1993-94, when hefty tax-de- 
preciation costs fall away following com- 
pletion of the Kwangyang facility. In 1991, 
for example, net earnings were US$138 
million because of accelerated depreciation 
charges allowed under South Korean ac- 
counting rules. Under US accounting prac- 
tices, however, profits would have been 
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three times larger, accnding io a xD 
prospectus prepared by Goldman Sachs. 

Some brokers in Seoul see Posco's prof- — 
its climbing by as much as four times cur- — 
rent levels by 1994, giving shareholders a 
significant return on their investment — 
and the tax man a higher share of soe 
profits. Much of the US$60 billion slated 
for diversification, however, is likely to be | 
invested for tax-depreciation purposes. But 
will it be spent wisely? 

Koo Jay Young, the company’s director — 
of diversification, forecasts sales from 


Posco's non-steel subsidiaries will rise to 


17% of total revenue by 1994 and to 30% 
by 2001, from less than 10% now. This is a 
significant jump for a company that has 


produced nothing but steel for the past 25 — 


years. 
Posco's non-steel businesses have been 


slow getting off the ground. But company ~ 


executives say more will happen now that 
the Kwangyang steelworks is complete. 


Indeed, Koo points to a milestone that will - 


be reached later this month, when Posco 
subsidiary Posco Huls begins producing 
silicon wafers. Koo projects it will capture 
53% of the Won 500 billion local market by 
1995, 


Posco holds 409» of the joint-venture 


company. MEMC Corp., a US silicon wa- 
fer manufacturer, and Samsung Electron- 
ics, which will be its major South Korean 
customer, each will own 20%. 

Why silicon wafers? No one is making 
any money in them right now, says Barings 
analyst Keith Nam. Moreover, Posco 
Huls' only significant local competitor, 
Lucky Goldstar group, is planning to ex- 
pand and upgrade its production capacity 


in the year ahead to match that of Posco, — 


sources say. 


Posco executives say they are confident _ 


the wafer venture will succeed. When 
Posco launched its steel business, nobody 
was making money. But as a core industry, 
the Pohang steel mill spawned new indus- 
tries in South Korea, such as shipbuilding, 
auto manufacturing and electronics, in turn 
creating new customers. Says Park: "We 
are a materials company, and so we should 
concentrate on materials." 

Or technology. In 1989 Posco set up 
Posdata, an information technology and 
telecommunications company to tap the 
expertise of Posco's computer engineers, 
who built the company's state-of-the-art 
computerised steel production system at 
Kwangyang. 

The company has grown into a diversi- 
fied, if still infant, data-communications 
company, with gross profits of Won 100 
million on revenue of Won 470 billion. But 
roughly 50% of its business comes from 
Posco- or steel-related businesses. Leading 
chaebol are strong in the field, too. 

In August, a consortium led by Posdata 
fell just short of winning the South Korean 
Government's second telecommunications 
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contract award. Fortunately for Posdata, 
the winner had to return the contract to the 
government following charges of corrup- 
tion and nepotism in the bidding process. 
The next government is expected to seek 
new tenders some time in early 1993. 

Posdata needs to win the second tele- 
communications contract to become the 
full-service data and telecommunications 
company it aspires to be, acknowledges 
Posdata president Sung Ki Joong. But there 
is no guarantee that the next government 
will use the same criteria in the bidding 

rocess. 

Amid all these diversification moves, 
Posco is strongest in the area it knows best: 
the local steel market, which traditionally 
accounts for well over half its revenue. In 
the first half of 1992, Posco's total sales rose 
by only 4% while profits climbed by 14% 
from year-earlier levels. Practically every 
other company in South Korea increased 
its sales but recorded lower profit growth. 
How did Posco pull this off when exports 
are not profitable? 

With more than a 70% local market 
share in most major steel products, the 
company is now turning a profit by charg- 
ing 10-20% more than prevailing interna- 
tional prices for its domestic products, lo- 
cal customers complain. This is after dec- 
ades of being obliged by the government 
to sell at less than world prices to help fos- 
ter South Korea's industrialisation. 

Posco executives dispute the high mar- 
gins cited by its customers, but not the sub- 
stance of the claims. "Until recently, our 
export prices have always been more ex- 
pensive," a Posco export manager con- 
cedes. But Posco says that local hot-coiled 
prices have dropped nearly 6% so far this 
vear, and that sale prices to export-related 
customers have dropped almost 12%. Ex- 
port prices, they say, have dropped further 
because of Japanese dumping. 

Higher margins on local steel sales will 
be important this year and next, as Posco 
products are taking a beating in interna- 
tional markets. Posco's exports are ex- 
pected to account for close to 40% of total 
sales revenue in 1992, up from 31% in 1991 
and 24-30% in the early 1980s. But demand 
is off and prices dismal in the Japanese 
market, which has accounted for 45% of 
the company’s exports in recent years. 

Posco, however, should weather poor 
world steel conditions, as it has never re- 
lied on export markets for profits, but 
rather for foreign-exchange earnings to 
service its foreign debt, according to a re- 
cent study by Stanford University of the 
US. The report adds that Posco sees in ex- 
port markets a counter-cyclical strategy of- 
ten found among steel makers: when de- 
mand is down at home, offload excess ca- 
pacity abroad. 

"This strategy has led to criticisms of 
dumping in the early 1980s during the 
worldwide recession," says the report. At 
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the time, Posco's exports as a percentage of 
sales reached 44.5%, or close to expected 
40% levels in 1992. 

"To build a steel company to export is 
insane," counters Posco's Chung. “100% 
production for the domestic market is im- 
possible, but to ensure higher capacity uti- 
lisation we must be able to export." He 
says that about 25% of capacity for the ex- 
port market is optimum. 

To guard against declining demand in 
Japan and the possible demise of its joint 
venture with USX, Posco is pursuing joint- 
venture links with new partners around 
the region. Posco is negotiating to build 
cold-rolling steel mills in Malaysia and 
China. Negotiations with the Malaysians 
have gone nowhere, but Park hopes that 
China will become a good joint-venture 
partner, as well as ask for assistance in 
overhauling its giant Baoshan steelworks. 


In addition, Posco is negotiating with Bur- 
mese authorities on joint-venture possibili- 
ties, and has already invested in a corru- 
gated sheet company in Vietnam. 

Hwang acknowledges that the export 
diversification programme faces problems, 
particularly in its competition with Japa- 
nese steel mills. "We must go where Japan 
hasn't been yet — Vietnam and Burma — 
and compete in China, too." 

But he remains confident these moves 
will pay off in the long term. "We exported 
31% of our capacity [in 1991] and still made 
a profit," boasts the new chairman. "This 
means we are still very cost-effective." 

But with exports likely to account for 
more than 40% of its sales this year and 
next, Posco's profitability will depend very 
much on diversifying successfully out of 
steel — and avoiding the mistakes of its 
Japanese competitors. ` 
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Captain of industry 


Departure of Posco chief leaves a void 


ohang Iron & Steel Co. has lost to 
P politics the only chairman it has 

ever known, Park Tae Joon, 64, the 
domineering former general who built 
South Korea's steel industry. 

Park resigned as chairman of Posco on 
5 October but he will still have some influ- 
ence as honorary chairman. He also re- 
signed as co-chairman of the ruling Demo- 
cratic Liberal Party (DLP) on 10 October. 
Park is expected to help form a new politi- 
cal party to challenge the 
two Kims — DLP candi- 
date Kim Young Sam 
and opposition leader 
Kim Dae Jung — and 
may even become its 
presidential candidate in 
the mid-December elec- 
tions. 

In an interview with 
the Review, Park de- 
clined to spell out his 
political ambitions, but 
sounded eager to put his 
Posco experience to work 
for the country. "The na- 
tion's leaders have failed 
to give political direction 
and hope to the people," 
says Park. "Now we 
have to change our con- 
frontational political en- 
vironment to produce 
something new for the 
Korean people. It is for 
that I have worked in 
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Park: political ambitions. 


steel making." 

Posco and Park are synonymous in the 
eyes of South Koreans. Appointed Posco 
chief by the late dictator Park Chung Hee 
in 1968, Park has created an industrial 
powerhouse that has earned him the re- 
spect of the country, if not its admiration. 
On this hinges his fate as a national politi- 
cian. 

Political analysts say Park's early repu- 
tation for running Posco like an army camp 
make his chances of win- 
ning the presidency slim 
in this new era of democ- 
ratisation in South Korea. 
In the 1970s, wearing 
military jackboots and 
waving a swagger stick, 
Park set bulldozers upon 
the walls of factory sites 
at Pohang to ensure con- 
tractors didn't cheat on 
the cement mix. 

Two decades later, he 
has hardly mellowed, 
dynamiting a landfill 
platform at the new 
Kwangyang site because 
of shoddy workmanship 
and driving his work- 
force to complete the 
project well ahead of 
schedule, "as if he were 
leading a military cam- 
paign," recalls one engi- 
neer. 

But Park's authoritari- 


H3xHvg Wid 


22 OCTOBER 1992 


Maria Alba doesn't always 
choose the safest slopes... 
But she chose the safest bank. 
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anism has always been balanced by a 


¿£ paternalist approach to labour, providing 
. affordable housing and good education 
benefits to his workforce. This softer side, 
along with his acknowledged managerial 
skills, could tip some voters in his direc- 
tion. 

The company's military-style regimen 
in the 70s and 80s led many top-notch col- 
lege grads to give the company a miss in 
favour of the nation's leading chaebol. 
Since 1988, however, when "democratisa- 


-. tion" swept the country, Park negotiated 


Reny pay wages instead of suffering 


improve efficiency. In the process, Posco 
fought off attempts to unionise the com- 
pany and has never experienced a strike. 

Park also planned and built a model 
company town in Kwangyang, complete 
with parks and a stadium, an auditorium 
and plenty of good schools. The commu- 
nity, by working-class Asian standards, is 
extravagant, resembling an American sub- 
urb. 

The reasoning behind the move, says 
Park, has nothing to do with democratisa- 
tion, as the company built a similar com- 
pany town in Pohang in the 1970s to at- 
tract the best workers and management to 


i à theninaal bwa. But the idyllic nn 
urban setting of the Kwangyang commu- 
nity is indicative of Park's embrace of the . 


forces of democratisation. 

And it has worked. These changes at 
Posco are now attracting the best and 
brightest of South Korea’s college gradu- 
ates and blue-collar labourers, who flock to 
Posco not only for higher pay but also for 
the company’s generous housing and edu- 
cation benefits. 

Lost amid Park’s political calculations is 
the fate of Posco without him. The com- 
pany in many ways is a reflection of Park, 
from its clean bathrooms to its emphasis 
on high-technology, efficiency and nation- 
alism. 

Park left the military to build a modern 
steel industry from scratch in the late 1960s. 
The task seemed so impossible that the 
World Bank refused to fund the project. 
Park then turned to the Japanese for initial 
aid and technology, and to the South Ko- 
rean government for all manner of assist- 
ance. 

According to a Stanford University 
study, the entire project might have died if 
the South Korean Government had not 
guaranteed payment for the first shipments 
of iron ore and coal from Australia. But the 
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firm prospered on official subsidies and the 


government's implicit credit guarantees 
until it found its own feet in the early 
1980s. 

Posco executives bridle at suggestions 
that the company's success is based on 
government favouritism. The company, of 
course, has prospered precisely because of 
these factors. But Park has been deter- 
mined to keep out the rot that usually ac- 
companies such favouritism — complacent 
managers, lazy workers, and government 
bureaucrats seeking sinecures with the 
company. 

“The chairman spends 80% of his time 
fighting off requests for special favours 
from the government," says a senior Posco 
executive. The rest of the time is spent rid- 
ing herd over Posco management and la- 
bour to ensure they realise "the importance 
of this company to the nation," says the 
executive. 

Posco's management is considered 
among the best in the world steel business 
and in South Korea, so it is likely the 
company will be run with the same ruth- 
less efficiency. But how well management 
can resist government pressures without 
Park at the helm remains in doubt. 

m Ed Paisley 
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Dominance equates to winning. 
Winning equates to leadership. For 
46 years The American Graduate 
School of International 
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advanced global education. The 
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travellers 
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As one of Asia's leading hotels, 
Parkroyal Kuala Lumpur 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 
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Export worries 


n a hothouse economy where long- 
term confidence is weak, there are 
few more disturbing signals than 
sluggish growth forecasts. But that is 
where Taiwan finds itself today. 

The Directorate General of Budget, Ac- 





| counting and Statistics has lowered its pre- 


diction of GNP growth for this year to 6.4% 
from 7%. The adjustment, announced in 
early October, follows a decline in exports 
triggered by a sharp appreciation of the 
New Taiwan dollar. 

Not all forecasts, however, are so 


| gloomy. Much depends on export perform- 


ance in the remainder of the year by Tai- 
wan's trade-driven manufacturing sector. 
Some analysts still believe GNP growth 
could come close to the 7% target. 

September's exports fell 6.7% from a 
year earlier to US$6.5 billion, putting the 
seal on a generally poor five months for 
exports. August was the one bright spot, 
with year-on-year growth exceeding 18%; 
shipments fell slightly in June and July af- 
ter lacklustre growth in May. 

The simplest explanation for the export 
troubles, according to analysts, is the 
strength of the New Taiwan dollar, which 
reached a high of NT$24.50 to the US dol- 
lar in July. The currency has since weak- 
ened slightly to around NT$25 to the US 
dollar. 

Imports, meanwhile, have risen 
strongly. Through May-August, growth 
ranged from 19-22%; September was the 
exception, with a rise of 7.6% to US$5.7 
billion. Imports of consumer goods have 
been especially strong, climbing 30% in the 
first nine months of the year. 

Taiwan's trade surplus is expected to 
shrink to less than US$10 billion this year, 
down from US$13.3 billion in 1991. The 
surplus with the US, however, is heading 
in the opposite direction. It expanded for 
the first time in four years to US$6.3 billion 


| in the first nine months of this year, up 


from US$5.8 billion in the year-earlier 
period. That reversal has brought renewed 
pressure from Washington for further 
appreciation of Taiwan's currency. 

In early October, the Central Bank of 
China eased the interest-rate gap with ma- 
jor trading partners by trimming 0.5% off 
the rediscount rate to 5.6% and pushing 


| interbank rates down to 6.5% from 7%. The 





change was the first since the bank added 
0.25% to interest rates in May in a move to 
fight inflation. 

Analysts say the latest adjustment will 
aid ruling-party candidates in the cam- 
paign for the December legislative elections 
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by easing liquidity for the hotly contested 
race. 

For some economists, concern about 
Taiwan's economic health goes deeper than 
adjustments to a stronger currency. They 
point, for instance, to the long-term decline 
in manufacturing and to what they see as 
abnormal growth of the service sector. 

At its peak in 1987, manufacturing 
contributed 40% of GDP before slipping 
steadily to below 34% this year. Service in- 
dustries now account for more than 54%, 
up from 47% five years ago, with most of 
the rise coming from financial services. 

While economists say there is no imme- 
diate problem, they are concerned about 
Taiwan's future competitiveness. They 
worry that services will be unable to sus- 
tain a strong economy, especially if manu- 
facturing does not move up the technologi- 
cal ladder. 


Poor little rich boy 
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"Forecast 


Inflation also continues to be a threat. 
It hit 7.4% in September, the highest 
annualised rate in more than a decade. 
Some analysts, however, expect inflation 
will slip back to the 5% level by year-end 
because seasonal fluctuations in food prices 
have been the main cause of recent price 
increases. 

As for public spending, a slowdown in 
infrastructure investment may be a bless- 
ing in disguise. Since a public auction sys- 
tem for bond sales was adopted in Novem- 
ber 1991, the government has issued 
NT$260 billion in bonds — less than half 
the amount expected. Analysts say the 
lower level of issues corresponds to project 
delays for the six-year national develop- 
ment plan. m Julian Baum 
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|: you ship materials around the 
world you are now faced with 
an important choice. There is 
conventional air freight. Or there 
is Worldwide Expedited Package 
Service from UPS. 

With a logistical breakthrough 
that defies logic, UPS offers faster 
shipments that are both more 
economical and more predictable. 

The key is, we rely on no one but 
ourselves. We pick up your parcels. 
We fly them to the USA or Europe on 
our own scheduled flights. And we 
personally deliver them to their final 
destination. 

This makes them faster and more 


economical than conventional freight 





shipments. But, more important, it 


Door to door we cost less than conventional 

air freight. Door to door were faster. Door to door 
were more predictable. All because we are 

...door to door. 


also enables us to meet the most 
vital need of todays shippers and 
consignees: predictability. 

So, call UPS and discover the 


benefits of door-to-door responsibility. 


=o 


United Parcel Service 
As sure as taking it there yourself 


For information call: Australia. 02/6671333 Brunei. 02/242401 China, Peoples Republic of. Beijing 01/4994100, Guangzhou 020/6680964, Shanghai 021/2565760 Hong Kong, 7353535 
India, 022/6124449 Indonesia, 021/4714848 Japan, 03/54011513 Korea, 02/6013300 Macau, 963535 Malaysia, 03/2552566 New Zealand, 09/2754009 Pakistan, 021/440081 Papua New 
Guinea, 254447 Philippines, 02/8321565 to 69 Singapore. 7383388 Sri Lanka. 01/28793 Taiwan, 02/8833868 Thailand, 02/5131109 
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Twenty-four months after 
groundbreaking the Pohang Iron 
and Steel Company in Kwangyang/ 
Korea was able to produce its first 
ton of steel in the No. 2 steel making 
plant. Six weeks later, the plant 
reached full capacity, a record 
achievement. 


Another turnkey project in which 
Siemens played a vital role. Our 
involvement: Planning, engineering, 
supplying and installing advanced 
electrical equipment and systems 
for the main blower of the blast 
furnace as well as for the blast 
oxygen furnaces and the casting 
and sinter plants. Working within a 
very tight time schedule, 
coordinating deliveries from 
overseas and local factories, 
providing on-the-job training for 
POSCO service and operating 
personnel demanded our full 
attention. And, above all, we 


We turned the key 
within 24 months 


ensured maximum quality all the 
way to final commissioning. 


The Siemens knowhow in systems 
integration has now been 
strengthened further by forming a 
competence centre in Singapore to 
provide sales support, engineering 
and service for basic industries in 
the region. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 





MANAGEMENT 


Aiming for the top 


Manila institute provides good, cheap tuition 


By Rigoberto Tiglao in Manila 


MBA-type degree at Harvard Business School 
standards, but one fifth of the cost and with 
Asian focus, minus Massachusetts winter. Old- 
boy network of 9,500 alumni in tiger economies 
of Malaysia, Indonesia and Thailand as well as 
in other countries, including Vietnam and 
China, Also, two-to-eight-week crash courses on 
management. One-to-two-year degree tuition: 
LIS$6,000-9,600 


hat may well be the advertisement 
for Manila's Asian Institute of Man- 
agement. 

Management? In a country that has 
failed repeatedly to live up to its 
enormous economic potential? 
Perhaps against all odds, this insti- 
tution — set in one of Asia's sickest 
economies — is turning out many 
of the region's new corps of man- 
agers. And it is doing so without a 
single peso of government money. 

“If I went to Harvard, I would 
have studied mostly Western busi- 
ness cases,” says Herry Hendarta, 
an Indonesian student. “Here, I'm 
learning how business is practised 
all over Asia, where I'll most prob- 
ably be working anyway." 

At any one time, AIM has about 
300 students in its degree pro- 
gramme, the two-vear Master in 
Business Management and the 
one-year Master in Management. 
It also has about 1,000 students in 
its non-degree courses. 

AIM's roster of 18,000 alumni — 
male — reads like a Who's Who of busi- 
ness in Asia. Some 52% of its graduates are 
non-Filipinos, mainly Malaysians, Indone- 
sians and Thais. About one third of its 
alumni are in top management positions 
and another third in middle or 
India, Japan, South Korea, Nepal, Singa- 
pore, Hongkong and Taiwan each has at 
least 100 alumni. 

“One of the school’s major attractions,” 
says vice-president Michael Hamlin, “is 
that it provides a venue for developing 
business contacts within the region.” AIM 
maintains alumni associations in 11 Asian 
cities with a membership of 9,500, a 
number substantial enough in Malaysia 
ind Indonesia to represent those countries’ 
ipper- and middle-management elite. 

AIM was established in 1968, in part re- 
lecting the Philippines’ edge among its 
Yeighbours — its advanced, business-sup- 


25% fe- 
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ported, private educational institutions. 
Two of Manila's world-class private Catho- 
lic universities, Ateneo de Manila and De 
La Salle, combined their resources to set it 
up, with donations in cash and land from 
20 Philippine-based companies, particu- 
larly Ayala Corp. and the Eugenio Lopez 
family of Manila Electric Co. 

With Harvard Business School's former 
associate dean Stephen Fuller as its first 
president, AIM was to be a Harvard clone 
in Asia. 

And indeed, AIM still maintains the Har- 
vard method of educating managers. The 
focus is not on lectures but on analysing 
real business cases — a mix of Harvard- 


Managerial elite learn the ropes in impoverished Manila. 


copyrighted studies and Filipino as well as 
other Asian company situations. 

For instance, a case study on Indone- 
sia’s Kalimantan Oil involved a “wonder 
boy" who was rising rapidly in the corpo- 
rate hierarchy. Unfortunately for wonder 
boy, his policies seemed to be blocked by 
other executives. Another case focused on 
Singapore Containers. The assignment: 
Determine which of about 24 steps in a 
process for making steel containers re- 
sulted in poor quality. 

AIM has adhered to Harvard's emphasis 
on a student's ability to out-talk about 30 
others in discussing cases; the grading sys- 
tem is based heavily on class participation. 
“We have about 600 cases a year, with each 
case at least 15 to 40 pages long," says Edna 
Lee, a Master of Business Management stu- 
dent. "One of their objectives seems to be 
to find out how much an AIM student can 
handle stress." 
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Perhaps many students have low expec- 
tations. Some choose AIM as an alternative 
to Harvard or Wharton because US$50,000 
for an American MBA is beyond reach. AIM 
is a lot cheaper, so some students get a 
rude shock when they find they cannot just 
breeze through. 

^| didn't have the money to go to a 
good business school abroad so I went to 
AIM in 1974,” recalls Roland Young, presi- 
dent of All Asia Capital group, a fast-grow- 
ing Philippine financial company. “But | 
found out that AIM's business course is as 
good as anywhere in the world." 

AIM's non-degree training programmes 
have gradually become its bread-and-but- 
ter, accounting for 70% of its revenue, 
which rose to P156 million (US$6.5 million) 
in the year ended June 30 from P104 mil- 
lion the previous and P61 million in 1990. 
Some 83% of its alumni actually were stu- 
dents in such programmes. These are 
mainly four-week top- or middle-manage- 
ment courses, as well as training pro- 
grammes in such areas as banking, air- 


transport management and construction. 

AIM officials say they welcome the insti- 
tute’s evolution into a relatively inexpen- 
sive crash-course school, quickly and effi- 
ciently training executives. "We realised 
that with the scarcity of managers, Asian 
companies cannot afford to send their peo- 
ple to one- or two-year programmes,” ex- 
plains AIM president Felipe Alfonso. “So we 
developed the short, non-degree courses." 

Short courses have other advantages as 
well. With managerial technology develop- 
ing so fast, some AIM people have even 
begun questioning the usefulness of the 
two-year course, fearing that what is 
learned quickly becomes obsolete. 

“We are not an academic, ivory-tower 
institution," says Hamlin. ^Our strength is 
that we are market-driven, and our non- 
degree courses are responses to the mar- 
kets." 

That seems to suit many Asian com- 
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‘parties just fine. Since 1990, for exiniple, 
Indonesia's Salim Group has enrolled 337 
f its top- and middle-level executives in 
\IM’s management-development pro- 
‘grammes, while 126 staffers of Perumtel 
(Perusahaan Umum Telekomunikasi) have 
attended degree courses handled by AIM 
at Indonesia's MBA-Bandung business 
school. 

Since many of their students are in top 
or middle management, AIM professors 
have become consultants to Asian com- 
panies, giving them greater opportunities 
to learn about the Asian manager. "The 
picture that is emerging," says Wand 
_and former president Gabino Mendoza, “i 
.of a manager geared towards consensus, 
family or clan values, interpersonal skills." 
For their part, students seem to share the 
faculty's obsession in finding out every- 
‘thing possible about the Asian manager. 
“It is here that I really learned about the 
-world of Asia," Indian MBM student 
Sachdeve Ramakrishna says. 
fu Even so, everyone is aware of the irony 
_ of studying business in a country whose 
.. economy has been so mismanaged for so 
long. “It is a dilemma," acknowledges one 
«professor. "Whenever I discuss a local case, 
c invariably one student points out that the 
-= Philippine firm's problems — high, vola- 
= tile interest rates, political instability — are 
too exceptional for anything to be applied 
|^ elsewhere." 

As a result, there is some debate among 
the faculty about AiM's role. The dominant 
thinking can be summed up this way: AIM 
is just like any other private-sector firm. Its 
objective is to make its products more effi- 
ciently and with better quality. In AIM's 
case, that "product" is professional school- 

ing of Asia's entrepreneurs and corporate 

executives. 
This philosophy is represented by a 
:three-pronged strategy agreed upon by 
members of the faculty two years ago. Prof. 
Herminio Coloma explains: "First, that AIM 
_... Will have to develop strategic alliances 

with regional corporations, which would 
~ financially support it. Second, that it has to 
maintain its market orientation, to respond 
. to the training needs of Asian companies. 
And third, that the particular management 
style we will develop would be . . . the 
total quality management philosophy, 
which so far seems to be the style of most 
- Japanese companies, lin contrast] with the 
© Western style of management." 

But in recent years, another view has 
taken hold: that the school cannot close its 
eyes to the Philippines problems and that 
it can play a major role in jolting the coun- 
try out of its economic stupor. 

This partly explains why many get in- 
volved in political movements and govern- 
ment. Even AIM's late president, Gaston 
Ortigas, was active in the anti-Marcos 
movement, while several professors were 
founders of Manindigan, an organisation 




















elped to develop | l 

tor's opp osition to the dictatorship. Says 
one professor: “Several of us do not be- 
lieve in the view . . . that our concern is the 
excellence of the enterprise, which will sur- 
vive if the country goes down the drain." 

So AIM, being the entrepreneurial place 
that it is, has begun programmes to ad- 
dress the country’s problems. Since 1989, 
AIM has been offering courses for "deve- 
lopment managers," or people involved in 
grassroots organisations. There is even a 
one-year Master degree in Development 
Management. 

Such courses are supposed to give so- 
cial activists and government officials the 
skills of the corporate world. After all, so- 
cial organisations, too, have to deal with 


such things as finance and personnel. The 








buzz words here are "social marketing," or 
viewing the organisation of cooperatives as 
a marketing exercise. 

“There are now two AIMs," president 
Alfonso says. "The first AIM deals with 
needs of business. The second AIM tries to 
deal with the needs of social activists. This 
is the only business school I know where 
you have these two kinds of courses under 
one roof." 

AIM is a good illustration of the Philip- 
pines' managerial strength and private-sec- 
tor grit. Thousands of students in top man- 
agement throughout Asia can attest to the 
school's success. Perhaps these advantages 
will — one day — help to bring economic 
salvation to AIM's own country. 8 








AVIATION 


Pinning the blame 


Aircraft to be inspected after Amsterdam crash 


By Michael Westlake in Hongkong 


wo crashes involving Boeing 747 


cargo aircraft — one in Amsterdam 

in early October and the other in 
Taiwan last December — are forcing Asian 
carriers to make costly inspections of a key 
component of the struts that join engines 
to wings. But here is the worst part: Boeing 
is not sure what caused the two crashes 
because inspectors are still looking for the 
crucial fuse pins that may have caused the 
accidents. 

The inspections resulting from the acci- 
dents, in which both engines on the right 
side of the two aircraft were ripped off in 
flight, are likely to cost Asian airlines a to- 
tal of at least USSI.1 million. 

If as a result of the inspections, parts 
need to be replaced on any of the about 
170 aircraft affected in the region, the fi- 
nancial penalty for about one day's work 


Fuse pins may have led to crashes 


One pin on each side 
of spar centre 





needed on each 747 found to be 
defective could be as high as 

US$50,000 in lost revenue per air- 
"aft. N 

Moreover, a new design of the fuse 
zins due to be introduced within the next 
12-18 months will mean all 747s having to 
ave them replaced in any case. But these 
'epairs should be less expensive because 
hey can be planned into regular mainte- 
ance periods. 

Although structural failure of one of the 
niddle pair of four hollow, steel fuse pins 
olding each of the 747's four engine-struts 
nto the wing could be the cause of the 
iccidents, no evidence exists as the parts 
ave yet to be found. Both crashes in- 
'olved cargo aircraft just after take-off, the 
nost recent being the Israeli El Al crash at 
Amsterdam on 4 October and the previous 
ne that of a China Airlines 747 in Taiwan 
n December. 

The fuse pins, about 10 centimetres long 
nd six centimetres in diameter, are the 
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mechanical equivalent of fuses in that they 
are designed to break at a certain level 
of stress. The pins, for instance, are de- 
signed to break in a wheels-up landing so 
that contact with the ground will push 
the hot engines clear of fuel tanks in the 
wings. 

Fuse-pins are also intended to allow an 
engine and its strut to fall clear of an 
aircraft if the engine has what is called a 
catastrophic failure, which causes it to seize 
up. 

The theory is that losing an engine to 
the tremendous twisting force involved in 
such a failure should cause less damage to 
a wing than if it stayed attached. 

But in both recent accidents, the 
inboard engine on the right wing appears 
to have come off and to have hit the 
outboard engine, breaking it off, too, as 
well as ripping out parts of the lower 
wing's skin and rendering the aircraft un- 
controllable. The 
fact that cargo air- 
craft rather than 
those carrying pas- 
sengers were in- 
volved seems to 
have been merely 
fortuitous. 

The crucial part 
of both crash inves- 
tigations is finding 
what caused the in- 
board engines to be 
ripped off. In the 
China Airlines case, 
divers searching for 
the fuse pins resumed 

scouring the sea-bed — 
just two days before the El 

Al accident — in the area where 
the aircraft's right engines, parts of their 
struts and wing pieces were found. 

Engine-maker Pratt & Whitney of the 
US, whose engines powered both crashed 
aircraft, says a visual inspection "indicated 
no evidence of a major [engine] failure 
while airborne and nothing which would 
have torn the engines off the aircraft from 
internal causes." 

Boeing officially says the investigation 
is proceeding, but unofficial comments 
indicate that the company's engineers are 
not convinced by Pratt's statement. In at 
least one case, they say, a broken fuse pin 
was discovered on a 747 after landing, in- 
dicating that a pin's failure alone is not 
enough to cause the engine to break away 
in flight. 
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e Fuse pin locations 
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Itsa host of important room features such as 
keved-off elevator access, in-room Elsafes, two 
phone lines, as well as 


complimentary continental breakfast and 
cocktails served in one of 3 harbor-view lounges, 
and a lot of little extras 


On the Executive Floors 
at the JW Marriott Hotel 
Hong Kong, all the little 
extras don't appear on 
your bill... like in 
some hotels. 


JW MARRIOTT HOTEL. 


HONG KONG 


For reservabons, call The TW Marmor Hotel, Pacific Place 
88 Queensway, Hong Kong Island. Hong Kong Tel 80) Ab, Fax SOS 0737 
Thx 66599 MARTT HX. In Asia Pacific: KEL 258 0059. SIN 291 7400, 
SYD Toll Free 008 251259. TYO 32915 7295 
In the US and Canada Tol Free 800 228 9290 
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tys the thump from a heavy landing can 
e enough to break a fuse pin. Such dam- 
ge, he says, is easily found be ecause . an af- 
aed engine hangs slightly at ihe WIDE 















; Boeing has had problems. uiti fuse 
pins before. The company's first design, 
‘installed on aircraft | manufactured be- 
fore 1980, was superseded by a type 
that it was hoped would end complaints 
about corrosion. and cracking caused by 
. Stress. 
e The aircraft maker has idteived reports 
of 15 cracked new-model pins since 1986, 
14 with Pratt engines and one with an en- 
^". gine made by Rolls-Royce of Britain. None 
/;;. involved aircraft with engines made by 
— General Electric of the US, though US au- 
....thorities have asked that sample inspec- 
tions of these 747s be done. Fuse-pins dif- 
fer in thickness according to an engine's 
weight and power. 
|... On 21 September, Boeing briefed air- 
* lines about the problem and said a service 
'. ^ bulletin, a low level warning, would be is- 
sued. Boeing said the bulletin would give 
|... carriers 90 days to give visual and ultra- 
|. sonic inspections to 747s with Pratt or 
Rolls-Royce engines. The bulletin would 
not include 747-400s, which entered serv- 
ice in 1989. 
~~ But the El Al crash in which a jumbo 
smashed into a residential complex in 
Amsterdam, changed all that. On 8 Octo- 
ber, the US Federal Aviation Authority is- 
. sued the highest level of alert requiring in- 
 spections of all 150 aircraft worldwide with 
the first design of fuse pin within 30 days. 
-~ The inspections are to be repeated every 
500 landings. 
|. The directive, certain to be followed by 
. regulatory authorities in other countries, 
-also requires a further 500 aircraft with the 
second design of fuse pin to undergo in- 
-.. spections of their inboard engines if they 
> have made 5,000 or more landings. Out- 
c board pins must be checked within 60 days 
or before 5,000 landings by the aircraft, 
^ whichever comes later. The checks must be 
` repeated every 1,000 landings if no corro- 
..sion is found or every 500 landings if a 
fuse pin is refurbished. A certain level of 
"corrosion can be removed without weak- 
.ening a pin. 
- Inspections take about 64 man-hours, 
-and they can usually be done overnight 
"while an aircraft is parked at its home 
base. But changing a fuse pin takes an ad- 
 ditional 52 man-hours, which is likely to 
cause disruptions to schedules in the short 
term. 
. Boeing is accelerating the certification 
_of its third fuse pin design, which will be 
made of stainless steel to avert corrosion. 
But if the inspections show that older pins 
cannot be refurbished, there are fears that 
replacements may be in short supply, pos- 
sibly causing aircraft to be La E 























An airline-industry- official, how ver ` 
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ying a new strategy in 








= rin ithe acrimonious trade relations with South Korea . 
by offering a carrot instead of brandishing a stick. But the chances are slim that it. 
will succeed. South Korea's bureaucracy will try to thwart its liberalising provi 


sions by testing the resolve of the next government after elections in December. 

It would be a shame if the new bilateral approach fails. South Korea hàs most to : 
gain from a new trade deal, not least the promise of narrowing the technological - 
gap with Japan. : 

Under the Presidents’ Economic Initiative introduced by Roh Tae Woo and 
George Bush earlier this year and signed on 2 October, Seoul must dismantle non- 
tariff barriers to US exports by the end of 1993 as well as enact legislation to protect 
the intellectual-property rights of US companies. It must also clear the way for US: 
hi-tech companies to invest in South Korea with a minimum of headaches. In 
return, Washington has promised to facilitate hi-tech investments by US compa- 
nies in South Korea. 

"Believe it or not, we would prefer cooperation over confrontation in our rela- 
tions. with South Korea,” a US Embassy official says. “T will not rule out future 
confrontation, but we would like to look forward." 

The worry is that more acrimony could be on the way. At least one of the two 
countries" presidents will be out of office by early next year. In South Korea, this 
could be bad for the agreement, as the conservative bureaucracy is likely to test a 
new president, who may also lack a majority in the national legislature. 

For South Korea, the attraction of high-tech transfers from the US should be 

| reason enough to institute the reforms. Criti- 
cal Japanese investment and accompanying 
- industrial technologies that helped South Ko- 
. rea become one of Asia's four dragons are 
.. no longer flowing across the Sea of Japan. 
— ^But the sacrifices required to gain this 
prize may still prove too much for hide- 
| bound bureaucrats to stomach. By the end of — 
1992, Seoul must introduce procedures for — 
. monitoring industrial standards to help clear 
. away numerous non-tariff barriers to foreign 
< goods. In addition, Seoul must streamline _ 
foreign-investment rules and the number of 
agencies that review foreign-investment ap- v 
_ plications and their technologies. à 
| Additional tests of faith in the trade pact 
are expected next year. South Korea must 
thoroughly overhaul its customs procedures. 
so that tUS goods will not be held up at ports, sometimes for weeks. Moreover, 


| Presidents' pact 


US-South Korea agreement 


Automate customs clearance 
institute Gatt-consistent rules 
on standards and testing 
Protect intellectual property 
Streamline investment rules 
Open more areas to investment 


Foster technology-sharing 


Source: Reperi on Presidents Economic Initiative 


~ South Korea's parliament must pass strong intellectual-property. legislation. - 


These are tough conditions for South Korea, particularly as Washington cannot | 


guarantee that US companies will follow up with technology transfers and invest- T 
ments. Washington promises only to organise investment seminars and to set up S 
liaison offices with South Korean organisations. - 


True enough, but it is surely not beyond the scope of the South koren firms w 


. prise open US companies for their technical. expertise. They already have plenty of — 
offshoots i in Silicon Valley trying to do just that. 


Failure to meet the conditions i is not in South Korea's interests — or. those of . 


Other East Asian countries. When dealing with recalcitrant trading partners, Wash- : - 
ington prefers to use the threat of closing the US market under Section 301 of US. 


trade law, as in the recently settled dispute with Peking. US officials rarely use the- s 
sening their markets. E 
If South Korea honours its commitments, US officials might see that confronta- .- 





A tion is not the only. way to dis nantle trade barriers in East Asia. They may even 2 
come to believe that fre 
-neighbours are watching c 


trac e leaves. the US on the losing side. South Korea's 
ly. o | a Ed Paisioy 













Its hardly surprising that No other English language 


| |  powerfu people all over Indonesia — daily reaches such a prime 
| reach for the Jakarta Post to start’ market of decision makers and 
^ Other day. high-flyers. 


| As the country’s premier For a readership profile, fax 
English language daily newspaper, us today on (6221) 6390112 or 


| the Post offers comprehensive 9490099. 





news and analysis: from around We'll aive vou-the whole 
the country and around the world. story on a a eee 

Plus, of course, in-depth internationally-minded people get 
financial and sporting news. up to. 





















By Louise do Rosario in Tokyo NS 


s Emperor Akihito of Japan pre- 
| A pares for his historic visit to Peking 
on 23 October, businessmen of the 
two countries are putting history to one 
side as they forge closer ties. 
^ One thing is clear: corporate Japan has 
. caught the China bug. Sino-Japanese trade 
. and investment is booming in the wake of 
a lean period that followed the Tiananmen 
Square massacre in June 1989. The surge in 
business reflects what many see as a natu- 
- ral fit between the two giants. 
“The Chinese and Japanese economies 
„are complementary,” says Saburo Okita, a 
.. former foreign minister who has just re- 
turned to Tokyo from a visit to China. The 
'— Japanese market is being opened slowly to 
. consumer durables and agricultural prod- 
ucts from China, while Japanese exports of 
-> sophisticated products are expanding to 
<= China, he says. 
Complementary they may be, but Japa- 
nese businessmen remain cautious about 








Tailored to fit 


Japan and China find they complement each other 


the potential profits to be made from a 
market of 1.1 billion consumers. They have 
burnt their fingers in China before, as in 
the massive Japanese investment in the 
Baoshan steel plant in Shanghai, which had 
to be scaled back in the 1980s. This has 
made them wary of China's zig-zag record 
on reform. Problems such as poor infra- 
structure continue to discourage Japanese 
firms from rushing into China in the way 
they did into Asean countries in 1986-90. 

Despite the problems, Tokyo is con- 
vinced by the collapse of communism in 
Europe that it needs to help China develop 
economically. “China to us is like Russia is 
to Europe: if there is economic chaos in 
[China], there will be a large number of 
refugees," says Tomozo Morino, a director 
of Japan External Trade Organisation 
(Jetro). 

Japan clearly has a strategic interest in 
seeing a stable, prosperous China. "Doing 
business with China is not only about mak- 
ing money," notes Isao Okubuo, China 
manager at the Bank of Tokyo. The gov- 





ernment has Dn duds home this mes- 


sage to Japanese firms for years. In 1987, 
for example, the Ministry of International 
Trade and Industry led a group of 70 Japa- 
nese businessmen on an investment mis- 
sion to China. Today, many members of 
this high-powered group have convinced 
their companies, which included electron- 
ics firm Toshiba and office-equipment 
maker Canon, to make bigger financial 
commitments in China. 

To help develop China's economy, Ja- 
pan has poured official aid into the coun- 
try and supplies half the country's total bi- 
lateral assistance. Japan was the first 
among industrialised countries to resume 
aid to China in 1990, following Peking's 
crackdown on pro-democracy supporters 
in the previous year. Japan's most recent 


aid package to China comprises Y810 bil- 


lion (US$6.2 billion) worth of concessional 
loans to build ports, roads and dams until 
1995. 

Many of these projects are located 
where Japanese investments are located, 
such as in Dalian, in the northeast. Mabu- 
chi Motor has made sizeable profits from 
its factory turning out small electric motors 
in Dalian, and this type of success has en- 
couraged other firms to expand. Canon is 
setting up a ¥10 billion factory in the city to 
produce cartridges for its photocopiers. It 
already has two Chinese ventures in Pe- 


king and Zhuhai. 
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Like so many other foreign D 
Canon has been lured by the potential size 
of China's domestic market, as much as by 
its cheap labour. "We have bases world- 
wide. China is one strategic part of our glo- 
bal operations," says a company spokes- 
man. 

The Ministry of Foreign Economic Rela- 
tions and Trade in Peking reckons that 
Japanese direct investment in China will 
total US$1.6-2 billion this year, against 
US$439 million in 1990. This dramatic in- 
crease runs.counter to Japan's overall for- 
eign investment, which has been falling for 
the past two. years. And this renewed in- 
terest is à marked changed from most pre- 
vious years, when Japanese investment in 
China lagged the amounts of capital spent 
in other parts of Asia. 

Japan's investment in China totalled 
only US$3.4 billion at the end of March 
1992, less than a quarter of the amount in- 


East Asian 


giants 


vested in Indonesia. And it fails to reflect 
the size of trade between China and Japan, 
which totalled US$23 billion last year. Chi- 
nese trade officials complained about the 
low level of investment when members of 
Japan's big-business organisation Keidan- 
ren visited China in September this year. 
They invited Japan to invest more in activi- 
ties such as the exploration of oil in west- 
ern China. Japan National Oil Corp., a con- 
sortium, is currently conducting seismic 
surveys in Xinjiang province. 
Japanese firms continue to be cautious 
about the China market, says a Tokyo- 








based businessman, “not because [the] Pe- 
king [government] is a dictatorship but be- 
cause China has an economic system dif- 
ferent from ours.” 

“Hardware” problems, such as infra- 
structure, have lessened in most major 
coastal cities, notes Kenji Hattori, a man- 
ager at the Japan-China Association on 
Economy and Trade. But “software” prob- 


lems, ranging from quality control to em- | 
ployment practices, still leave much to be | 


desired. An additional problem is the ris- 


ing price of property in China, which has | 


added to investors' costs in setting up fac- 
tories and in providing dormitories to Chi- 
nese staft. 

Japanese firms are not likely to be as 
aggressive investors there as the overseas 
Chinese, many of whom are involved in 
risky, short-term ventures. 5mall and me- 
dium-sized Japanese firms will continue to 
be the most active Japanese investors in 
China, as they were in Asean. They are in- 
volved in all kinds of businesses, from 
making tape recorders to tombstones. “One 
day, we may even be growing rice in 
China,” says a Japanese trader. 

Big firms are moving in, too. Sharp is 
planning to set up an air-conditioner joint 
venture in Shanghai next year, while elec- 
tronics giant NEC is building a ¥8 billion 
plant in the northeastern city of Tianjin to 


make telephone switchboards. NEC is also 


setting up a ¥26 billion factory in Peking to 
produce large-scale integrated circuits. 
Japanese multinationals overall have 
committed much less money in China than 
elsewhere in Asia. Typically, they are in- 
volved in simple assembly type operations 


aimed more at the local market than for | 
export. They have yet to set up the kind of | 


broad manufacturing base supported by 
Japanese parts suppliers, as they did in 
Asean. 

Most Japanese projects are concentrated 


in the country's former colony in the | 


northeast of China. Dalian is the most fa- 
voured destination; out of 700 Japanese 
firms active in China, 200 have operations 


in the area of the Liaoning province port | 


city. 
Japan has less exposure in the south, 
where Hongkong and Taiwan business- 


men are most active. In the Pearl River | 


delta, Japanese businessmen prefer to sign 
low-risk production contracts rather than 


put in long-term capital. The Citizen Watch 


group, for example, has been placing an- 
nual orders, via its Hongkong subsidiary, 
Walop Ltd, for up to 500,000 parts with a 
Chinese factory in Guangdong province 
since 1988. 

Japanese firms increasingly see China 
as several markets, not one. They are cur- 


rently targeting major Chinese cities whose | 
residents’ purchasing power has been ris- | 


ing fastest. Seibu, the upmarket depart- 
ment store, plans to open an outlet in the 


Shenzhen special economic zone in late | 
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: would set up no » less: than 1 /X0 stores i in 
China by the year 2010. 

`The growth of ee investment in 
hina is beginning to reflect the expansion 
of trade between the two countries. Even 
today, most Japanese firms prefer to trade 
than to invest in China because the risks 
are less. Bilateral trade has picked up since 
1991, after a brief setback in 1990. In the 
first six months, trade grew at an annual 
` rate of 26% to US$12.8 billion, having risen 
by 25% the previous year. 

. China is expected to overtake South 
Korea this year to become Japan's second- 
argest trading partner, after the US. For 
China, Japan is its second-largest com- 
mercial partner, again after the US. The 








he US and China could help to boost Sino- 
Japanese commerce further. By opening up 
the Chinese market to foreign goods, Ja- 
-` panis bound to be among the main benefi- 
-diaries of the move. 


|. -ese cars and electronic goods in particular, 
^... following a recent relaxation of import con- 
-trols. Japanese exports to China in 1991 


a T grew 40% from a year earlier to US$8.6 bil- | 


Jion, after several years of shrinkage. In the 
_. first half of this year, the volume grew by 
- «another 39% year-on-year to U5$5.2 billion. 


Some of these exports are related to invest- | 


ment, as Japanese firms ship machines and 
«^. components to their newly established 
plants in China. 


: There has been a more significant shift | 
-in Japanese imports from China. Five years | 


- -ago, Japan was importing mainly crude oil, 


~ food and other commodities. Today, more | 
| than half of the imports from China are | 




















. manufactured goods, a pattern reflected in 
:Japan's trade with the rest of East Asia. 
Textiles are now the biggest import item, 
accounting for 30% of the total. 


ipparel, chopsticks and umbrellas now 
come from China. Western-style suits cost- 
ing less than ¥50,000, for example, are 
mostly from China. Clocks, miscellaneous 
household goods and small machines ex- 
ua to Japan are often produced by 


; Unlike many other Asian countries, 
China has been enjoying a substantial trade 
ürplus with Japan since 1988. Japanese 
'oods have been doing better in the Chi- 
nese market lately, but the trade gap — 

“expected to remain at around US$5 billion 
this year — is likely to stay high for some 
time. Japan has not complained about it, 
says Hattori, because "if we do, it will lead 
to other complications," implying that 
other trading partners would point out 
that Japan has a hefty trade do ee with 
them. " 


. More than half Japan's imports of | 
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.trade deal signed on 10 October between | 
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Art investors fear Japanese sell-off 


asahiko Sawada, a Toyota dealer 
from Nagoya, tried three years 
ago to corner the world market in 
Impressionist paintings by Pierre-Auguste 
Renoir. 5o did Yasumichi Morishita, a di- 
minutive, golf-tanned Tokyo loan shark 
known around town as "the viper." 
Together, companies owned by Sawada 
and Morishita spent over Y100 billion 
(US$830 million) on paintings by Renoir, 
Monet and several lesser-known Impres- 
sionists in 1989 and 1990. Today, Sawada's 


| Urban Gallery and Morishita's Aska Inter- 
| national are victims ot Japan's 
Chinese have been applies up Japan- | 
| tions of 19th century and early 20th cen- 


collapsed 


"bubble" economy. Their enormous collec- 


tury European art are now the subject of a 





Van Gogh's Sunflowers: international fallout. 


quiet tug of war between them and their 
creditors. 

The huge overhang of Impressionist 
paintings purchased by now-troubled 
Japanese investors during the late 1980s is 
sending shivers through an already de- 
pressed international art market. "What we 
are concerned about is that if we get too 
many pieces coming out of Japan, it will 
jeopardise the present market, which is 
only now showing signs of recovery," says 


Koji Yamada, manggis director of 


Christie's Japan. 


Art-market professionals have good 
reason to be concerned. Japanese buyers: 
purchased an astonishing amount of art. 


between 1987 and 1990. According to Min- 
istry of Finance statistics, the customs value 
of fine art objects imported into Japan grew 


. froma relatively modest Y58 billion in 1985 


to a 1990 peak of Y615 billion. Last year, 
the figure collapsed to ¥23 billion, a casu- 
alty of interest-rate increases that also 
touched off a massive reduction in local 
equity and real-estate values. 

While mainstream Japanese corpora- 
tions have bought pricey Impressionist art 
since the early 1980s, the market took on a 
new complexion with the entry of specula- 
tors like Morishita and Sawada. According 
to financial-industry sources, these inves- 
tors saw the paintings as scarce commodi- 
ties that would only rise in price. They be- 
lieved the value of their artworks was re- 
cession-proof and would give them pres- 
tige in the eyes of the local establishment. 

"Art is not like land or stock," says 
Christie's Yamada. "But during the bubble 
time, there were many speculators with lit- 
tle knowledge who believed that art was a 
good investment." 

Morishita is a leading figure among Ja- 
pan's machikin — financiers who lend at 
very high interest rates to small companies. 
In the early 1970s, Morishita received a 10- 
month suspended sentence from a Tokyo 
court for charging interest rates much 
higher than the law permitted and for at- 
tempting to evade income taxes. He has 
been arrested, though not indicted, on at 
least three other occasions for assault and 
unlawful confinement, for fraud and for- 
gery of private documents and for extor- 
tion. 

For his part, Sawada joined his father's 
Toyota dealership as a salesman in Nagoya 
after graduating from Seikei University in 
1968. As the Japanese economy boomed in 
the mid-1980s, he parlayed control of the 
family car business into a mini-empire that 
included at its peak a fashion sales arm, a 
jewellery company, a golf course and a fi- 
nancing firm. He once boasted to Nikkei 
Arts magazine that he personally "control- 
led the prices of Renoir." uds 

Morishita’s Aichi Finance, Osaka-based 
Lake Finance and Tokyo-based leasing 
company Kawatetsu Lease all became 
heavily involved in financing art pur- 
chases, both for subsidiary companies and 
for unrelated parties. One firm, real-estate 
agency Maruko, even started bundling to- 
gether lesser paintings and attempted to 
sell shares in the package to investors. 

Sawada's now-bankrupt Urban Gallery 
took a more conventional route to fortune 












1989. The firm. went d Rams in March 
1991 with Y70 billion in debts and Y120 bil- 
lion in guarantees provided by Sawada's 
Toyota dealerships. Officials from Nago- 
ya's bankruptcy court have set off on a 
worldwide search in an effort to seize the 
estimated 2,000 works of art owned by 
Urban at the time of its failure. 

=< Aichi, the finance-company parent of 
Aska International (which has recently 
been renamed Mori International), is not 
faring much better. Corporate documents 
show that it lost ¥19 million in the year to 
March. and is under the “strong surveil- 
lance" of its main banker, Tokyo Sowa 
Bank. Despite his financial woes, however, 
Morishita remains the second-largest 
shareholder of Christie's International. He 
purchased a 6.4% stake in Christie's in 1989 
for US$53.3 million. Neither Morishita nor 
Sawada, who is now hospitalised, agreed 
to be interviewed. 

"Impressionist paintings became the 
third zaitech [financial engineering] area af- 
ter stocks and real estate," says a senior 
official at a credit agency in Tokyo. "But 
unlike the other two, it was not on the sur- 
face. It became an area where black money 
was involv 

It was not only potential profits, but tax- 
avoidance possibilities that also fuelled the 
fine-art boom of the late 1980s. Unlike stock 
or real-estate transactions, which are sub- 
ject to heavy taxation in Japan, fine-art pur- 
chases can easily be used to generate tax 
losses. Japanese companies, for instance, 
can offset the cost of building and running 
a public art collection held by a subsidiary 
against parent-company earnings. Inherit- 
ance tax rules effectively allow families to 
hold. on to a greater share of their wealth 
by investing in art and putting it in the 
hands of a non-profit foundation. 
= Among the more famous disclosed pur- 
chases by Japanese buyers were Van 
Gogh's Sunflowers, bought by Yasuda Fire 
& Marine Insurance Co. for Y5.8 billion in 
1987 and Renoir's Au Moulin de Galette, a 
1990 acquisition of pulp and paper tycoon 
Ryoei Saito. 

"In 1989 and 1990, "perhaps 40-45% of 
all Impressionist paintings sold were 

ught by Japanese buyers,” says John 
ancock, senior vice-president of Sothe- 
y's.."Now they account for less than 

o." Not only that, says Tancock, the 
>of total transactions has fallen 
















‘steeply. In one 1990 auction, Sotheby's sold 


US$250 million of mainly Impressionist art 
to Saito and other Japanese buyers. The to- 
tal value of paintings sold at its most re- 
cent auctions has ranged from US$30-60 
million. 

The lion's share of Japanese art transac- 
tions, however, are not done publicly. 
"Foundations and museums are the only 
ones that tip their hand," says Chie 
Hasegawa, executive vice president at Gal- 
lery Nichido, Japan's oldest Western art 
gallery. Yamada believes Japanese art deal- 
ers may be holding inventory worth as 
much as ¥1 trillion, or double the art mar- 
ket's peak annual trade volume. 

A glimmer of the problem comes out of 
a visit to the tiny L'estaque gallery just off 
Ginza, one of the dozens flanking Tokyo's 
Fifth Avenue. Its walls are adorned with 
works by Maurice Utrillo, Marc Chagall 
and Raoul Dufy. The saleswoman working 
at L'estaque says the gallery gets few cus- 
tomers nowadays. L'estaque is owned by 
Lake Finance, the largest money lender in 
Osaka. Lake lost Y71 million in the year to 
March, according to Teikoku Data Bank. It 
is now effectively a ward of Mitsui Trust 
and several other creditors. 

Ironically, say art experts, the only thing 
saving the Impressionist market from fur- 
ther price drops is that Japanese buyers 
paid so much for their paintings that nei- 
ther they, nor their creditors, can afford to 
liquidate. "There have been fears of a del- 
uge," says Sotheby's Tancock. "But there is 
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New capitals of art 






*p | 
price and the current value that unk 
there are very pressing reasons to sell, 1 
collector will not do so." a 

That is clearly the case with the col 
tion of Itoman Corp. , a bankrupt Osa 
trading company that was recently forc 
by its main creditor, Sumitomo Bank, 
a merger with a unit of the Sumitor 
Group. Before its collapse, Itoman pt 
chased at least Y56 billion of paintings a 
sculptures from a now-defunct Osa 
newspaper, the Kansai Shimbun. Art d 
ers say that most of the collection is. 
held by Sumitomo Bank, which has be 
soliciting professional estimates on. 
value. 

Art-industry sources say that. the value 
of first-rate Impressionist works is now 
roughly 50% below its 1990 peak, whil 
lesser works will fetch only 20-30% of the 
prices paid by buyers during the bubble 
years. 

Like the Japanese real-estate market 
which is effectively in gridlock with few - 
transactions taking place, analysts say they | 
expect the Impressionist market to remain | 
moribund as long as purchase prices and _ 
current value remain so far apart. They add 
that while European and. American art | 
dealers have attempted to take advantage - 
of the woes of their Japanese counterparts. 
like Sawada, the banks are turning them - 
away. "Like real estate, these paintings are _ 
pickled in salt,” says the Ge dei exe 
ecutive. a 





















































Buyers flock to Hongkong, Taiwan galleries 


By. Jonathan Karp ir in 1 Hongkong - 


s the sun sets on the Japanese art 

A: market, it is still arching towards 

high noon just one time zone away 

in Hongkong and Taiwan. The past year 

has witnessed an explosion of galleries in 

the British colony and Taipei and a 

burgeoning clientele with plenty of dispos- 
able income. 

Much of this new money is chasing a 
new market: contemporary Chinese paint- 
ings. In a sense, they are the art equivalent 
of the popular China play on the stock- 
market. Major auction houses have caught 
on to this trend and indeed have fuelled 
demand by promoting contemporary oil 


paintings along with their usual stock of 


19th and 20th century Chinese masters, ce- 
ramics and antiquities at twice-vearly sales. 

Such works brought in over US$3.5 mil- 
lion in Christie' s first three auctions, while 


Sotheby's raked in US$3.4 million in its i 
augural contemporary Chinese pai 
auction last March in Taipei. Between $ 
tember and November, some: 2, ,000 € 
temporary Chinese paintings will be ; 
on the block in Hongkong, Taiwan an 
southern China. Dealers view Sotheby 
second Taipei auction on 18 October as 
test of this fast-developing but uncertain 
market. : 
"There is no foundation for the prices 
these works are achieving. Buyers are not 
aware of what they are getting," says 
Catherine Maudsley ‘of private dealers Lo 
Shan Tang in Hongkong. Maudsley be- 
lieves the works, especially the flood of- 
paintings from the mainland, are at an ime ` 
mature stage, being hybrid works by Chi- 
nese painters who imitate Western realists 
like Georgia O'Keefe and Andrew Wyet! 
Tsong-zung Chang, whose Hanart 
Gallery represents modern. Chinese. y 
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RESEARCH & 


Fateful fungi 


ion Corp., a leading Japanese de- 

tergent maker, had a serious prob- 

lem four years ago. A new pro- 

duct by rival Kao Corp., a com- 
pact-formula detergent called Attack, was 
taking the Japanese market by storm. One 
of Attack's selling points was a new en- 
zyme that digested dirt around shirt col- 
lars, and Lion had nothing like it. 

To counter Kao's Attack, Lion needed 
to find a better enzyme. So the company 
sought help, not from a Japanese company, 
but a Danish one: Novo Nordisk, the 
world's leading industrial-enzyme pro- 
ducer that has been researching in Japan 
since 1982 and manufacturing in the coun- 

since 1986. 

Novo had long been searching for an 
enzyme that would break down oily sub- 
stances such as lipstick marks and stains 
from frying fat. At Lion's urging, the Dan- 
ish company intensified its efforts. 

Enzymes are naturally occurring chemi- 
cal catalysts that perform useful tasks such 
as turning barley into malt to 
make beer. They are derived from 
soil and plants collected in envi- 
ronments as diverse as volcanoes 
and mangrove swamps. 

In the hunt for an oil-stain re- 
mover, researchers at Novo's To- 
kyo laboratory screened hun- 
dreds of fungi. Finally, they found 
a white fibrous species that con- 
tains an enzyme with the desired 
ability. 

But finding an enzyme is only 
half the battle. It must also be pos- 
sible to produce the enzyme in in- 
dustrial quantities. Traditionally, 
this is a tedious process that be- 
gins with the cultivation of thousands of 
samples in the hope of producing a high- 
yielding mutation. 

Novo's scientists, however, took ad- 
vantage of new tools in genetic eng- 
ineering. They extracted a gene from the 
fungus that codes the enzyme and spliced 
it into another micro-organism. The latter 
was aspergillus oryzae, a rice mould 
unique to Japan that food-and-drink mak- 
ers have used to ferment sake, soy sauce 
and miso. 

Novo "stole our national treasure," la- 


, ments Mitsuru Miyata, editor of industry 


journal Nikkei Biotechnology. The irony, 
Miyata points out, is that it was the Danish 
company that recognised the potential of 
the Japanese mould. For their part, Novo's 


| Japanese rivals rushed off to adopt Western 


micro-organisms such as baker's yeast and 





bacterium E coli, ignoring the prize on their 
own doorsteps. 

The gene splicing was done at Novo's 
headquarters near Copenhagen. But when 
Danish regulations threatened to hold up 
the enzyme's introduction, initial pro- 
duction was transferred to Novo's factory 
on the northern Japanese island of 
Hokkaido. 

Lion introduced Hi-Top, a detergent 
incorporating lipolase, the new enzyme's 
commercial name, in 1989. The detergent 
has been a great success, helping Lion to 
regain much of the market share it had 
lost. 

Since then, Novo has sold lipolase to 
detergent makers worldwide, making it 
the first widely available genetically 
engineered enzyme. Moreover, gene 
splicing has gone from being exotic to 
commonplace. In five years, the company 
expects that all of its 50-plus industrial 
enzymes will be produced by genetic engi- 
neering. 





Enzymes are better than stones for fading jeans. 


Gene transfer also increases produc- 
tion volumes. Today, Michio Yokomizo, 
general manager of Novo's Hokkaido 
factory, says Novo's plant produces 30-40% 
more than when it began operations more 
than six years ago. "In the chemical 
industry, output is decided by the size of 
the plant," Yokomizo says. "But in the 
biotech business, whenever you improve 
micro-organisms, you can produce several 
times as much without expanding physi- 
cally." 

Detergents account for about 40% of the 
US$800 million industrial-enzyme market. 
Starches and sweeteners such as the high- 
fructose corn syrup used in soft drinks ac- 
count for 15%. 

The textile industry, which employs en- 
zymes for fabric finishing, is the third-larg- 
est user of enzymes, accounting for 11% of 
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INNOVATION 


the market. Enzymes, for instance, have 
largely replaced pumice in the production 
of stone-washed denim jeans. The process, 
known as bio-stoning, is much less harm- 
ful to the material. 

Another textile-industry application, 
pioneered in Japan, is bio-softening. 
Widely used by Hongkong garment indus- 
try, this removes fuzz from the surface of 
cotton, giving the fabric a smoother, 
glossier feel. 

The most recent industry to discover the 
efficacy of enzymes is paper-making. Novo 
has been working with Jujo Paper, Japan's 
third-largest paper maker, to solve the 
problem of resin in the pine wood that Jujo 
uses for pulp. Resin, which sticks to rollers 
in the company's paper mills, causes spots 
and holes that can rupture webs of paper. 
Ruptures result in costly work stoppages 
as the resin is removed. 

The traditional way to get rid of resin is 
to season wood by letting it stand for up to 
six months while naturally occurring en- 
zymes degrade the sticky stuff 
But in Japan, the traditional way 
is no longer fast enough. It wastes 
space, ties up capital, reduces 
pulp yields and causes 
discolouration. 

To tackle the problem, Novo's 
researchers came up with 
resinase, a relative of lipolase 
The enzyme is used at one of 
Jujo's mills to prepare pulp fos 
the production of newsprint. I 
has reduced defects to less 
than 30 a day, down from more 
than 90 and has cut the price o 
paper by several US dollars ë 
tonne. 

Enzymes also have a role to play ir 
helping the paper industry become mor 
environment-friendly. Lignin, a glue tha 
binds wood fibres together, colours the 
pulp with a yellowish-brown tint. Since 
people like their paper white, the pulp 
must be bleached. 

Conventional bleaching is done with 
chlorine. But the industry has come unde 
pressure to reduce the amount of the toxi« 
chemical it discharges. 

Turning once again to nature for guid 
ance, Novo has come up with an enzyme 
derived from a fungus that lives on wood 
The enzyme is able to split the bonds be 
tween lignin and fibres. Trials at pape 
mills in Sweden and Finland indicate tha 
the amount of chlorine can be reduced uj 
to 30% by using the enzyme. 

m Bob Johnston 
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The challenge: 


TO KEEP POLLUTANTS FROM 
FOULING UP THE ATMOSPHERE 
AND POLLUTION CONTROLS FROM 
FOULING UP PERFORMANCE. 
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Raytheon's United Engineers & 
Constructors (UE&C) has the know-how 
to help companies cost effectively plan 
ahead for clean air compliance. 


The world's industries are hard at work cleaning up. But Our goal: minimum downtime for operation 
they'll have to work harder. Because all over the world clean We're always looking over the horizon. Because what passes 
\ Q (AJ / h Í cx cT j 2 pay : : " j : i , À ; -— 

alt regidatic ions will only get stricter for clean air today, won't tomorrow. All over the world, the 


Haytheon's UE&C is ready for any clean air challenge rules will only get stricter. And those who don t plan ahead, 
the future may hold. In all areas of manutactunng - steel, can only fall behind 

chemicals, pharmaceutiCe " id processing, petroleum 

refinenes and power generation UE &C projects, large or Send us more challenges. 

small, are marked by cost effective, innovative engineering The same “can-do” spirit that makes Raytheon a leader in 


and construction energy and environmental services is also the driving force 


For example, we re helping such clients as the operating behind our proven perrormance in Gelense, electronics, 
companies of Allegheny Power System and the Tennessee aviation and appliances 

‘i. WW : T i x ae À A bh pin oy uj lannnac Cand iie nm " 
Valley Authority install emission control “scrubbers We thrive on challenges. Send us more 








WE THRIVE ON CHALLENGES 





"My Rolex is more than just a watch, 
E] » 
In everything that It makes me feel dressed. 1 feel its not completely 


she does, Dame Kiri Te Kanawa combines a 
remarkable liveliness and spontaneity with an 
absolute obsession with perfection. 

She delights in Strauss and Mozart “because 
the women in their operas are contradictory: 
warm and cool at the same time.’ Two of her 
favourite roles, for example, are the sad young 
Countess in Le Nozze di Figaro and the frenzied, 
passionate Donn 1 Elvira in Don Giovanni. 

When she decided to sing the Marschallin 
in Der Rosenkavalier, Kiri said it was “because the 
character appeals to me. She has understanding 


and maturity and when she lets her lover go, 


the end of the world for her. I'm sure I will have 
to sing the Marschallin 100 times before I fully 
understand the depth of the character 

Her famous voice is in such worldwide 
demand that she is booked up for years to come. 
Will her voice stand the strain? Kiri says, "What 
you have to remember is to give quality, not 
quantity. 

For many years, Rolex has shared that same 
obsession. “My Rolex; says Kiri, "is more than just 
W 
ROLEX 


of Geneva 


a watch, it also makes me feel 
dressed. It has been a friend for 


a long time.’ 





The Rolex Lady Datejust Chronometer in 18ct. gold with The President bracelet. Bezel and dial set with diamonds. 
Also available tn I8ct. white gold. 
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on the line to prove Astra SP 
will improve 
your bottom line. 


Purchase an Astra SP 
and if your bottom line 
doesn't improve, we'll 
give you $100,000. 

We're so convinced that 
the new Astra SP is the 
right business machine for 
your business that we are 
willing to make you this 
offer. Why are we so con- 
fident? Because in today's 
business environment 
where operating expenses 
continue to be a critical 
factor in achieving "bottom 
liné" objectives, Astra 
engineers designed the Astra 
SP for you. It's an aircraft 
that 


delivers 

speed, 

range and short-field perfor- 
mance at an operating cost that's so 
competitive it will even make your 
Chief Financial Officer smile. So, to 
prove our point, if your bottom line 
has not improved after the first full 
fiscal year from the time you take 
delivery of a new Astra SP from us, 
we'll give you $100,000(U.S.). 


Delivered in a nice leather briefcase. 


Your global 
office in the sky 


In this rapidly changing world of 
global business, you also need to con- 
sider a business jet that can give you 
access to worldwide marketplaces. 
Once again, Astra SP is the right 
choice. Its unequalled performance 
and range is a triumph of design 
finesse over brute power. And Astra is 
so aerodynamically efficient, it 
offers the highest operating 
speeds in its class. In fact, 

Astra 

already has 

33 world speed 
records to its 
credit. 

So, when you re 
considering the pur- 
chase of a new business jet, 
heres a key fact to remember: 


ASGTRA. 


Leadership...by desig 


you'll have to spend at 
least $7 million more to 
match the performance 
and versatility of an 
Astra SP 


It all comes down 
to the bottom line 


Astra SP is the best kept 
secret in the industry. And 
with good reason. Because 
Astra gives you a level of 
high-speed, long-range and 
short-field performance 
that the competition 
never wants to talk about. 

A level of performance that will 
improve your bottom line, and 
we're willing to put up $100,000 
to prove it. Now, that's an offer 
you can't refuse. 

For the details and effective 
dates of our $100,000 offer write 
or call our President, 

Roy E. Bergstrom, 


at 609-987-1125 or fax us on 


your business 

letterhead at 
609-987-8118 and we'll be 
pleased to send you the details. 
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Each year we fly 


more people than the 


largest airlines of Japan, 


Korea, Hong Kong, 


Singapore and 


Thailand...combined. 


Perhaps one reason 





is the remarkable service 
our passengers enjoy. 
Come Experience 
Travel Thats Anything 


But Ordinary. 
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Possibly The Only Park 
You'll Ever Live In Hong Kong 


Because it is conveniently located in the heart of Tsim 
Sha Tsui, Kowloon’s premier shopping district. Its 430 air- 
conditioned rooms and suites contain modem amenities 
adding comfort to your living: mini-bar, colour television 
IDD telephone and attached bathroom with elegant furnishings 
and fittings 

Snack in the Coffee Shop as you please. French wines 
or German beer coupled the live music in the Marigold Bar 
lor the evening. 24 hours room service 
or pleasurable dining in the Poinsettia 
are your choices. Even authentic 
Chinese cuisine are available in the 
Chinese Restaurant 

Park Hotel, your home in the 

Oriental travelling 
For reservations and informabon 
Utell International - Worldwide 
Supereps International - London 


sf 
——. PARK HOTEL 


61-45 Chatham Fioad, South, Temshatsu, Kowloon, Hong Kong. Tet 366-1371 
Telex: 45740 PARAKH HX Fax: (852) 739-7259 Cable: PARKHOTEL 
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LETTERS 


Strains of pegged currencies 

I was disappointed by your editorial Hard 
money made easy [8 Oct.]. Currency fluc- 
tuations reflect the continuing volatility of 
economic conditions and the continual un- 
certainty about the future course of those 
conditions. Thus, attempts to fix currency 
values are likely to fail if, for example, fis- 
cal and monetary policies differ signifi- 
cantly across nations, as continues to be a 
problem in Europe. Indeed, you need look 
no further than the property and financial 
markets of Hongkong for examples of 
strains induced, in part, by pegging the 
value of a currency. 

The textbook notion that currencies be 
fixed to purchasing power parities is at- 
tractive but unrealistic. In à world where 
people in different countries want to con- 
sume different "baskets" and where many 
goods and services are not traded interna- 
tionally, it would be impossible to agree on 
a standard for gauging the purchasing 
power of a particular currency. Imposing a 
flawed system could have costly conse- 
quences. 

As you note, currency fluctuations can 
have undesirable effects on product mar- 
kets. However, lacking a single world cur- 
rency, there is little one can do but accept 
current arrangements as the least worst al- 
ternative. If you must assign blame, please 
point a finger at governments which do 
not stick to consistent and sensible eco- 
nomic policies. 


Ithaca, New York WARREN BAILEY 


Power breakdown investigation 

In reference to National gridlock [15 Oct.], 
Tenaga Nasional Berhad (TNB) wishes to 
state that it is conducting a thorough in- 
vestigation into the power breakdown that 
affected almost all of Peninsular Malaysia 
from 3:16 p.m. on Tuesday, 29 September. 
Internally, we have two groups working 
independently of each other, looking into 
all aspects of the incident, including how 
to prevent à recurrence. 

TNB expects the report of its investiga- 
tion to be ready by the end of October. As 
the breakdown was an almost peninsular- 
wide incident, TNB wishes to request pa- 
tience and understanding as it investigates 
the breakdown. 

TNB had clarified on 2 October that the 
power breakdown was not in any way 
brought about by TNB’s power-link to Sin- 
gapore. For your information, the benefits 
of a national grid has been to allow TNB to 
obtain the full economies of scale that 
benefit our customers. This has enabled 
TNB to supply power at rates comparable 
to other countries in the Asia-Pacific region. 

TNB wishes to assure all its customers 
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that necessary measures will be taken to 
prevent a recurrence of the incident. 
IBRAHIM HASSAN 
Public Affairs Manager 
Kuala Lumpur Tenaga Nasional 
Any reader of Doug Tsuruoka's article on 
the controversy surrounding Malaysia's 
power blackout of 29 September [15 Oct.], 
can see that the Energy Minister Semy 
Vellu's explanation that it was an "act of 
God" offends the intellect. 

Nearly two years ago, I raised the issue 
of the national power utility, TNB, in the 
Malaysian parliament and warned of ex- 
actly such a scenario. At the June 1991 
meeting of parliament, after the minister 
had denied there was anything amiss at 
TNB, I pointed out: "The minister denies 
that there is a crisis and that TNB will be 
forced to embark on load shedding to save 
its main power stations from crashing 
which will cost billions in plant damage. 
Then why are there so many substations 
blowing up or catching fire? In various 
parts of the country, there have already 
been frequent power blackouts." 

We are fortunate that a worse disaster 
resulting in loss of lives and serious 
injuries has not happened yet. The gov- 
ernment has since called for an inquiry 
into the 29 September blackout. I would 
repeat my call made two years ago for a 
Royal Commission of Enquiry into serious 
ills in the Energy Ministry and TNB man- 
agement. 

KUA KIA SOONG 


Petaling Jaya Democratic Action Party MP 


The cost of a new war 

Mahmood Elahi [LETTERS, 15 Oct.] suggests 
that the UN has no alternative but to 
strengthen the forces of Hun Sen in order 
to contain the Khmer Rouge. He seems to 
have forgotten that at one stage the Viet- 
namese had some 200,000 troops in Cam- 
bodia in support of the then People’s Re- 
public of Kampuchea, but still failed to 
eliminate the Khmer Rouge threat. 

As one Vietnamese soldier is probably 
as good as five from outside Indochina, | 
imagine the UN would need to put 1 mil- 
lion troops into Cambodia in order to keep 
the Khmer Rouge at bay. Outsiders would 
probably expect to earn as much in a day 
as your average Vietnamese soldier earns 
in a year. You are speaking of some US$150 
each day to pay, clothe, board and provide 
logistic support for each UN soldier. That 
adds up to US$150 million each day. 

In fact, the UN presence in Cambodia is 
achieving more or less what was expected 
of them. They are now, thank goodness, 
inextricably involved all over Cambodia. 
The pressures on the Khmer Rouge to toe 
the line are increasing every day. 
Guildford, England DEREK TONKIN 
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Introducing the German bankt 
international finance: WestLB. 
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WestLB belongs at the 
top of your shortlist for cor- 
porate business. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 





this sound foundation, WestLB 
successfully combines classical 
products with innovative 
solutions, applying the right 
mix of state-of-the-art techno- 
logy and personal creativity. 
That's why WestLB rightfully 


belongs at the top of your short- 











list - from Corporate Finance 
and Investment Banking to 


Treasury. And with a global 


network stretching from 
Düsseldorf to New York and 
from Tokyo to London, WestLB 
is perfectly at home where 


you are: in international finance. 


WestLB 


The Westdeutsche Landesbank 








Head Office: Düsseldort. 


Branches, subsidiaries or 
representative offices in 
16 European countries 

as well as in Beijing, 

Hong Kong, New York, 
Osaka, Rio de Janeiro, 
Singapore, Sydney, Tokyo. 















a Xiaoping succeeded | in 
|| getting his theory of 
“socialism with Chinese 
characteristics" enshrined 
during the communist 
party's 14th Congress, and managed to 
shunt aside many unreconstructed 
Maoists, it remains uncertain whether the 
future of his economic reforms has been 
. assured after his death. Peking bureau 
- chief Lincoln Kaye weighs up the 
changes instituted at the congress, and 
_ discusses the direction the party is likely 
ooo to take while Deng's influence remains. 
Kaye also provides three communist 
(s portraits — a village secretary, a party 
(Secretary in a Peking electrical company, 
^. . and the son of a top leader who now 
— works for a Western multinational. Tai 
^. Ming Cheung describes how Deng 
purged the military of a dynasty in the 
making 10 


Cover illustration by George Tsui, 
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< < Japan : After the godfather 
* The fallof Kanemaru and the 
succession war within the most powerful 
|. faction of the ruling party may not 
. . augur well for Premier Miyazawa 16 


Hongkong : Patten in Peking — 
-China uses Hongkong Governor Chris 








INTELLIGENCE 


-. .. About to Give 

^ Japan appears to be increasingly 

< impatient over resuming its official 

_ development assistance (ODA) to 

- Vietnam, and is thought to be only 

. waiting for the outcome of November's 

. US presidential election. Recent Japanese 
-official visitors to Hanoi speculate Tokyo 
. -may announce an ODA package as early 
..as December; others point to January, 

: when Foreign Minister Michio Watanabe 
‘< ds tentatively scheduled to visit Vietnam. 
Yet others say the decision may have to 
wait until April. In addition to broader 
political considerations, Vietnam's 
clearance of debts remains an obstacle to 
fT ODA, though Vietnamese 
















F Foreign Relations : Akihito to China. n 
The Japanese emperor's visit will mark a 
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Patten's first visit to Peking to register its 
disapproval of his constitutional reform 
proposals 18 


watershed in relations between the two 
neighbours 18 

india : Nuclear Shopping 

India secretly explores alternative 


sources of nuclear materials in Central 
Asia 20 


Malaysia : Party Choice 

Malaysian Indian Congress leader Samy 
Vellu coasts. to an easy presidential 
victory but his troubles continue 20 
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ONE RUNWAY y 
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No compromise for Patten in Peking (18). 


officials say the problem is almost 
resolved. 


Developing Doubts 


A confidential report commissioned by 
the Asian Development Bank (ADB) on 
Shanghai's 10-year capital development 
plans for the Pudong development area 
has found significant problems with the 
strategy being pursued. The ADB has 
already funded the construction of two 
major bridges connecting Pudong with 
Shanghai proper at a cost of some 
US$300 million, and the report will help 
determine which other infrastructure 
projects receive backing from the bank. 
One shortcoming identified is the 
Shanghai leadership’s over-emphasis on 
achieving gross foreign investment 
targets, rather than ensuring that 
companies setting up shop in the zone 
are in line with the plan's goal of 
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A bid by the Maori community for a 
major inshore fishing company is 
designed to give the Maori a share in the 
exploitation of New Zealand's natural 
wealth 24 

The Maori language, once almost extinct, 
is making a comeback 24 
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establishing sophisticated services, 
finance and hi-tech manufacturing. The 
report, conducted by an outside 
planning consultancy, also said the four 
major zones within Pudong should be 
implemented in phases, rather than all at 
once. 


Lee Shores 


After a series of loss-making direct 
investments by the Government of 
Singapore Investment Corp. (GSIC) 

in New Zealand and Britain, former 
long-serving prime minister and 
current Senior Minister Lee Kuan Yew 
is said to have decided to take direct 
charge of future direct overseas 


investments. Lee 1s chairman of the 


GSIC and is said to have decided to 
make future direct investments in the 
booming Asia-Pacific region. He is 


believed to have been particularly 
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Asia’ s environmental problems have 
until recently, largely been ignored by 
governments more interested in 
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The rise of anti-immigration sentiment 
and the traumatic Los Angeles riots 
have bred defeatism in Asian Americans 
and made them even more reluctant to 
vote 50 

A dream come true 55 





Region : Companies | 

Singapore-based Indian entrepreneur 
Rajan Pillai faces a US$32 million 
lawsuit from long-time associate Ross 
Johnson, former chairman of RJR 
Nabisco. And France's BSN would like to 
gain control of a 50-50 venture it formed 
with Pillai two years ago 64 — 
pei Coke to India 65. 


disappointed that the Gsic failed to 
take advantage of the boom in 
Hongkong and southern China over 
the past few years. Singapore would 
have been well placed to take 
advantage of that, given the close 
political contacts between Lee and 
China’s leadership. 


Constitutional Camouflage 
Philippine President Fidel Ramos has 
told his close aides that the military 
access agreement he prefers with the 
US would only allow a contingent of 
less than 100 American military 
advisers, who would officially be | 
classified as "consultants." This device 
would skirt constitutional provisions, 

in the absence of a treaty ratified by 
the Philippine Senate, that no foreign 
armed forces can be stationed in the 
country. Ramos also wants the Cubi air 
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about 22 courses are in the works along 
the southern coast, aimed at locals and — 
foreigners alike 74 


Japan : industry 
Pulp and paper firms are in even worse 
shape than others in Japan's ailing 


. economy, hamstrung by high capacity 
vand weak demand 76 


American investment bankers are 


arriving in droves, lured by China deals 


and. Asia's bright economic prospects 78 


Australia : Companies 
Food multinationals are developing a 


taste for Australian acquisitions — some 
say with an eye to breaching Asian 
markets 79 — 


base only to be utilised by US military 
aircraft through a business arrangement 
with the Subic Bay Metropolitan 
Authority that would not discriminate 
against such use by other foreign 
governments. 


Disapproving Noises 

When China announced its 
establishment of diplomatic relations 
with South Korea in early September, 
Pyongyang signalled its disapproval to 
Peking by substantially cutting back 
the flow of Sino-North Korean trade 
and made overt military movements 
along the two countries' common 
border. North Korean soldiers, who 
normally keep to their side of the 
Yalu River, which delineates the 
border, began to patrol the middle 

of the river. In addition, North 
Korean military equipment deployed 
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along the border, which is usually 
kept out of sight, was moved into open 
view. 


Long Shot 


South Korea's main opposition leader 
Kim Dae Jung is drawing 
encouragement from the growing 
likelihood that Democratic Party 
challenger Bill Clinton will win the 

3 November US presidential election, 
as he thinks it will impress South 
Korean voters with the need for 
similarly changing the government in 
Seoul. Kim and his aides met Clinton 
in Los Angeles in September while 
touring the riot-torn Korean migrant 
section of the city. Since then, Clinton 
has written to Kim assuring him that 
he remained committed to keeping 
the present level of US troops in South E 
Korea. | 
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Uncertain patrimony 


The 14th Party Congress looks like a triumph for Deng Xiaoping. But 
changes in the party's lineup may not ensure that Deng's ideas survive 


his death. 


By Lincoln Kaye in Peking 


No sooner had the last 
strains of the Internationale 
faded out in the Great Hall 
of the People than 
Sinologists started their own 
debate on who "won" the 
14th Congress of the Com- 
munist Party of China (CPC). 

Did patriarch Deng Xiaoping, 88, suc- 
ceed in assuring the ascendency of his mar- 
ket-oriented economic policy line? Would 
his pragmatic proteges remain in place 
after he and his octogenarian cohort of 
behind-the-scenes rulers die off? Or had 
Deng been thwarted by veteran central 
planners who advocate a CPC role as intru- 
sive in economics as it is in politics? 

At first glance, Deng seemed to have 
had it all his own way. Against the odds, 
arch-pragmatist Zhu Rongji — China's 
newest vice-premier and recently desig- 
nated economic chief — managed to jump 
the usual intermediary step of serving a 
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term as a full member of the party's Cen- 
tral Committee. Instead Zhu moved 
straight into the innermost circle of power, 
the Standing Committee of the politburo. 

Other new Standing Committeemen 
include Gen. Liu Huaqing, a no-nonsense 
"professional" who is expected to push for 
depoliticisation and modernisation of the 
military; and Tibet party secretary Hu 
Jintao, 49, a rising star who made his mark 
in the Communist Youth League. 

Deng got his theory of "socialism with 
Chinese characteristics" written into the 
party's charter. He managed to sweep out 
of the Central Committee such Maoist 
veterans as Gao Di, the director of the 
People's Daily, acting culture minister He 
Jingzhi and CPC propaganda chief Wang 
Renzhi. 

Overall, nearly half of the Central Com- 
mittee's 309 full and alternate members 
were new faces, mostly young and mid- 
dle-aged technocrats. The politburo shed 
eight elderly members and added 14 up- 
and-coming younger officials, including 
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party secretaries from coastal cities and 
provinces that have been in the vanguard 
of economic reform. 

Vice-Premier Tian Jivun, who derided 
the concept of “a leftist special economic 
zone" in a widely circulated internal 
speech, also retained his seat in the polit- 
buro, and Foreign Minister Qian Qichen 
stepped up to a seat in the 20-member 
body. 

The patriarch went on to clean out a 
few other nests of conservatism. He abol- 
ished the Central Advisory Commission 
(CAC), a powerless talk shop for superan- 
nuated party elders. The CAC had been 
headed by Deng's most powerful rival, 
Chen Yun, the 87-year-old doyen of central 
economic planning. 

Deng was also able to remove army 
ideology chief Gen. Yang Baibing from his 
post as secretary-general of the powerful 
Central Military Commission (CMC). This 
move appears even more significant when 
taken together with the retirement from the 
politburo of President Yang Shangkun, 
Yang Baibing's elder half-brother. Deng 
used to count the powerful Yang brothers 
among his closest allies, but now seems to 
fear them as an incipient alternative power 
centre. 
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Other such potential rivals also got their 
come-uppance. Virtually none of the 
“princelings” — politically active children 
of veteran cadres — made it into the Cen- 
tral Committee. Chen Yun's banker son, 
Chen Yuan, was bypassed. But so, perhaps 
be way of compensation, was Deng's own 
daughter, Deng Nan. 

Despite these apparent triumphs it was 
not until after the congress, the first ple- 
num of the new Central Committee and 
the inaugural politburo meeting, that Deng 
finally tottered out for his long-awaited 
personal appearance. Assisted by Deng 
Nan, he paraded the length of the Great 
Hall's east room. 

His left hand seemed palsied and quiv- 
ering and there were times when he even 
seemed not to hear what was being said to 
him. But Deng's personal appearance, even 
after the real business of the congress was 
over, may at least have helped convince 
the party faithful that the paramount 
leader is still in control. 

Yet some analysts saw Deng's 14th Con- 
gress triumph as hollow. “He's settled for 
the ‘sizzle’ and allowed his enemies to 
snatch the ‘steak’,” said a 
diplomatic veteran of two 
previous congresses. The 
mere fact that half the 
Central Committee mem- 
bers are new appointees, for 
example, says nothing 
about their policy inclina- 
tions. "They're just un- 
known quantities." 

No less disturbing is the 
fact that Deng had to leave 
in place on the Central 
Committee such conserva- 
tive rallying points as the 
CPC's ex-chairman Hua 
Guofeng, People's Daily 
editor Shao Huaze and 
Broadcasting Minister Ai 
Zhisheng. Some well- 
known reformists also 
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moted, as rumoured, to the chairmanship 
of China's nominal legislature to replace 
retiring politburo member Wan Li. 

Raised in the same coastal district of 
Zhejiang that produced Chiang Kai-shek 
and much of the Kuomintang leadership, 
Qiao was caught up in underground party 
work from the age of 16 right through to 
liberation in 1949, forging enduring links 
with the CPC's security apparatus. In the 
1950s and 1960s, he worked in the steel 
industry, including a long stint at a steel- 
works associated with the Jiuquan rocket 
launching facility, where he became 
plugged into China's military-industrial 
complex. 

Then, on the eve of the Cultural Revo- 
lution, Qiao fortuitously transferred to a 
berth on the party's international liaison 
department that kept him out of the fray 
at home and involved him in overseas in- 
telligence work. He specialised in Eastern 
Europe, and had a ringside seat for the be- 
ginning of the end of communism in the 
West. 

Whatever lessons that experience 
taught him, he had an immediate chance 





failed to hold their places Was Deng's 14th Congress triumph hollow? 


on the committee. They in- 

clude united front chief Yan Mingfu and 
ex-secretariat member Rui Xingwen, both 
allies of ousted party boss Zhao Ziyang. 

Deng failed to dislodge Premier Li Peng 
and party secretary Jiang Zemin, whose 
commitment to reform is equivocal at best. 
Instead, he tried to outflank them with the 
appointments to the politburo Standing 
Committee of Zhu and Hu. The other new- 
comer, Gen. Liu, was brought in precisely 
for his neutrality. Party ideology chief Li 
Ruihuan, number four on the Standing 
Committee, is considered to be firmly in 
the Deng camp. 

That leaves the enigmatic Qiao Shi, 68, 
the party’s disciplinarian and security 
chief, as the potential swing vote on the 
Standing Committee. His strength would 
be further enhanced if he were to be pro- 
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to apply them during his rapid rise in the 
CPC central apparatus in the 1980s under 
the aegis of Peng Zhen, a party elder who 
is regarded as somewhat more conser- 
vative than Deng. Reflecting Peng's pre- 
occupations, Qiao served on the party's 
Organisation Department with responsibil- 
ity for overseeing personnel. He also held 
jobs in the party's political science and law 
committees and its leading group on 
ethics. 

Tibet Secretary Hu Jintao, young as he 
is, has a similarly eclectic party background 
and could play an almost equally pivotal 
role in future power struggles. He began 
his rise in Gansu province under the tute- 
lage of Song Ping, a conservative stalwart 
who had just retired from the politburo 
Standing Committee. On Song's prefer- 
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ment, Hu was sent to Peking for a stint on 
the secretariats of the Communist Youth 
League and the All-China Youth Federa- 
tion. 

The youth groups were the special pre- 


' serve and power base of Hu Yaobang, who 


had been Deng's first designated succes- 
sor. Yet when the elder Hu was deposed 
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as the scapegoat for economic overheating 


and student unrest in 1987, Hu Jintao re- 


portedly had no qualms about joining in — 


the denunciations. 

Economic chief Zhu Rongji, on the 
other hand, enjoys no such deep party 
roots. A 63-year-old engineer, he has made 
his entire career in the economic and plan- 
ning bureaucracy. Amidst those legions of 
bureaucratic time-servers, he caught 
Deng's eye as a bold innovator and a re- 
sults-oriented — even peremptory — task- 
master. 

His rapid rise since 1991 has been 
ominously like that of former party secre- 
tary Zhao: predicated on sheer competence 
and the patronage of Deng, rather than on 
a wide set of contacts within the party. 
That could leave him wide open to attack 
if his position comes under 
threat in a succession bat- 
tle. 

Until then, though, it 
frees him for action. 
Unencumbered by factional 
entanglements, Zhu as- 
sesses economic questions 
purely on their merits and 
seems to act accordingly. 
Reform, he reportedly told 
an audience of liberal 
economists, should not be 
treated as a "campaign" but 
rather as a series of meas- 
ured policy responses to 
changing circumstances. 

True to his words, Zhu 
did not hesitate to shut 
down the Hainan stock- 
market when it threatened 
to destabilise the growth of 
China's shareholding sys- 
tem. Yet at the same time he appears ready 
to set up an independent securities market 
regulatory agency beyond the control of 
the conservative People's Bank of China. 
“He's not out to make himself popular,” 
muses a Chinese multinational executive 
who has dealt with him. 

Conservatives may be hoping that 
Zhu's abrasive ways and his lack of a sup- 
port base within either the CPC or among 
the general populace will come back to 
haunt him. "After 1989, it was the so-called 
‘hardliners’ who were the bad guys," says 
the diplomat. "But when the full ramifica- 
tions of Zhu's latest measures play out — 
when state sector industries begin massive 
lay-offs, when consumer prices rise, when 
income gaps grow too obvious to ignore 
— then it may be time for the onus will fall 
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on the ‘reformers’.” 

Zhu's seat on the politburo 
Standing Committee reinforces his 
new role as director of the State 
Council's Economic and Trade Of- 
fice, a kind of super-ministry 
charged with rationalising China's 
antiquated industrial and financial 
systems. Large segments of the bu- 
reaucracy will be rationalised and its 
functions subsumed under Zhu's 
economic leadership, including 
much of the once-powerful Ministry 
of Foreign Economics and Trade 
headed by conservative planner Li 


While the men look like natural 
rivals Li has been named as Zhu's 
deputy and promoted to the polit- 
buro, where he could be counted as 
part of what amounts to a conserva- 
tive "shadow cabinet," the diplomat main- 
tains. Other new politburo members to 
watch from that standpoint include Yang 
Baibing and Wei Jianxing, a Soviet-trained 
engineer with a background in the CPC- 
controlled labour movement. Wei also suc- 
ceeds Qiao as secretary of the party's Dis- 
cipline Inspection Commission. 

"These people stand ready to step in as 
soon as the ‘reformists’ come a cropper,” 
the diplomat warns. "Zhu and company 
have been assigned a ‘mission impossible.’ 
They have been given enough rope to hang 
themselves. A constituency is shaping up 
out there for a slower rate of change, and 
there are political actors off in the wings of 
the CPC who may be just biding their time 
and waiting to ride that wave when the 
moment comes." 

Deng and his supporters are betting 
heavily that this moment will never come. 
To avoid the kind of collapse that befell 
"fraternal" communist regimes in the So- 
viet Union and Eastern Europe, they are 
pinning their hopes on the "Asian dra- 
gons" model of free-wheeling economic 
growth coupled with authoritarian politi- 
cal control. The object is to imitate such 
models as South Korea, Taiwan, Hong- 
kong and Singapore during their peak 
growth years in the 1960s and 1970s. 

"When I hear talk like that, I tremble for 
China," says a an associate of former pre- 
mier Zhao who was sent to jail after 1989 
for his liberal views. "The inappropriate- 
ness of these models for a post-Cold War 
nation of one billion is staggering." 

These trade-driven economies were sus- 
tained as bulwarks against world commu- 
nism by unlimited access to an infinitely 
capacious US market. And they were small 
enough to be price takers, rather than price 
makers, on world markets. That allowed 
them to finance themselves, source their 
inputs and market their goods without 
unduly moving prices against themselves. 

"Lee Kuan Yew, the favourite policy 
pundit of China's reformers, has spent his 
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Zhu: straight to the top. 


entire career as basically a mayor. What 
does he know about running a continent- 
sized country on the verge of becoming a 
global monopolist and monopsonist [sole 
buyer] in many key commodities?," asked 
one analyst. 

The reformists betrayed their true col- 


ours, he charges, during the latest 
: congress, with its sham "press-con- 
ferences" and closed-door sessions 
followed by "unanimous" show-of- 
hands votes. Outside the hall, he 
adds, "known malcontents" like 
himself were called in for caution- 
ary chats with their parole officers 
and specifically warned against con- 
tacting the foreign media. 

Yet counter-examples to their 
neo-authoritarian doctrines clearly 
do not escape the attention of the 
CPC leaders. In the press gallery of 
the Great Hall where the congress 
sessions were held, an old China- 
hand journalist from the former 
Yugoslavia reports that Chinese dip- 
lomats in Croatia avidly report to 
Peking each new chapter in the 
country's disintegration. 

"Our example worries them. If eco- 
nomic development can inoculate a social- 
ist country against disintegration, then 
what happened to us? We were the richest, 
the most advanced, and the most ‘re- 
formed and open' state in the socialist 
world. And now look." a 





CHINA 


Broad canvass 


Diversity is the key to todays communist party 





By Lincoln Kaye in Peking 
With 52 million members, the 
Communist Party of China 
(CPC) is equivalent to a nation 
roughly the size of South Korea 
or Thailand. Recruited over 
decades of turbulent history 
and wild ideological shifts, the 
party may also seem about as diverse in its 
make-up as a comparably sized nation. With a 
membership so diverse, what does it now mean 
to be a communist in China? How do the fac- 
tional wrangles and patchwork accommodations 
of the centre affect the grassroots? Can the party 
hold together as communism collapses every- 
where else in the world? To give some sense of 
the party's diversity, here is a triptych of Chi- 
nese communist portraits: one rural, one from 
an urban state enterprise and one “princeling” 
to the CPC manor born, but who has opted out. 





walls of Wu Daifu's traditional 

courtyard-style farmhouse in 
Guanghan county, Sichuan province, are 
no longer unadorned. Models in swimsuits 
beam from a rotogravured calendar on one 
side of the room. On the other side is a 
crude block print of Cai Shen, the God of 


T he floor is still bare concrete, but the 
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Wealth. 

In 1966, the decor was more austere. At 
the onset of the Cultural Revolution, when 
Wu took over as party secretary of his “bri- 
gade” — CPC argot for a village — the only 
permissible wall ornaments were icons of 
chairman Mao Zedong. 

The state-sanctioned anarchy of those 
years allowed young tyros like Wu, then in 
his early 20s, to wrest control of their local 
party machinery by deposing — often vio- 
lently — their established elders. But it was 
a set of softer, more accommodationist 
skills that allowed Wu to hang on as vil- 
lage party boss throughout the vicissitudes 
of CPC dogma, until his nominal retirement 
last year. With a ready smile full of gleam- 
ing gold-capped teeth, Wu still glad-hands 
his way around the village, keeping tabs 
on its 200-odd households. County officials 
trot him out for visitors as a "typical" local 
peasant. 

After the fall of the Gang of Four and 
the ascendency of market-oriented reform- 
ers, Guanghan became the pet county of 
Deng Xiaoping's erstwhile heir apparent, 
Zhao Ziyang. It was here that Zhao pio- 
neered the household responsibility sys- 
tem, family-run and collective rural indus- 
tries and agricultural price de-control. 
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Wu and his family were quick to capi- 
talise on these innovations. First, he in- 
vested in a motorised roto-tiller, with 
which his son went into business plough- 
ing neighbours' land on a contract basis. 

From this, Wu traded up to a tractor 
and then to a small truck to cart produce to 
the free-price markets in the provincial 
capital of Chengdu. He also runs a profit- 
able sideline straining recyclable woodpulp 
residue out of the village's once-limpid 
streamwater and selling it back to the col- 
lective paper mill. "It may stink, but it 
pays," he shrugs. 

Wu — his given name means "Bringer 
of Prosperity" — could have enriched him- 
self faster, he admits, if he had not been so 
busy with party work. Still, his chance will 
come since "reform is irreversible" and the 
bad old days of scarcity will never return 
to Guanghan. Just in case, though, Wu 
keeps in his house a three-year supply of 
rice in a giant wooden bin half again as 
high as he is. The door of his granary is 
barred with heavy threshing machinery 
and the family dog, a fierce German shep- 
herd, sleeps atop the rice hoard every 


night. 


efore the Lunar New Year, deputy 
B party secretary Ha Li of the state- 


owned White Carnation washing 
machine factory used to work out of a tiny 
cubicle in a grimy building near the his- 
toric Marco Polo Bridge west of Peking. 

Now she has moved to a sunny, spa- 
cious office in the new central Peking 
building White Carnation inherited when 
it absorbed its money-losing competitor, 
White Orchid, to form the Orchid-Carna- 
tion Electrical company. 

A compact, chunky figure in a grey gab- 
erdine Mao suit and incongruously dainty 
half-heeled pumps, Ha Li, 44, seems ready 
to reel off a mile-a-minute stream of slo- 
gans and statistics on cue. It was this dyna- 
mism that first caught the eye of the facto- 
ry's long-time party secretary Xiao 
Gengling when she came to the firm as an 
accountant 10 years ago, and she rose rap- 
idly in party ranks under his aegis. For her, 
the mission of a CPC cadre in a state enter- 
prise is perfectly forthright: "to demon- 
strate the superiority of socialism. We look 
after our people and the government looks 

us." 

These days, however, the state is in no 
mood to prop up public-sector industries 
indefinitely, and Orchid-Carnation may 
find itself hard-pressed to look after its en- 
tire post-merger workforce of nearly 5,000. 
White Orchid's production machinery has 
been moved out to White Carnation's old 
factory blocks, and the downtown plant is 
to be converted into rentable office space. 

The unappetising old White Orchid 
lunchroom will be transformed into a fast- 
food restaurant for office workers from the 
nearby high-rises. A fleet of two dozen new 
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yellow mini-vans awaits deployment as the 
Orchid-Carnation taxi company. 

A just-opened retail outlet sells the 
firm's new product lines — electrical hu- 
midifiers and food processors — as well as 
an assortment of goods from Orchid-Car- 
nation's various customers and suppliers: 
stuffed animals electrical switches and 
gauges, boxed drinks, hand wrenches and 
soap. On a recent Saturday there were few 
customers in the store. 

Xiao, in his 60s and soon to retire, now 
concentrates mostly on the retail outlet as a 
solution to the firm's "triangular debt." 
Meanwhile, general manager Liang Biao 
occupies himself with developing new 
projects. That leaves Ha Li to handle the 
problems generated by Orchid-Carnation's 
planned redeployment and retrenchment 
of redundant workers. Some have already 
been sent home with 
full pay and benefits 
for anywhere from six 
months to two years 
before they are on 
their own. A few wel- 
come the chance to 
“moonlight” their way 
into better paid entre- 
preneurship. Most, 
though, dread the in- 
security. 

“Boss” Ha, as she is 
called around the fac- 
tory, seems unper- 
turbed. She handles 
personnel appeals, 
staffers report, with 
the same cheery bustle 
that has become her 
hallmark. However, 
despite her positive 
tone, she is left with 
nothing concrete to tell 
the anxious workers. 
Like the party techno- 
crats at CPC central, she 
can only defer to “sen- 
ior leaders” behind the 
scenes, while waiting 
for the firm's diversifi- 
cation schemes to gen- 
erate enough income and new jobs to take 
up the slack. 


rowing up in Peking's Zhong- 

nanhai leadership compound dur- 

ing the Cultural Revolution, it never 
occurred to Guo Xing (not his real name) 
to doubt he would someday join the CPC 
— at least not until he watched his big sis- 
ter go through the application process. 

It was bad enough to face the volumi- 
nous paperwork and the interminable 
waiting. Then there was the "Devil's Ad- 
vocate" on the membership committee, 
nit-picking away at dress, mannerisms 
and "class background." The candidate's 
sponsor would also periodically suggest 
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The young opt out of the party. 


that a little more group singing or street - 


sweeping might be in order. In all, it took 
two years and drove the sister close to 
what would have been recognised in a 
more bourgeois milieu as anorexia ner- 
vosa. But it paid off for her; she has en- 
joyed a secure berth in the bureaucracy 
ever since. 

By the time Guo reached college age, 
however, party membership was no longer 
the "in" thing on campus. "All we strove 
for back in the early eighties was grad 
school in the West." Guo made it, hands 
down, for an Ivy League MBA. 

On the strength of that degree, he 
landed a job as the Peking representative 
for a Western multinational. Many of those 
he grew up with in Zhongnanhai, the resi- 
dential compound for top party leaders, 
have done the same. Others have joined 
the CPC and risen 
smartly in the eco- 
nomic ministries or as 
secretaries to senior 
leaders. 

Their divergent 
career paths have not 
cut them off from each 
other, and they still 
find plenty to talk 
about. For one thing, 
there's the inexhaus- 
tible topic of their par- 
ents, many of whom 
are now being put out 
to retirement by the 
closure of the Central 
Advisory Commis- 
sion. 

But children of 
high officials, Guo ad- 
mits, have less to fear 
from security harass- 
ment. That may be 
why they have main- 
tained what he claims 
are Peking's liveliest 
political salons over 
the past decade. 

One theory making 
the rounds of the 
"princeling" salons 
lately, and attributed to the son-in-law of 
a retiring politburo member, is that of the 
"rabbits and the wolves." Under this 
Malthusian doctrine, Republican China 
was overrun with economic predators — 
compradors, imperialists, bureaucrats — 
who made life miserable for the docile 
rabbit-like masses. 

But, after the revolution in 1949, the rab- 
bits proliferated and despoiled the land, so 
now the party needs to cultivate a new set 
of wolves — bold reformers, private entre- 
preneurs, multinational competitors for 
state firms — to restore the balance. And 
what to make of the "princelings" them- 
selves under this scheme? Cannibal rab- 
bits? Or lap-wolves? * 
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for a Hundred Years" its words need to be assessed in a historic context. Each of the 
seven party congresses since the communists came to power in 1949 has unveiled a fresh 
set of slogans and a new leadership line, yet neither has ever been known to survive from 


Lj 
ð record one congress to the next. A review of bygone battles sheds light on the way past allies 
b of paramount leader Deng Xiaoping have turned into factional rivals. 


; 
When China's 14th Party Congress proclaims the Dengist line of "Reform and Opening ` 
Broken 























September 1956. The 8th Congress is Personality cults are condemned and Mao strikes back. The 100 Flowers 
the first full conclave of the Chinese collective leadership endorsed. The 2nd (free speech interlude) is followed by a 
Communist Party (CPC) since “Liberation.” | Five-Year Plan emphasises the primacy of violent anti-rightist campaign. Stalin is 
Mao Zedong is chairman, but his power economic development. Mao Thought goes partially restored to grace in the CPC 
monopoly is challenged by his comrades. unmentioned. The chairman's wings are pantheon. 
President Liu Shaoqi reads the political clipped. 
report; CPC General Secretary Deng 
Xiaoping reveals CPC charter amendments; Stalin 
Premier Zhou Enlai reports on the 2nd Five- 
Year Plan. 

September 1958. A Mao proclaims "uninterrupted Agriculture is collectivised and private ownership 
special second session of | revolution." The economy is to produce abolished. The Great Leap Forward crashes as famine 
the 8th Congress is "more, better, faster, cheaper, " kills 27 million. The "Fix-it" crew includes Liu, Deng, 
convened in secret for Vice-Chairman Chen Yun, Peking party secretary Pang 


foreshadowing the Great Leap Forward. 
"Rectification." Mao is in ; 
charge. Liu Shaogi 


Zhen and others among today's gerontocrats. "Experts" 
are briefly ascendant over "Reds." Lin Biao puts out the 





recants his previous Little Red Book of Mao Thought. Mao's wife, Jiang Qing 

stance, and mouths praise claims sway over culture. Deng, Chen, Liu, and Peng are 

for an anti-rightist drive. purged in the Cultural Revolution. Factional fighting 

Lin Biao is named fifth provokes the intervention of the People's Liberation Army 

vice-chairman of the CPC. under Lin. Mao's personality cult supplants party rule. 
April 1969. The 9th Congress begins Lin's keynote speech praises the Lin's fortunes decline until his 













eight years late. Lin Biao's name is written 
into the constitution as Mao's successor. 
Liu Shaoqi is branded as "Renegade, 
Traitor and Scab." Because of purges only 
53 members remain from the previous 
central committee. Premier Zhou is left as 
the only non-zealot on the politburo 
standing committee. 


Cultural Revolution, but the Congress 
declares the movement officially over. A 
new party constitution enshrines Mao 
Thought and class struggle. Party 
membership is limited by class origin. 


death in an air crash after an alleged 
coup attempt. Mao rejects his own 
deification and cuts the military's 
political role. The struggle begins for 
the post-Mao succession. 








August 1973. The 10th Congress is 
held in secret for only four days. The 
standing committee includes Premier Zhou 
and three members of the radical Gang of 
Four, balanced by veterans Zhu De and 
Dong Biwu. Deng is restored to the central 
committee. 


Zhou's political report attacks Lin as a 
fascist, rightwing opponent of the Cultural 
Revolution. A new party constitution 
expunges Lin's name as Mao's successor. 
Class struggle and Mao Thought are 
reaffirmed. 


Jiang Qing attacks Zhou under the guise of a 
“Criticise Lin and Confucius campaign.” Deng is purged 
after the death of Zhou and replaced by Hua Guofeng. 
Jiang is arrested after the death of Mao. 


August 1977. At the Hua's political report touts the ongoing Deng bests Hua in the succession battle. The primacy 
11th Congress Chairman | proletarian revolution and sets out a of economic growth calls for a more flexible reading of 
Hua Guofeng shares the belligerent foreign policy. But he also calls | Marxism. Central Committee chairman Hu Yaobang 
rostrum with four CPC for the reinstatement of old cadres who had | emerges as Deng's chosen successor, with Vice- 


vice-chairmen, including | been purged. Deng reaffirms the Maoist Chairman Zhao Ziyang in a supporting role. 
Deng. Last appearance dogma of class struggle as a "key link." 













of several revolutionary 
marshalls from the pre- 
war Yenan era. 
September 1982. The 12th Congress "Four Modernisations" and the "Open The party recruits intellectuals 
elects a standing committee split between Door" policy set out to quadruple GNP by and weeds out radicals. Student 
Deng, Hu Yaobang and Zhao Ziyang on 2000. Hu ordains a "socialist spiritual unrest flares as the economy 


one side, and veterans Ye Jianying, Li 
Xiannian and Chen Yun on the other. Some 
old Deng opponents are dropped from the 
politburo. 


civilisation" as mix of ideology and culture. 
A new party constitution abolishes the post 
of chairman but institutes a general 

secretary. 


overheats. Hu is supplanted by Zhao 
as Deng's chosen successor. A 
"Spiritual Pollution" campaign is 
aimed at artists. 





October 1987. After the 13th Congress Zhao's political report presses for the The Tiananmen massacre sinks Zhao and stalls 
Hu Yaobang is still on the politburo, along separation of party and government. As a political reform. Campaigns against “bourgeois 
with a new crop of reformists. They are figleaf for market economics he says liberalisation” and “peaceful evolution” are designed to 
balanced by conservative technocrats such China's socialism is still in its unavoidable | restore ideological control. Deng's southern tour breaks 
as Li Peng as well as surviving gerontocrats. | primary stage. the deadlock between reformists and the old guard. 
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ISN'T IT TIME YQ 
WITH A COMPLE’ 


They really are a bunch of thorough 
professionals. 

Every one of them an expert in his 
own field of business banking. 

Collectively, there’s not a single 
thing connected with finance and 
banking they couldn’t do for you. 
From supplying the latest trade figures to suggesting 


the best way to go about trading in Sri Lanka. 


The problem is, there’s just so many of them. 


And to be frank, they are a little slow. 


Compared to the alternative, that is. 


Hexagon desktop banking from HongkongBank. 


It’s everything you could want in a bank, on your desk. 


Good riddance to old hassles 
Hexagon means complete control of all your 
financial affairs at the touch of a button. 24 hours 
a day. 365 days a year. 
Press a few buttons and you're plugged into one 


of the most comprehensive financial data services 


in the world. Hexagon Market Information Services. 


Press the keys again and you're into such areas 





as forex prices and updated stockmarket repor 


on global markets. 

You have at your fingertips comprehensi 
global and regional economic reports, summari 
of currency and bond markets and overviews : 
subjects as diverse as onshore trust prices ai 
Canadian property markets. 

But Hexagon doesn't just give you informati 
Hexagon allows you to act on it. 

Let your fingers do the walking 

Take the day-to-day routines involved in ca 
management. 

With Hexagon you can control your accour 
check past transactions, analyse cash flows ai 


then make necessary payments and transfer fun 
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exagon does it all, instantly and accurately. 

By handling your financial affairs electronically, 
ost of the inconvenience and drudgery associated 
ith normal administration disappears. 

The company that said YES 

Take the example of a small trading company of 
ss than 100 staff. 

Hexagon reduced the number of amendments 

opening Documentary Credits, slashed the tele- 
»mmunications bill and improved the use of bank 
ade credit to the extent that more Documentary 
redits were opened each day. 

Which in turn accelerated shipment cycles, 
irnover and profit. 


In the first year, Hexagon saved the company 
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a substantial sum of money. Over US$150,000. 
So the advantages for companies who deal in 
trade finance are obvious. And lucrative too. 
The buck stops here. 
It’s not only an opportunity to pretty much 


revolutionise the way you bank. 








It's a chance to dramatically 
improve your company’s efficiency, 
productivity and, of course, 


profitability. 
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The Desktop Bank 


Putan end to dealing with 
a complete set of bankers. 


Contact your nearest 


€ 
HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


HongkongBank branch 


today. 
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Throughout the world, bankers who 





pounds, or won or ringgit, and bankers who 
speak pesos, rupiahs or Deutschemarks all 


Speak to Unisys for answers to their mission 


-critical needs. 








Forty-one of the world's 50 





largest banks rely on Unisys information 
: - Systems. In Asia 13 of the regions 20 largest 


banks, outside of Japan, rely on Unisys either 













for their core retail and branch banking 

Systems, or for their high or low speed 
document processing systems. But the buck 
: hardly stops there. 

Over 8096 of the regions SWIFT 
| member banks depend on Unisys systems for 
in transfer, And over 21,000 Unisys teller 
wea are deployed — not just in 
i highly urbanised locations such as Hong Kong, 
but also in the smallest rural outposts of SE. 
l Asia. We offer unequalled capability in the 
fast growing area of credit card processing 


© 1992 Unisys Corporation 


"Sales Offices: China: 862.879 3800 Hong Kong 
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Systems, and we've put our banking customers 
at least a year ahead of the competition in 
Cheque imaging solutions. 

So it's hardly surprising that we have 


been ranked first in customer satisfaction 





We make it happen. 


count on our computer solutions. 


surveys in Taiwan; or that all top ten banks 
in Europe and Japan and nine of Americas top. 
ten, and 60,000 other distinguished customers 
recognize Unisys as a world leader in mission 
critical information systems. 

Call vour local Unisys representative 
and ask how we can put the advanced. 
technology and dedicated people of Unisys 


to work on your account. 








CHINA 


Back to the front 


Deng seeks to depoliticise the PLA 


By Tai Ming Cheung in Peking 


In a sweeping shakeup of 
China's top military leader- 
ship, paramount leader 
Deng Xiaoping hàs moved 
decisively to curb the gen- 
erals' influential role in poli- 
tics by retiring politically 
ambitious officers and promoting trusted 
commanders who will focus more strictly 
on military professionalism. 

Deng's most stunning act was to re- 
move military strongman President Yang 
Shangkun and his younger half-brother 
Gen. Yang Baibing from all their army po- 
sitions, thereby ending a potentially 
destabilising dynasty in the making. Yang 
Shangkun stepped down from his first 
vice-chairmanship of the powerful Central 
Military Commission (CMC) and the polit- 
buro, and Yang Baibing lost his portfolio 
as CMC general secretary and director of 
the People’s Liberation Army’s (PLA) Gen- 
eral Political Department. The younger 
Yang also relinquished his position on the 
party secretariat. 

In a face-saving gesture from Deng, 
Yang Baibing was allowed to enter the po- 
litburo. But without any military posts, and 
given widespread resentment towards him 
among other senior officers, it will be diffi- 
cult for him to continue to be identified as 
a military representative. 

Yang Shangkun’s own political stand- 
ing has also been put into doubt. Before 
these changes, he was widely acknow- 
ledged as the country’s second most pow- 
erful leader and a natural successor to 
Deng should Yang Shangkun outlive him. 
Although still influential as one of the few 
remaining Long March elders and well-re- 
spected among many military officers, his 
removal and the sidelining of Yang Baibing 
has seriously dented his power base. His 
ability to promote supporters into key po- 
sitions of power has probably been consid- 
erably diminished. 

Gen. Liu Huaqing, CMC vice-chairman, 
is now the lone serving military officer on 
the new politburo and its standing com- 
mittee. Gen. Qin Jiwei, the only other mili- 
tary officer in the previous politburo, 
stepped down in this latest reshuffle and 
will give up his post as defence minister to 
the present chief of the PLA general staff 
Gen. Chi Haotian, most likely at the Na- 
tional People's Congress (NPC) next March. 
Qin also relinquished his concurrent CMC 
membership. 
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The military's single politburo represen- 
tation is the smallest in the communist par- 
ty's history, and a far cry from the 1970s 
and early 1980s when at least half the 
members were uniformed appointees. De- 
fence analysts say this is a clear signal from 
Deng that he wants the military to play an 
essentially acquiescent political role, even 
with his passing. 

Military officers, however, did make 
significant gains on the new Central Com- 
mittee, taking 44 of the 189 full seats — or 
23.3% of the total — and 17 of the 130 alter- 
nate seats — or 13.4%. Only 16.5% of the 


full members of the previous Central Com- 
mittee were military officers, though they 
were better represented among the alter- 
nate candidates. There are 17 new military 
members of the full central committee, in- 
cluding Liu and newly promoted CMC vice- 
All military 


chairman Gen. Zhang Zhen. 


VAHNIX 


Yang brothers removed from CMC posts. 


regions and senior central military com- 
mands are represented, including the air 
force, navy and strategic missile forces. 
Analysts said Deng's decision to retire 
the Yangs was sparked by a last-ditch ef- 
fort by them to expand their power base in 
the immediate run-up to the 14th Party 
Congress. At a politburo meeting on 4 Oc- 
tober, Yang Shangkun reportedly again 
pushed for his half-brother's promotion to 
a CMC vice-chairmanship and inclusion in 
the politburo Standing Committee, even 
though a new lineup for this body had al- 
ready been decided several weeks earlier. 
Details of the meeting were passed to 
Deng who, apparently deciding he had 
had enough of the Yangs’ persistent efforts 
at political aggrandizement, acted swiftly. 
At a special politburo meeting on 8 Octo- 
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ber, a message from Deng was relayed by 
Liu, the new de facto military strongman. 
Deng said that Yang Baibing should no 
longer serve in any military positions, but 
indicated he could become a politburo 
member. The politburo officially endorsed 
Deng's selections on 10 October. 

In his message, Deng also pointed out 
that he wanted to see the promotion of pro- 
fessional and open-minded military com- 
manders not tied to any identifiable fac- 
tions — a clear reference to the Yang clique. 
Consequently, he elevated Liu to the polit- 
buro Standing Committee as well as be- 
coming CMC vice-chairman. Liu was also 
put in charge of the CMC's daily adminis- 
tration as Deng decided against filling the 
CMC general secretaryship following Yang 
Baibing's departure. 

“Deng’s intervention is power politics 
at its most astute. By only stepping in at 
the last moment, he left the Yangs no time 
to respond," one political analyst said. 

Other observers point out that Deng 
had been monitoring the Yangs' efforts at 
empire-building since the Peking crack- 
down in June 1989, but had kept out of the 
power struggle in the hope that CMC chair- 
man Jiang Zemin, Liu and other profes- 
sional commanders could come out on top 
through their own efforts. But 
the continuing stalemate that 
threatened to keep the Yangs 
in power appears to have 
forced Deng to intervene. 

Diplomats were surprised 
by Liu's promotion because 
of his age and poor health. At 
76, he is considerably older 
than his colleagues on the 
politburo. Joining Liu as the 
second CMC vice-chairman is 
another military elder, Gen. 
Zhang Zhen, the former 
president and political 
commissar of the PLA's 
National Defence University. 
Zhang is two years senior 
to Liu and has not been 
seen in recent months 
because of poor health. 

Analysts say Deng choose these older 
generals because he was concerned that 
younger officers lacked sufficient Pee 
influence to keep the military united, 
check and out of politics if he were to die 
in the next few years. Liu is a close col- 
league of Deng and has long supported the 
patriarch's military reform policies. 

Liu, who studied in the former Soviet 
Union and spent five years as navy com- 
mander in the early to mid-1980s, has been 
the chief architect in the recent develop- 
ment of Sino-Russian military relations and 
the buildup of naval capabilities. Liu's 
commanding position in defence decision- 
making could see particular attention paid 
to these areas. 

Zhang has a proven record as a battle- 
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experienced soldier and military thinker. 
He served as an army commander in nd 
Korean War and went on to help establish 
the National Defence University in 1985. 
His tenure as president of the PLA's pre- 
mier educational establishment allowed 
Zhang to cultivate ties with many middle 
rank and senior officers who are sent to the 
university for advanced studies. 

As CMC chairman, Jiang now has a 
golden opportunity to build up his still 
weak power base within the military to 
boost his chances of becoming an impor- 


tant player in the political succession | 


stakes. Since his appointment to the CMC in 
November 1989, analysts say, Jiang's ef- 
forts to cultivate the military's support 
have been blocked by the Yangs. Jiang is 
also expected to be given the state presi- 
dency at next year's NPC in place of Yang 
Shangkun. 

In his report to the 14th Party Congress, 
Jiang clearly signalled the PLA's support for 
Deng's reforms and emphasis on profes- 
sionalism. He said that the military will be 
turned into a "strong, modernised, revolu- 
tionary regular army. Defence capabilities 
will be constantly increased and it will pro- 
vide powerful protection for the reforms, 
opening up and economic development." 

Jiang also specifically referred to the 
PLA's duties as defending China's "sover- 
eignty over its territory, territorial waters 


and air space, its maritime rights and of | 
safeguarding the unity and security of the | 


motherland." No previous party congress 
document has been as detailed and explicit 
as to the PLA's missions. 

Supporting Jiang in the military reforms 
will be new faces in the other senior PLA 
positions. Jinan military region commander 
Lieut-Gen. Zhang Wannian will become 
the new PLA chief of general staff. Deputy 


director of the General Political Depart- 


ment Lieut-Gen. Yu Yongbo will take over 
from Yang Baibing as chief political com- 
missar. 


Lanzhou military region commander | 


Lieut-Gen. Fu Quanyou will take over as 
head of the General Logistics Department. 
The current logistics chief, Gen. Zhao 
Nangi, will move over to head the PLA's 
top strategy think tank, the Academy of 
Military Sciences. 

With the promotion of these command- 
ers to Peking, a major reshuffle of military 
regions and other senior general headquar- 
ters' posts will also take place. Some of the 
officers expected to be removed include 
those perceived to have been too closely 
aligned to the Yangs. They include two 
deputy chiefs of the general staff, Gen. Xu 
Xin and Lieut-Gen. He Oizhong, and 
Guangzhou military region political com- 


missar Lieut-Gen. Zhang Zhongxian. The | 


air force commander Gen. Wang Hai and 
the commander of the strategic missile 
forces Lieut-Gen. Li Xuge are also slated 
for retirement. - 
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Godfather's legacy 


Kanemarus fall sparks succession battle 


By Robert rt Delfs in Tokyo 

n open struggle for the leadership 
A of the most powerful faction in the 
ruling Liberal Democratic Party 
(LDP) following kingmaker Shin Kane- 
maru's fall has provided the Japanese 
public with a rare glimpse of the intense 
personal rivalries among top LDP politi- 
cians. 

Public outrage over Kanemaru's in- 
volvement in the Sagawa Kyubin affair 
forced the 78-year-old political godfather 
to resign from parliament on 14 October. 
Kanemaru admitted receiving a Y500 mil- 
lion (US$4 million) illegal contribution 
from a businessmen with close ties to Su- 
sumu Ishii, late leader of the Tokyo-based 
Inagawa-kai yakuza crime group. 
Kanemaru also allegedly approached Ishii 
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Ozawa and Obuchi: bitter divisions. 


in 1987 to intercede with a rightwing group 
whose harassment was blocking former 
prime minister Noboru Takeshita's cam- 
paign for party leadership. 

But the departure of Kanemaru has 
left the 111-strong Takeshita faction — 
named after a former prime minister — 
bitterly divided between supporters and 
opponents of Ichiro Ozawa, a Kanemaru 
protege who is the acting faction leader. 

Faction members agreed last week to 
try to choose a new chairman before the 
end of October. But regardless of who is 
chosen, the Kanemaru affair has already 
unsettled Prime Minister Kiichi Miya- 
zawa's uneasy grasp on the national lead- 
ership. 

Miyazawa's problem is that everyone 
knows that he owes his job as prime minis- 
ter to the Takeshita faction. Faction mem- 
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bers hold six top-ranking jobs in 
Miyazawa's cabinet. Moreover, his legisla- 
tive accomplishments in passing the 
budget and enacting the controversial UN 
Peacekeeping Operations Bill this year 
were primarily due to the Takeshita fac- 
tion's support. 

Miyazawa diligently courted Kanemaru 
and Ozawa after they deposed Toshiki 
Kaifu as prime minister in October 1991. 
When Miyazawa's administration was in 
danger of collapsing in January this year it 
was again Kanemaru who bailed him out, 
simply by accepting the post of LDP vice- 
president. 

Hamstrung by these obligations, 
Miyazawa was conspicuously silent on the 
question of whether Kanemaru would re- 
sign for accepting the Y500 million from a 
mobster-linked businessman. 

All this has undercut 
Miyazawa's claims that he is 
emerging as a national leader 
in his own right. He will find 
it difficult to respond to the 
urgent public demands for 
political reform when parlia- 
ment holds its extraordinary 
session on 30 October, par- 
ticularly if he must still wait 
for cues from the disordered 
Takeshita faction. 

But the more serious 
threat is that Miyazawa's 
government could be effec- 
tively paralysed for as long 
as the factional chaos contin- 
ues, 

The anti-Ozawa camp has 
put forward former LDP sec- 
retary-general Keizo Obuchi as its candi- 
date for faction chairman. Ozawa's forces 
have responded by suggesting a compro- 
mise candidate, Finance Minister Tsutomu 
Hata. 

Hata, 57, who formerly headed the par- 
tv's Electoral System Research Council, has 
a reputation as a relatively clean politician 
with strong support among younger LDP 
members. He has studiously avoided open 
alignment with either Ozawa or his oppo- 
nents. But one anti-Ozawa faction member 
accused Hata of posing as a neutral to dis- 
guise his real loyalties. "Nobody realises 
that [Hata] is, in essence, Ozawa's candi- 
date." 

Since cabinet members are theoreti- 
cally barred from engaging in factional 
activities, Hata will be required to step 
down as finance minister if he is named 
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faction leader. 

Anti-Ozawa candidate Obuchi is close 
to former prime minister Noboru 
Takeshita, as is Ryutaro Hashimoto, a 
former finance minister and another lead- 
ing anti-Ozawa figure. Takeshita's own 
political career would come to an end if 
Ozawa becomes faction leader. 

"Takeshita can retain his political influ- 
ence only as long as nobody else from the 
faction becomes prime minister," a 
Takeshita faction member explained. “Ul- 
timately, Ozawa will have to launch a coup 
against Takeshita, just as Takeshita once 
did to [former prime minister] Kakuei 
Tanaka." 

Since Takeshita was forced to step 
down as prime minister over the Recruit 
bribery scandal in 1989, he cannot openly 
lead the faction that bears his name. Nor 
can he directly oppose Ozawa's ambitions 
until questions about his own involvement 
in the Sagawa Kyubin scandal are an- 
swered. 

“If the Diet [parliament] summons 
[Takeshita], he should go and testify will- 
ingly to dissolve the misunderstandings 
and seek the public's understanding," 
Obuchi said in a speech in Hokkaido on 17 
October. "In a sense, Takeshita was a vic- 
tim." If he testifies, Takeshita will deny 
personal knowledge or involvement in 
Kanemaru's 1987 dealings on his behalf 
with yakuza boss Ishii. 

It will not be easy for opposition parties 
to capitalise on the LDr's discomfiture over 


the Sagawa scandal. The largest opposition 
group, the Social Democratic Party of Ja- 


pan (SDP]), stopped pursuing the affair 
early this year after one of its own mem- 
bers — who subsequently resigned from 
the party — came under investigation for 
taking bribes from Sagawa Kyubin. 

spp] leaders never mentioned the 
Sagawa case during the upper house elec- 
tion campaign last summer. Nor did the 
Komei Party or the Democratic Socialist 
Party, both of which entered a tacit elec- 
toral alliance with the LDP after cooperat- 
ing on the UN peacekeeping operations 
bill. A similarly weak performance in the 
coming parliamentary session could fur- 
ther undermine the opposition's tattered 
credibility. 

Further repercussions are being felt 
within the spr} leadership, with chairman 
Makoto Tanabe, a moderate, coming un- 
der fire over his close personal relationship 
to Kanemaru. In the past, these ties were 
useful in working out inter-party legisla- 
tive deals. 

But last week a group of leftwingers in 
the spp} demanded that Tanabe be replaced 
by his leftwing predecessor, Takako Doi. 
"[We] must build a party that will have 
direct ties with citizens, women and youths 
who had high expectations for former 
chairwoman Doi," the group said in a 
statement. 5 
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Home C ooking 


Laksa. Pasta. Sushi. 
Shark’s fin soup. Steaks. 
Whether you re from 
Japan or Johor, America 
or Alor Setar, our dishes 
will remind you of 
home. Minus memories 
of washing up. The 
Equatorial. À definite 


home advantage. 





Jalan Sultan Ismail, 50250 Kuala Lumpur, Malaysia. Tel: 603-261-7777 
Tlx: MA 30263. Fax: 603-261-9020. 


Hotel Equatorial International 
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China uses Patten visit to convey displeasure 





By Lin Lincoln Kaye in Peking Y 


hina has perfected the art of state vis- 
C its to give face to Western politicians. 

From Richard Nixon in 1972 to John 
Major last year, their visits here have been 
studded with image-building photo oppor- 
tunities. 

But Hongkong's new governor, Chris 
Patten, is one politician whose cachet Pe- 
king seemed determined to diminish, 
rather than enhance during his 20-23 Octo- 
ber visit. Not that Patten is even answer- 
able to voters in Hongkong. Indeed, it is 
precisely for proposing an extension of 
Hongkong's franchise that China is out to 
chastise the governor. 

"They have just five years to persuade 
the people of Hongkong that representa- 
tive government is bad for them," says a 
Western diplomat. "Patten's popularity 
may be riding high right now on the 
strength of his proposed reforms. But 
Hongkongers have to be reminded that the 
governor will be gone in 1997 and they will 
still be answerable to Peking. Humiliating 
Patten this week would be a good start." 

Patten himself seemed to be braced for 
trouble when he admitted in a speech at 
Peking's airport that Hongkong and China 
had a number of "tough and difficult prob- 
lems to cope with over the next few years". 
Chen Ziying, the Deputy Head of China's 
Hongkong and Macau Affairs Office who 
met Patten at the airport, was even more 
downbeat. Chen said he hoped the visit 
would lead to the "restoration and further 
development of cooperation between 
China and the government of Hongkong." 

The main job of cutting Patten down to 
size was left to Lu Ping, the head of the 
Hongkong and Macau Affairs Office. Right 
up to the day of his arrival, Lu was the 
only Chinese official designated by name 
to meet the governor. The two were sched- 
uled to meet all morning on the day after 
Patten's arrival. 

"But if Patten thinks he's going to have 
a straightforward shirtsleeves session with 
Lu and dispose of the airport problem 
within a morning, he's got a lot to learn 
about China," sniffed a British Peking- 
watcher, perhaps a bit miffed by recent dis- 
missive press comments about Whitehall 
"sinologists." 

Instead, the governor seemed likely to 
hear a replay of the fulminations about his 
"unilateral" proposals, the "chaos" they 
invite and the "obstacles" they will create 
to Hongkong's "smooth transition" to com- 
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munist rule. Patten's re- 
sponse, diplomats pre- 
dicted, would determine 
which "senior leader" he 
was allowed to meet at the 
end of his visit. 

Before the visit began, 
Patten risked being fobbed 
off with a figurehead like 
ex-foreign minister Wu 
Xueqian, which would sig- 
nal to both Hongkong and 
London that Peking 
deemed him beneath seri- 
ous notice. If he was ap- 
propriately conciliatory to- 
wards Lu — enough so to 
discount himself in Hong- 
kong eyes as a democracy 


DIPLOMACY 


The first 
emperor 


The historic first visit by a Japanese 
emperor to China scheduled for 23-28 
October marks yet another tricky 
turning point in relations between the 
two often adversarial neighbours. For 
China, Emperor Akihito's visit can be 
read as a de facto acceptance that Pe- 
king has received Tokyo's political im- 
primatur, while for Japan the visit may 
be viewed as China's willingness to for- 
mally lay to rest the official memory of 
war 


The visit's timing is crucial. China, 
on the eve of a momentous genera- 
tional leadership change, is poised to 
take on a more assertive military and 
political presence in regional affairs. 
Japan, on the other hand, is seeking to 
erase the stigma of World War II and 
transcend its Cold War status as client 
and pupil of the US in order to 
assume a regional leadership role 
as a fully independent and sovereign 
state. 

While Akihito's trip is ostensibly in- 
tended to commemorate the 20th anni- 


versary of the normalisation of diplo- 
matic relations between the two coun- me: 
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"rewarded" by an audience with someone 
like Premier Li Peng. 

Li, however, took care even before the 
visit to register his disapproval of Patten. 
Bridling at the governor's comment that 
Hongkong would be handed over in 1997 
with "the richest dowry since Cleopatra," 
Li retorted that in 150 
years of colonial occupa- 
tion, Britain plundered far 
= more from the colony than 
it ever put into it. 

Peking's propaganda 
machine, both in Hong- 
kong and in China, is ex- 

to stress anti-impe- 
rialist themes heavily in 
the next few weeks. On 21 
October, the day after 
Patten arrived in Peking, 
Hongkong's pro-Peking 
Wen Hui Pao newspaper 
came out with a special 
supplement denouncing 
Patten's proposals and the 
British record in the 
colony. " 





tries in 1972, a Japanese government of- 
ficial said the broader purpose is part of 
Tokyo's "consistent and sustained effort 
to put behind us the troubles rooted in 
the last war." 

For an occasion that is almost purely 
symbolic, both the Japanese and inter- 
national media have, fo focused on 
whether the emperor will issue an 
apology for the war, and on the precise 
verbal formula chosen by the officials 
drafting his remarks. Japanese officials, 
however, insist that the Chinese Gov- 
ernment has made no demands con- 
cerning the emperor's remarks: "Their 
majesties are not going to China to 
apologise." 

For Peking, the visit is also intended 
to demonstrate China's full rehabilita- 
tion from the international pariah status 
it incurred after the 1989 Tiananmen 
massacre. 

To China's new party leaders, the 

prospect of a sudden deterioration in 
relations with the US that could follow 
the defeat of President George Bush 
by Bill Clinton in the 3 November US 
elections has - further urgency 
to the task of. improving ties with 
jopar te 





| visit by the emperor 
cou well” lead a Clinton administra- 
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Cathay Pacific puts business travellers in space. Swire 
Group 







Offering more space 
than ever, Cathay Pacific 
now introduces new Marco 
Polo Business Class seating 
with an extra two inches of 
legroom on all aircraft. And 
also on all 747s, you'll find a 
new, redesigned seat featuring 
a convenient swivel table and 
fully extendable legrest for long 
distance comfort. What's more, 
we've dedicated the upper deck of 
all our 747s exclusively to Marco 
Wi Polo Business Class and made it 
smoke-free. Enhancing the space and 
comfort of our cabin is yet another way 
in which Cathay Pacific helps business 


travellers arrive in better shape. 


Arrive in better shape. 
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secret shoppers 


Central Asia eyed amid Soviet nuclear squeeze 


By Hamish McDonald in New Delhi 


ver since the Soviet Union broke up 
last year, one of the nightmare sce- 


narios frequently drawn by Indian 
strategists has centred on the diversion of 
the nuclear weapons and material stored 
in the Central Asian republics into the 
hands of volatile Islamic states to India's 
west. 

Yet, according to well-placed diplo- 
matic sources, India itself has been scout- 
ing around Central Asia for supplies of 
enriched uranium. Recently, it made an 
approach to one republic — probably 
Kazakhstan, though the sources did not 
name it — and was rebuffed. Other ap- 
proaches are likely to be made, and not 
only to the Soviet Union's successor states. 
The former Soviet nuclear installations are 
widely dispersed and offer potential alter- 
native supplies, either directly or through 
intermediaries such as Iran. 

The covert search for nuclear fuel in 
Central Asia is one sign of tightening inter- 
national pressure on New Delhi to sign the 
Nuclear Non-Proliferation Treaty (NPT) and 
agree to the monitoring of all its nuclear 
plants by the Vienna-based International 
Atomic Energy Agency (IAEA). In high- 
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level meetings this year with the US, Rus- 
sia, France, Germany, Britain and Japan, 
India has been urged to sign the t treaty. 
This pressure is likely to be maintained by 
all of India’s trade and investment part- 
ners. 

The most critical development for India 
has been a policy shift by the French and 
the Russians, previously the most flexible 
among suppliers of nuclear material and 
technology. Both countries have decided 
that “full-scope safeguards” must apply to 
all future supply agreements. France 
changed its position as a result of its deci- 
sion last year to join the NPT. In the case of 
Moscow, the change came through a de- 
cree issued by President Boris Yeltsin in 
March. 

Full-scope safeguards mean that the re- 
cipient of nuclear supplies must agree to 
IAEA inspection and monitoring of all its 
nuclear installations to see that there is no 
diversion towards weapons production. 
Previously, the Soviet Union and France 
had required safeguards applying only to 
the particular power stations or fabricating 
plants using the materials supplied. 

India has a high level of nuclear au- 
tonomy because it mostly has locally de- 
signed reactors which use natural (non-en- 


MALAYSIA 


Almost a 


walkover 


It was hardly an election race that could 
have seriously worried a veteran politi- 
cian like Malaysian Indian Congress (MIC) 
leader Datuk Seri S. Samy Vellu. Chal- 
lenged by two relatively lightweight 
party leaders, Samy Vellu easily won an- 
other three-year term as party president 
on 17 October, securing over 96% of the 
34,815 votes cast. 

The MIC belongs to Prime Minister 
Datuk Seri Mahathir Mohamad's ruling 
National Front government. Ethnic-In- 
dians comprise about 10% of Malaysia's 
18 million population and Samy Vellu, 
who has led the party for more than 10 
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riched) uranium as fuel. These are not sub- 
ject to international controls, and through 
reprocessing of their spent fuel rods are 
thought to provide plutonium for a covert 
atom-bomb programme. However, the In- 
dian nuclear power system does have 
points of dependency and this is where 
pressure is being applied through the Rus- 
sian and French decisions. 

One pressure point is the Tarapur 
atomic power station near Bombay, com- 
missioned in 1969. This has the first power 
reactors built in India. It has two 160 MW 
units supplied by the US company General 
Electric which use imported enriched ura- 
nium as fuel and ordinary water as mod- 
erator and coolant. Under a 1963 tripartite 
agreement between the US, India and the 
IAEA, this plant is covered by safeguards. 

In the late 1970s, following India's ex- 
plosion of a nuclear device in 1974 and 
then US president Jimmy Carter's adop- 
tion of tighter safeguards policies, the US 
withdrew from its arrangement to supply 
enriched uranium for Tarapur over the 
plant's expected 30-year operating life. 

France stepped in with a long-term 
agreement, based on the original tripartite 
controls. The French agreement expires 
next year, with just one more shipment of 
enriched uranium to arrive — enough to 
keep Tarapur operating until 1995. India's 
Atomic Energy Commission thinks 
Tarapur's life can be extended until 2005. If 
so, the Indians would face a 10-vear fuel 
supply gap. 

Another pressure point could be India's 
shortage of heavy water. This is required 
as moderator/coolant for another of its 


years, commands intense loyalty from In- 
dian estate workers and the urban poor. 
As energy, telecommunications and posts 
minister, he is also the highest ranking 
Indian minister in Mahathir's cabinet. 

Anything less than a two-thirds vic- 
tory for Samy Vellu would have set the 
stage for a leadership struggle in the 
party. This is because of the controversy 
which erupted earlier this year over his 
alleged involvement in the misappropria- 
tion of 9 million shares in the privatised 
Telekom Malaysia national telecommuni- 
cations company. 

Analysts say that Samy Vellu's near- 
unanimous triumph in the face of this ma- 
jor scandal — potentially the most dam- 
aging since he became party chief in 1981 
— also reflects party outrage against "out- 
siders" who first leaked the Telekom 
shares row to the press. Such outsiders 
are said to include parliamentary opposi- 
tion leader Lim Kit Siang and the editors 
of local Tamil-language newspapers op- 
posed to Samy Vellu. 
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| Ely power plants, the Canadian-built | 


natural uranium Candu reactors in 
Rajasthan. After the 1974 explosion, the 
Canadians cut off supplies and Moscow 
has been providing heavy water under 
plant-level safeguards. 

In addition to the Rajasthan plant, all 
India's subsequent nuclear power stations 
have used locally made derivatives of the 
Candu reactors that require large amounts 
of heavy water. India has its own produc- 
tion, but shortfalls throughout the 1980s 
forced it to twice import heavy water from 
Norway through dummy deals, according 
to the Norwegian Government. If this do- 


mestic shortage continues, the new Russian | 
| heavily emphasised the theme of develop- 
| ing rural areas in his government policy 


insistence on full-scope safeguards could 
hurt. 

India's one possible escape from the 
Tarapur dilemma is the technique of using 
mixed-oxide (MOX) fuel, a blending of the 
plutonium oxide produced by reprocess- 
ing the waste from its heavy-water reac- 
tors with natural or depleted uranium. 
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Back to grassroots 


New premier stresses rural development 


By Paul Handley in Bangkok 


fter three decidedly Bangkok- 
focused governments, Thailand's 
rural poor might finally get some 

attention. True to his roots deep in the Thai 
south, new Prime Minister Chuan Leekpai 











statement, delivered before parliament on 
21 October. 
The theme of building services and 


| creating more jobs in rural areas ran 


ment, as did decentralising 


According to the Atomic Energy Commis- | 
sion chairman P. K. Iyengar, India has the | 


capability to make MOx fuel pellets for 
Tarapur. 
However, this is a much more expen- 


| past three years, as the dif- 


sive fuel than enriched uranium, threaten- | 


ing higher electricity costs for Bombay. 
Nor can a plant like Tarapur be run com- 


| Bangkok and rural Thailand 


pletely on MOX fuel, as the greater levels of | 
radiation from plutonium would require | 


heavier structural protection. About 70% 
of the pellets in each fuel rod would still 
have to be based on enriched uranium, 
which may explain the overtures in Cen- 


. sue such high priority. 


tral Asia. " 
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strongly through the state- 


power and government ad- 
ministration. It is a theme 
that has become increas- 
ingly prominent over the 


ferences in incomes and liv- 
ing standards between 


have grown more pro- 
nounced. But until Chuan, 
no leader had given the is- 


As a policy statement, 
though, Chuan's speech 
was not as forthcoming as 
had been hoped. And it did 
not make firm commit- 
ments on the most conten- 
tious issues the government is expected to 
face. 

Chuan had been expected to spell out 
clearly his plans for rehabilitating the mili- 
tary, which has been under general public 
assault since May, when troops opened fire 
on pro-democracy demonstrators. In recent 
statements, the current military leaders 
have seemed to accept the need to trim and 
reform the armed forces. Despite this, 
Chuan only undertook to make modest 
changes. "The government will improve 
the military structure to achieve a compact 
size but one that still remains strong," he 
said in the speech. 

Chuan's coalition government has 
placed rural development at the core of its 
economic policy. The solution to Greater 
Bangkok's horrendous communications 
and human congestion problems, Chuan 
stated, was to build infrastructure that will 
attract people and job-creating businesses 
away from the capital. 

In that sense, the statement bears the 
stamp of former government planner Savit 
Bhotivihok, now a minister in the prime 
minister's office. As a former head of the 
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Chuan: avoided issues. 


massive Eastern Seaboard Development 
e, Savit has long championed 


infrastructure-led development to help ru- 


ral areas. 

Chuan's statement called for more gov- 
ernment and private-sector investment in 
rural communications and utilities and in 
industrial estates to help industry move 
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away from Bangkok. It called for a stronger _ 


effort to build up infrastructure for the — 


Eastern Seaboard and for the largely plan- 


tation-and-tourism based economy of | 


southern Thailand. A road linking the . 


of Thailand was. pin- © 
pointed. 


when he called for acceler- 
ated land reform, a hobby- 
horse of his Democrat 


promote the issuing of 


timates are that more than | 
10 million Thais live on and | 
till land without any own- - 


ment will set a budget to 
reform 640,000 hectares of 
land a year. 


Chuan also got specific 


Party. The government will - 
land-rights documents, | 


even to farmers settled on - 
government land. Some es- - 


ership rights. The es 


Andaman Sea and the Gulf 


Another key focus of | 


Chuan's statement was greater empower- 
ment of rural people and local govern- 
ments. The policy calls for dispersing ad- 
ministrative power in various areas, such 
as health, education and government ad- 


ministration, to regional, provincial and — 


district officials. 

The government has also committed it- 
self to promoting elections of local admin- 
istrative officials at various levels. Cur- 
rently, most of them are chosen from the 
Bangkok-centred bureaucratic hierarchy. 
That could be one of the more difficult 
promises to follow through. Proposals for 
elections of local officials have always been 
resisted by politicians and bureaucrats anx- 
ious to protect their local power bases. 

Economists warn that the new govern- 
ment's proposals may be expensive. Most 


costly will be the additions to rural infra- 


structure. Savit said the new government 
expects to boost the Baht 550 billion 
(US$21.8 billion) budget set by the Anand 
government for the fiscal year beginning 1 
October by Baht 20 billion, but added that 
the government could still maintain a bal- 
anced budget. w 
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CHINA 


Olympics overture 

Peking says it is willing to 
share the 2000 Olympic Games 
with Taipei if it succeeds in 
winning the right to host the 
games. Chinese Sports 
Minister Wu Shaozu said in 
Peking on 18 October that 
China would not object to one 
or two events taking place in 
Taiwan. But, he said, two 
conditions would have to be 
settled for the joint 
organisation of the games: 
Taiwan must make a formal 
proposal to the International 
Olympic Committee, which 
must give its approval. The 
host city for the 2000 Olympic 
Games will be decided by the 
committee in September 1993. 








Sharing the Olympics. 


CAMBODIA 

UN stand on polls 

In a resolution passed 
unanimously on 13 October, 
the UN Security Council 
reasserted plans for a May 
1993 election in Cambodia and 
demanded that the Khmer 
Rouge immediately carry out 
its obligations under the Paris 
peace accord to disarm and 
admit UN officials to Khmer 
Rouge-controlled areas in 
order that they can register 
voters. The resolution calls on 
the UN secretary-general to 
report on Khmer Rouge 
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compliance with the demand 
by 15 November, at which 
time the Security Council will 
consider what “further steps 
are necessary.” 


VIETNAM 
Border talks with China 


Vietnam and China “achieved 
results” in their first round of 
talks on territorial disputes 
which ended on 17 October, 
China’s official news agency 
reported. Experts from the two 
countries discussed differences 
over their land border and 
potentially oil-rich areas in the 
Gulf of Tonkin and the South 
China Sea. A second round of 
talks is to be held in Hanoi, 
but dates have not been set. 


Hunt for servicemen 
Vietnam has begun a 
nationwide search of its 
archives for documents and 
photographs related to 
American servicemen missing 
in the Vietnam War and will 
turn over its findings to 
Washington, wg US 
presidential envoy Gen. John 
Vessey told journalists on 19 
October at the end of a three- 
day visit to Hanoi. This new 
agreement meets 
Washington's long-standing 
demand for greater access to 
Vietnamese military files. 
Washington says the question 
of 2,000 servicemen missing in 
Indochina remains an obstacle 
to its normalisation of ties 
with Hanoi. 


SOUTH KOREA 


Dissident stands alone 


The ruling Democratic Liberal 
Party's (DLP) former co- 
chairman Park Tae Joon, who 
left the party on 9 October 
following deep differences 
with the leadership, has 
refused to join a rival group 
organised by DLP dissidents. 
Park's departure set off a 
series of other defections. The 
likelihood of his joining a 
breakaway group had 
threatened to unravel the DLP, 
now controlled by party 
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MAINS EO OW 


US B-52 wreckage in Hanoi: hunt for MIAs. 


presidential candidate Kim 
Young Sam. Park's decision to 
remain independent, however, 
has not deterred other 
defectors headed by former 
DLP national committee 
chairman Chae Mun Shik 
from going ahead with plans 
to field former prime minister 
Kang Young Hoon against 
Kim in the mid-December 
presidential election. 


TAIWAN 


Finance minister picked 


The government has 
appointed Bai Pei-ying, 
chairman of the International 
Commercial Bank of China, as 
Taiwan's new finance minister 
to replace Wang Chien-shien 
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who resigned on 7 October 
over a much-criticised 
proposal to change the land 
tax system. Bai has held a 
succession of government 
finance posts, including 
chairman of the Securities and 
Exchange Commission. 


Congress hot line 


For the first time since 1949, 
the Kuomintang's Central 
News Agency opened a news 
link to China during the 
communist party’s 14th 
Congress. Reports were sent 
from Peking to Taipei via a 
shortwave relay station in 
Taoyuan. Published versions 
were then transmitted back to 
Peking and distributed to the 
several dozen Taiwan 
reporters covering the 
Congress, as well as to the 
Xinhua newsagency and 
government offices. 


INDIA 


Bhopal victims’ cash 


India’s Supreme Court on 16 
October cleared the way for 
payment of compensation to 
the victims and bereaved of 
the 1984 poisonous gas leak 
from the Union Carbide plant 
at Bhopal, in which nearly 
4,000 people died and many 
more were crippled. The court 
approved the transfer of 
US$470 million paid by the 
company to a welfare 
commissioner who will 
dispense the funds. 
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Past imperfect 


ongkong's Governor Chris 
Patten continues to heap praise 
on his predecessor, Lord Wilson, 
saying he had distinguished 
himself during his five years in office. 

Yet Patten is not only undoing some of 
Wilson's main handiwork, he is ridiculing 
some of his predecessor's actions. And, at 
every turn, he is finding that his attempts 
to increase democracy within Hongkong 
are being hampered by people whom 
Wilson had appointed to office. 

Wilson emphasised the need for bal- 
ance. As a result, after the 1991 elections — 
which saw the liberals sweep the bulk of 
the 18 directly elected seats on offer — 
Wilson exercised the governor's preroga- 
tive and appointed 18 people to the Legis- 
lative Council (Legco), most of whom were 
politically conservative. This he did in the 
name of "balance." 

When the United Democrats, who had 
won 12 of the 18 directly elected seats, 
asked to be appointed to the Executive 
Council (Exco), the government's highest 
advisory body, Wilson responded that all 
parts of the legislature — both appointed 
and elected members — should be repre- 
sented in Exco. He then went on to ap- 
point several of his own appointees in 
Legco to Exco, as well as some elected 
members, while carefully leaving the 
United Democrats out in the cold. 

Patten has condemned the practice of 
placing appointed members of Legco in 
Exco, saying that such a "double appoint- 
ment" system was unjustifiable. He has 
also taken the unprecedented step of 
throwing out of Exco all Wilson's appoint- 
ees from Legco. 

As for the need for “balance” in the leg- 
islature, Patten has shown that there, too, 
he is different from Wilson. When leaders 
of the pro-China grouping, the Democratic 
Alliance for the Betterment of Hongkong, 
complained to Patten about the lack of pro- 
Peking representatives in the legislature, 
the governor responded by asking if they 
were advocating a system in which losers 
in an election would be given seats. 

One of the steps taken by Patten in an 
attempt to entrench democracy was the 
abolition of all appointed members to the 
local councils known as district boards. 
Until now, a third of all members were 
government appointees. Surprisingly, per- 
haps, the move was opposed by many dis- 
trict board chairmen, some of whom had 
been appointed by Wilson. 

Another Patten proposal, the creation of 
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By Frank Ching 


functional constituencies where every 
working person would have a vote, has 
also come under strong criticism from 
former Wilson appointees. One of them, 
James Tien, a former appointed legislative 
councillor, took Patten to task during a tele- 
vision interview. 

Tien upbraided the governor by saying 
that, in the tourism functional constituency: 
“It is the hotel owners or managers who 
should have a vote" and "not every single 
bellboy, waiter, cleaner or chef." In the 
banking industry, Tien said: “It is clear that 
the decision made by a bank director is 
quite different from that made by a bank 
teller. Is it not true that the expertise we 
want is that of the banker and not the bank 
teller?” 

Patten stood his 
ground, saying the differ- 
ence between a bank 
company chairman and a 
bank teller “is . . . in my 
experience [that] most 
bank chairmen get paid 
rather more than most 
bank tellers.” 

Previous governors 
had been accused of 
appointing “yes men” 
into the legislature to de- 
fend the government. 
Wilson had strongly de- 
nied such charges, assert- 
ing that efforts were 
made to appoint “inde- 
pendent minded people” 





Patten s 
freedom to act 
is constrained 


to come up with people who could pro- 
vide "a greater diversity of views and a 
closer scrutiny of the work of the govern- 
ment." By contrast, the first round of indi- 
rect elections had thrown up such people 
in abundance — notably the lawyer Mar- 
tin Lee and the teacher Szeto Wah, who 
would go on to become founders of the 
liberal United Democrats of Hongkong 


grouping. 


While he is clearly different from his | 


predecessors, Patten's freedom to act is 
constrained by decisions made by previ- 
ous British and Hongkong officials. How- 
ever, when asked if he dissociated himself 
from previous actions by the British and 
Hongkong governments — actions fre- 
quently characterised as 
deceitful — Patten as- 
serted that he not only 
did not dissociate himself 
from previous British ac- 
tions, he also would not 
accept the characterisa- 
tion of such actions as de- 
ceitful. 

Yet the record ap- 


missioned by the Hong- 
kong Government to jus- 
tify not holding direct 
elections in 1988 were 
characterised by the sec- 
retary-general of Gallup 
International, which car- 
ried out a study commis- 


who would speak up in EE sioned by the REVIEW, as 
the interests of the peo- by decisions “seriously flawed” and 
ple, woh a of the gov- made der ie E 
ernment. by e government's 
Yet, in his opening ; Survey Office decided 
address to the legislature revious not to count a signature 


in 1988, in commenting 
on the presence of a 
handful of indirectly 
elected legislators who 
had just finished their 
first term, Wilson said: 
“One by-product of this 
changing scene is more 
lively public debate . . . 
During the last session it was clear that 
wider membership of the council has 
brought with it a greater diversity of views 
and a closer scrutiny of the work of the 
government." 

In saying this, Wilson conceded — per- 
haps unwittingly — that the appointment 
system of the last 100 years or so had failed 
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campaign in favour of 
direct elections that bore 
some 250,000 signatures, 
yet it counted all 70,000 
form letters sent in by 
those opposed to direct 
elections as submissions. 

The government's 
and Wilson's credibility 
never recovered from that blow. If Patten 
is to garner the public support for his pro- 
posals that he will need, he should recon- 
sider his position regarding a discredited 


past. LÀ 
Frank Ching is the Review's Arts & Society 
Editor. 
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NEW ZEALAND 


Making amends 


Fishing deal seeks to restore Maori rights 


By Colin James i in n Wellington 


o many in the crowd, the scene in 

{ Wellington's parliamentary banquet 

hall one evening in late September 

was like a second signing of the Treaty of 

Waitangi, the 1840 pact under which the 

leaders of New Zealand's indigenous 

Maori community conceded sovereignty 

over their islands to Queen Victoria in re- 

turn for a guarantee of land and fishing 
rights. 

More than 50 tribal chiefs had gathered 
to give their individual and solemn assent 
to an agreement which the government 
hopes will pave the way to a settlement of 
historic inter-racial grievances. But this 
time sovereignty was not the issue. Instead, 
the ceremony was designed to give the 
Maori a 50% stake in the nation's biggest 
inshore fishing company. 

Bidding for control of a fishing com- 
pany may seem an unlikely way to achieve 
inter-racial harmony. But both the govern- 
ment and the chiefs feel the bid for Sealord 
Products Ltd may be the fastest way to sort 
out the tangle of conflicting property 
claims that have arisen during more than a 
century of systematic encroachment by the 
European community. 


Tricky 
treaty 


. Each morning, around 12,500 New Zea- 
land children under five years old attend 
kohanga reo, or "language nests," where 

. they are taught only in Maori. Some later 
go on to primary schools, where they are 
taught in Maori until the age of eight 
when teaching becomes bilingual. 

Maori secondary schools are also 
slowly being developed, while in one 
university Maori students can write the 
examination answers in their own lan- 


guage. 

This strengthening of the role of the 
Maori language represents the effort to 
reach a new equality between the races. 
In the 1960s, the Maori language was 

Close to extinction; now it has semiofficial 

- Status and can be used in parliament and 
. the courts. In addition, the government 
subsidises Maori-language radio stations 


"This sets the founda- 
tion for both our peoples 
to work together," said 
Koro Wetere, former min- 
ister of Maori affairs 
whose initiatives in the 
mid-1980s opened the 
way to redress old grie- 
vances. Wetere's deep 
knowledge of the Maori 
community and cham- 
pioning of the Maori 
cause is widely respected, 
so his words carried 
weight. "Every New Zea- 
lander can feel justly 
proud that we have taken 
these steps." 

A lasting racial accom- 
modation is critical to the 
country's social stability. 
The Maori, a steadily in- 
creasing minority group who already ac- 
count for 12% of New Zealand's 3.4 mil- 
lion people, have shown during the past 
two decades that absorption into the main- 
stream European culture is no longer pos- 
sible. 

Protest marches, forcible occupation of 
disputed land and clashes with police 


and television programmes. 

Such programmes aimed at em- 
powering the Maori reflect their position 
as something resembling an urban 
underclass. They also recognise the 
claims of the Maori as equal signatories 
with the British Government to the 1840 
Treaty of Waitangi that still serves as the 
legal basis of the relationship between 
New Zealand's native people and the 
state. 

In 1988, the Appeal Court laid down 
that the treaty established a "partner- 
ship" between the government and the 
Maori. But until 10 years ago there was 
little talk or evidence of such a partner- 
ship. Ranginui Walker, professor of 
Maori studies at Auckland University 
and a strong advocate of treaty rights, 
now sees some evidence of partnership 
in the emergence of Maori health cen- 
tres, in the bureaucracy's increasing ac- 
knowledgement of Maori cultural values 
and in sport. 

Still, there are limits. For example, a 
Maori claim that radio frequencies 
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Graham: no new deals. 


marked the 1970s and early 1980s as 
young Maori rejected the passive attitudes 
of their elders. More important, in the early 
1980s the Labour Party was induced to 
include in its party platform a programme 
of examining and redressing Maori grie- 
vances. 

This pledge, since endorsed by the 
ruling National Party 
government, was design- 
ed to redress what most 
New Zealanders now see 
as the systematic viola- 
tion of Maori rights en- 
shrined in the Treaty of 
Waitangi. Under the 
treaty, Maori chiefs were 
supposed to retain con- 
trol over their land, fish- 
ing grounds, forests, vil- 
lages and taonga, loosely 
translated as “treasures,” 
in addition to being given 
full rights as citizens of 
the British Empire. 

The colonial govern- 
ment and the courts 
almost immediately rele- 
gated the treaty to irrele- 
vance and, by aggressive 
purchase and a variety of 
other devices, had divested the Maori of 
all but 5% of their land by 1912. Many of 
these devices are now acknowledged by 
all leading politicians, and much of the 
public, as an abuse of power that should 
be redressed. 

The establishment in 1975, and rein- 
forcement in 1985, of a Waitangi Tribunal 


should at least be shared as a taonga, or 
treasure, to be shared by the two races - 
was rejected. So was a plea for a parallel - 
system of administration of justice for 
minor offences, such as that permitted to 
some native Americans in the US. 

Partnership, in the eyes of the au- 
thorities, does not appear to include shar- 
ing power or permitting the Maori sepa- 
rate control over their own affairs. At the 
local level, a requirement that councils 
appoint Maori advisory committees has 
yielded little practical results. 

At the national level, proposals that 
there should be two parliaments, one 
Maori and one of the rest, with equal 
powers — or at least a second Maori 
chamber charged with ensuring govern- 
ment acts conform to the treaty — have 
also been 

However, some senior ministers, in- 
cluding Prime Minister Jim Bolger, do fa- 
vour a Senate that would include a pro- 
portion of seats reserved for the Maori. 
Such a measure will be the subject of a 
referendum next year. m Colin James 
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to review grievances and incorporate the 
original treaty into New Zealand's legal 
system has ended active Maori protests. 
But the tribunal is only able to make rec- 
ommendations. Actual progress depends 
on the outcome of negotiations between 
the Maori and the government, which have 
already dragged on for years without 
reaching a conclusion. 

Stemming from the tribunal system, the 
Sealord deal offers the possibility of a tan- 
gible result. The deal involves the govern- 
ment granting the Maori NZ$150 million 
(US$81.5 million) to bid for a half-share of 
Sealord in a joint venture with Brierley In- 
vestments, New Zealand's largest invest- 
ment company. Sealord's present owner, 
Carter Holt Harvey (CHH), says it wants 
between NZ$325 million and NZ$375 mil- 
lion for the company. 

The deal is not guaranteed to succeed. 
A rival consortium, headed by Royal 
Greenland Fisheries, a Danish company, is 
also bidding. But there are two reasons for 
expecting success. One is the immense 
social and political pressure on CHH which 
would make rejection of the Maori/ 
Brierley bid deeply unpopular. The second 
is that Brierley is already a 16% share- 
holder in CHH through a joint venture with 
International Paper of the US. While 
Brierley has had to avoid direct involve- 
ment in CHH during the bidding process, 


its wishes will carry some weight. 

If the bid succeeds, the Maori interests, 
organised in a Treaty of Waitangi Fisheries 
Commission, are expected eventually to 
buy Brierley out. Full ownership of Sealord 
would give the commission 26% of the to- 
tal commercial inshore fishing quota, 
which would increase to 43% when com- 
bined with quotas held by other Maori in- 
terests. The government hopes the Maori 
would eventually be able to acquire at least 
a 50% share of the inshore fishing quota — 
the target set in negotiations between the 
Maori and the government. 

These negotiations follow a High Court 
decision in 1987 to accept a Maori chal- 
lenge to the introduction of a tradable 
quota system which conflicts with tradi- 
tional Maori fishing rights. Until the sys- 
tem was introduced, Maori property rights 
over fishing grounds were technically un- 
touched, though the bulk of commercial 
fishing was carried out by non-Maori in- 
terests. 

In addition to addressing the quota 
problem, the government's deal with the 
Maori also involves legislation to be 
drafted by end-December to protect Maori 
non-commercial food gathering for tribal 
purposes. This right is loosely guaranteed 
under existing legislation, but was ignored 
until a change of heart by the courts in 
1986. 


One problem with the deal is that some 
small Maori tribes have objected to the can- 
cellation of traditional fishing rights. 
Ranginui Walker, a Maori rights activist for 
20 years and now associate professor of 
Maori Studies at Auckland University, 
claims the deal is a "quick fix" foisted on 
the tribes by a few chiefs — much as the 
original Waitangi treaty was signed for 
“blankets and guns." Walker told the 
REVIEW the correct solution to the fisheries 
dispute would be to transfer all fishing re- 
sources to the Maori to be managed on 
behalf of the whole country. 

The objections of individual tribes 
carry weight because the Maori recognise 
no central authority that could accept the 
deal on behalf of the entire community. 
Some objectors have taken their cases to 
the Waitangi Tribunal. Two small tribes, 
and 11 sub-groups of larger tribes, are 
also challenging the deal in the courts on 
the basis that the extinction of their tra- 
ditional rights breaches the Bill of Rights 
Act. 

These cases could still overturn the deal, 
but even if that happens the agreement will 
represent a breakthrough in relations 
between the government and the Maori. 
"Suppose the bid fails? At least you would 
have shown that it is possible to come to 
an arrangement [not just with a single 
party but] with a proliferation of parties," 
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said Tipene O'Regan, chairman of the 
existing Maori Fisheries Commission. "I 
think that has to be a big plus." 

Minister of Justice Doug Graham, the 
chief government negotiator in the fisher- 
ies deal, told the REVIEW: "It was evident 
that the government and Maori could sit 
down together on a major issue and try 
and resolve it quickly." Wetere added that 
it also showed a new maturity in relations 
between the races. "What we have 
achieved is to get disputes out of the courts 
and into the political process." 

Nevertheless, there are worries as to 
what would happen if Sealord fails to 
perform profitably or, worse, collapses 
altogether. In Canada, fishing rights set- 
tlements with the indigenous Inuit com- 
munity came back to haunt the govern- 
ment after business ventures failed and the 
Inuit resuscitated their original claims. 
Chief negotiator Doug Graham says there 
is no question of a new deal if the same 
thing happens in New Zealand. 

“We'll make sure they can't come back 
and try again,” Graham told the REVIEW. 
“We won't have a guarantee that they will 
always be fishing. What we can do is to try 
and ensure that they have an opportunity 
to exercise their right." 

The other limitation of the Sealord deal 
is that it can hardly be used as a model for 
settling Maori claims to onshore property 


rights. Two major claims 
in the North Island by the 
Tainui and Taranaki 
tribes involve vast areas 
of now rich agricultural 
land confiscated from 
"rebels" in wars precipi- 
tated by the colonial gov- 
ernment in the 1850s and 
1860s. 

Another big claim by 
the Ngai Tahu tribe cov- 
ers about 10% of South 
Island. Graham agrees 
that even if the Maori 
“concede great percent- 
ages” of their claims in 
those three cases, “what 
we can afford to do will 
still run very short.” This 
again raises the risk of re- 
newed claims by a future 
generation. 

Even if the government had funds to 
spare, a straightforward deal such as the 
Sealord case is not an option for the land 
claims as most of the more than 100 claims 
are related to specific sites of a single tribe. 
At issue is also mana, the tribes’ sense of 
dignity or standing, which, to the Maori, is 
closely related to a permanent relationship 
with the land. 

In the 1840s and 1850s, when they still 








retained their traditional 
rights, the Maori took 
readily to the capitalist 
economy. They adapted 
their agricultural and fish 
harvesting skills to culti- 
vate food for the Europe- 
ans in the small towns of 
the new colony. Even 
Auckland was dependent 
for some time on food 
supplies provided by the 
Maori. But with the loss 
of their land and fisheries, 
the Maori also lost the 
economic base from 
which they developed 
those skills. 

Maori leaders now ar- 
gue that without the res- 
toration of mana, the 
Maori will never be full 
citizens. At present, the Maori are less edu- 
cated, in poorer health, more likely to be 
unemployed and far more numerous in 
prison than the rest of the population. 

Finding a way of redressing these im- 
balances is a much greater challenge even 
than settling disputes over land and other 
resources grievances, though those settle- 
ments are regarded by many observers as 
a precondition to generally improving the 
Maori performance. LI 
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Coping with 
the critics 


Common stand sought 
on human rights 





By Michael Vatikiotis in Kuala Lumpur 


hen European Community for- 
W eign ministers meet their Asean 

counterparts in Manila at the end 
of October, it might help if they have heard 
of EHD. The acronym, coined by a Singa- 
pore diplomat, stands for environment, 
human rights and democracy, three policy 
areas that Asean countries feel have been 
im upon them by the West since the 
end of the Cold War, and to which they 
are now being forced to react. 

The 30-31 October meeting is important, 
Asean diplomats say, because it will be the 
last chance to iron out obstacles to the new 
EC-Asean trade and cooperation agree- 
ment due to be signed next year. In May 
1991 in Luxembourg, Asean ministers 
clashed with their European counterparts 
who mooted the inclusion of a human 
rights clause in the new agreement. 

If anything, Europe's position has hard- 
ened since then with Portugal's insistence 
that no agreement can be signed until it is 
satisfied by Indonesia's respect of human 
rights in East Timor. Now there are calls 
from within Asean for a common position. 

On environmental issues, Asean has a 
good track record of unanimity. Asean en- 
vironment ministers have met regularly 
since 1984, and the region gave a good ac- 
count of itself at the Earth Summit in Rio 
de Janeiro in June. But analysts believe that 
agreement is needed on how to tackle hu- 
man rights and democracy. 

Up till now, the trend has been for indi- 
vidual Asean countries to scold the West 
for trying to impose models of democracy 
and human rights considered unsuitable in 
an Asian context. Often, these criticisms 
highlight inconsistencies in the West. “We 
see differences in the practice of democ- 
racy even among those who are preaching 
democracy to us. There cannot possibly be 
the only one high priest to interpret it," 
Malaysian Foreign Minister Datuk 
Abdullah Badawi told the Asia Society in 
New York in September. 

Some in Asean believe that confronta- 
tion with the West is the best way to tackle 
the issue. "The argument between Asean 
and the West is not on a level plaving field. 
The West is vastly more powerful. We 
must speak out strongly to address and 





correct this global imbalance," a Singapore 
official told the First Asean Congress, held 
to mark Asean's 25th anniversary in Kuala 
Lumpur in mid-October. 

Not everyone agrees. Faced with a bur- 
geoning middle class that aspires to more 
participation in government, some intellec- 
tuals in the region are beginning to ques- 
tion the Asian tradition of giving primacy 
of collective values over individual rights. 
Rustam Sani, from the Institute of Strategic 
and International Studies in Malaysia, ar- 
gues that while collective values contribute 
to the stability of Asean's plural societies, 
the suppression of individual expression 
may hinder the region's educational and 
technological development. 
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small steps 


Pakistan, US ease 


nuclear tensions 








the nuclear hook on which its rela- 
tions with the US have been im- 
paled for the past two years. Both coun- 
tries have made small but significant policy 
adjustments designed to ease the tension 
caused by disagreement over Pakistan's 
suspected nuclear weapons programme 
and the consequent ban of US military and 
civil aid to Islamabad under the Pressler 
Amendment. 

Islamabad has long seen the US as un- 
fairly picking on Pakistan over nuclear 
non-proliferation while ignoring neigh- 
bouring India, though New Delhi has re- 
fused to sign the Nuclear Non-Prolifera- 
tion Treaty. But in an amendment to its 
1961 Foreign Aid Act on 6 October the US 


P akistan may be starting to get off 





_ Congress lumped Pakistan, China and In- 


Jusuf Wanandi of the Centre for Strate- 
gic and International Studies (CSIS) in Ja- — 
. Nicholas Platt said that Islamabad and 


karta says it is important for Asean to dis- 
cuss human rights on two planes; "not only 
to be involved in the formulation of a new 
world order in which human rights will be 
dominant, but also to improve ... efforts 


dia together on the nuclear and ballistic 
missiles issue. The Pressler restrictions are 
no longer specific to Pakistan. 

Echoing this in Peshawar two days 
later, outgoing US ambassador to Pakistan 


Washington have agreed to look at nuclear 


| affairs in a regional context. But, analysts 


to understand and to implement human | 


rights in accordance with the state of [each 
country's] political development." 

To this end, the CSIS, together with as- 
sociate institutes grouped under the Asean 
Institutes of Strategic and International 
Studies, has proposed that Asean set up its 
own regional human rights commission. 

There are signs that Asean is respond- 
ing more flexibly to EHD in its own 
backyard. Singapore Foreign Minister 
Wong Kan Seng has advocated a "pro-ac- 
tive" policy over Burma — where a repres- 
sive military regime holds power. Malay- 
sian Prime Minister Datuk Seri Mahathir 
Mohamad insists that Burma should 
change its ways "not only economically but 


politically. We cannot accept that kind of | 
approach to governing a country." Asean | 


foreign ministers made their position clear 
to their Burmese counterpart during the 


UN General Assembly in September. It - 


may prove a useful experience when they 


meet with EC ministers in Manila. H 
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say it is too early to say what concessions 
either side would make on the prolifera- 
tion issue. 

The US arms sales ban has been in ef- 
fect since October 1990 when President 
George Bush failed to provide certification, 
as required by the Pressler Amendment, 
that Pakistan did not possess and was not 
planning to acquire nuclear weapons. The 
Pressler Amendment also affects new com- 
mitments of civil aid, though such aid will 
not dry up completely until 1995. 

Pakistan has offered to sign any non- 
proliferation treaty which is also signed by 
India. But New Delhi has argued that its 
programme is peaceful and that a nuclear 
disarmament regime must apply globally 
without any exceptions. Further, since 
China is a full-blown nuclear power, India 
said it could not address the non-prolifera- 
tion issue in the Indo-Pakistani context 
alone. 

According to a study by the Stockholm 
International Peace Research Institute 
(SIPRI), India could have produced about 
290 kilogrammes of weapons-grade pluto- 
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nium by the end of 1991. This could grow 
to 400 kilogrammes in 1995, allowing India 
to produce about 65 nuclear bombs. SIPRI 
estimates that Pakistan could have pro- 
duced 100-200 kg of weapons-grade en- 
riched uranium by 1991, enough to build 
6-13 atomic bombs. 

The 1991 date is important, because of 
two declarations made by Pakistan Foreign 
Secretary Shahryar Khan during his visit 
to Washington in February this year. 
Shahryar Khan admitted for the first time 
that Pakistan had nuclear-weapons 
capability, but added that it had frozen its 
nuclear programme at the level of October 
1989, when it was still some way off from 
producing a nuclear device. The statement 
was evidently meant as a response to the 
US demand that Pakistan must roll back 
its programme to the level of 1989. 

Analysts say the US seems to have ac- 
cepted Shahryar Khan's assurance: after his 
visit, the State Department pushed for a 
new interpretation of the Pressler restric- 
tions on arms sales to Pakistan. Under this 
re-interpretation, the ban does not apply to 
the commercial sale of military equipment 
but only to concessional sales contracts be- 
tween the two governments. 

The next notable development was US 
Assistant Secretary of State for Defence 
James Lilley’s visit to South Asia. In New 


Delhi, Lilley met Defence Minister Sharad 


Pawar and military chiefs 
before going on to Pakistan 
in late September to meet 
President Ghulam Ishaq 
Khan and senior military 
leaders. Lilley was the first 
high-ranking US official to 
visit the region since 
Shahryar Khan's February 
visit to Washington. 

The fact that Lilley had 
reversed the normal order 
of visits by US officials and 
visited India first is seen as 
a sign of change in the US 
stance. Pakistani analysts 
say that, over the issue of 
nuclear programmes and 
missiles, Washington now 
sees the initiative as resting with New 
Delhi. This, they claim, is why Lilley 
thought it necessary to talk to the Indians 
first. 

Lilley's trip was one of a series of recip- 
rocal visits by senior Pakistani and US offi- 
cials and military leaders. Perhaps signifi- 
cantly, his visit came at a time when the 
arms-hungry Pakistani military has begun 
looking for alternative suppliers. French 
Defence Minister Pierre Joxe was in Islama- 
bad in September to discuss the possible 
sale of Mirage 2000 fighters as well as sub- 
marines to Pakistan. 








Platt: regional agreement. 


& The Chinese, too, have 

F approached Pakistan over 

g the possible sale of subma- 

|: rines. These were not good 

£ signs for the US arms in- 
dustry, of which Pakistan 
had been an old customer. 
Lilley’s visit was heralded 
by a declaration by John 
Blackton, the resident di- 
rector of the US aid mission 
in Pakistan, that there 
would be some modifica- 
tions to the Pressler restric- 
tions. 

Blackton was proved 
right. On 6 October, Con- 
gress passed two minor 
waivers to allow limited 

US aid to Pakistan. One permitted the 
president to extend funds for programmes 
run by non-governmental organisations. 
The second waiver allowed him to grant 
assistance in 1993 under the PL480 com- 
modities assistance programme. 

But, in the opinion of Pakistani analysts, 
the most significant part of the latest 
amendment is the provision that the US 
president should report to Congress on the 
nuclear and missiles programmes of China, 
India and Pakistan. This is the first time 
Congress has made such a stipulation 
about China and India. a 
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DYNASTY CLUB. THE HOTEL WITHIN A HOTEL. 


In Hong Kong, travelling 
executives enjoy a host of 
privileges and advantages 
on Dynasty Club floors. 

Privileges such as com- 
plimentary breakfasts. 
Evening cocktails in the 
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UUR WORKPLACE 


We're committed to keeping it clean 
and quiet. 

As the world’s second most successful 
commercial aircraft manufacturer, our entire 
family of Airbus aircraft spend a great deal 
of time in the skies of the world serving over 
100 airlines and operators carrying hundreds 
of millions of passengers. 


So we take very seriously our 
responsibility for keeping our skies as 
environmentally pure as humanly possible. 

After all, like you, we like to look at a 
beautiful sky, but we have to 
work there as well. 








A view of Hongkong's less-than-fragrant harbour. 
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Passing the muck 


Asia starts to confront environmental degradation 


ongkong has long been known 
for a sewage problem that gives 
an unwanted dimension to the 
colony's Chinese name, "fragrant 
harbour." Each day 1.5 million cubic me- 
tres of untreated sewage and industrial 
waste overwhelm storm drains or are 
dumped directly into the harbour. 

The problem is so acute that even on the 
nearby less-developed and sparsely popu- 
lated Lantau Island, the mud is contami- 
nated. Organisers of an annual mud olym- 
piad had to spray disinfectant on the play- 
ing area this year to prevent a repeat of the 
199] event when several participants fell ill 
from exposure to raw sewage. 

Hongkong's newly appointed Governor 
Chris Patten said, in a 7 October policy 
speech, that in the remaining five years be- 
fore Hongkong reverts to Chinese sover- 


eignty, his government would spend HK$7.3 billion (US$936 mil- 
lion) to redirect the refuse. Some HK$3 billion of this will come 
from the government's capital investment fund and is earmarked 
for the first stage of a dormant HK$17.8 billion plan for a sewer 
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By Jonathan Karp in Hongkong 


Asia's environmental problems 
have, until recently, largely been 
ignored by governments which 
were more interested in 
encouraging growth. This has 
started to change as the people of 
some Asian countries begin to put 
pressure on their governments to 
do something about pollution. A 7 
October policy speech by 
Hongkong's new Governor Chris 
Patten expressed a view that has 
been adopted by several Asian 
governments — even if sometimes 
in sentiment only — when he 
declared: "The muck stops here." 


REVIEW 


network connected, in phase two, to an un- 
derwater pipe which will dump the waste 
35 kilometres south of Hongkong in the 
South China Sea. 

And setting the stage for a broader use 
of the "polluter pays" principle, Patten pro- 
posed levies on households and industry 
to help finance the sewer scheme. Environ- 
mental groups lauded this step but felt the 
governor passed on too much — indeed, 
the bulk — of the project to the post-1997 
Chinese administration, which could have 
different spending priorities. Should the 
Chinese forego construction of the under- 
water pipeline, the waste would spill right 
back into Victoria harbour — from brand 
new sewer pipes instead of storm drains. 

The sewage problem and belated action 
to solve it underscore the environmental 
bind in which Hongkong finds itself. 


Breakneck development and inadequate infrastructure invest- 
ment over the years caused many ills. Now the convergence of 
ambitious, mammoth infrastructure projects strain government 
funds to correct these past mistakes while posing a host of new 
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. threats. The Port and Airport Development 
Strategy (PADS), which sucks up 25% of 
public spending in 1992, will literally 
change the shape of Hongkong by flatten- 
ing two islands, connecting another to the 
mainland and reclaiming tremendous 
amounts of land from the sea. 

While this construction has conse- 
quences for air quality and noise pollution, 
the effects on Hongkong's waters offer case 
studies of the successes and failures of the 
colony's recent environment policy. “Plan- 
ning in the past was more colouring by 
numbers to the map that was produced by 
development," says Robert Law, deputy 
director of the Environmental Protection 
Department (EPD). "In Hongkong, most of 
our difficulties have not actually been with 
the private sector. They've mainly been with other government 
departments . . . that want to develop and maximise revenue for 
the land." 

To be sure, industry has consistently opposed tightening regu- 
lations, but Law's point on bureaucratic infighting was brought to 
light in August when thousands of dead fish washed ashore after 
reclamation work was carried out despite the EPD's warning it 
could result in a "fish kill." 

Under time pressure to meet commitments to both the airport 
and container ship terminal projects, the Works Branch gave the 
green light for Stonecutters Island to be joined to the West 
Kowloon mainland just weeks before a sewage treatment plant 
went on stream. This created an embayment that could not be 
flushed by natural currents, and fish were deprived of oxygen in 
the sewage-clogged water. 

Because of the concentration of infrastructure work in the West 
Kowloon area, where a highway and rail line for the new airport 
will be built, the EPD has since stationed officials at the site to blow 
the whistle on contractors and act immediately to prevent further 
mistakes. 

Environmental groups feel such monitoring has come too late. 
And since there are so many contractors working in the same 
area, the EPD will have trouble assigning blame for specific cases 
of water pollution or other environmental damage. Even if it could 
find the culprit, it has little legal recourse since there are no puni- 
tive clauses in the contracts. 

Law says the EPD has been able to exert its influence over the 
new airport project by forcing through, for instance, tougher and 
more costly regulations on contaminated mud disposal. In June, 
contractors were served notice of the EPD's determination when 
Universal Dockyard Ltd was fined HK$200,000 for illegal dump- 
ing, a record sum in the colony, but hardly prohibitive. 

Yet PADS highlights the continued vulnerability of the EPD and 
the early stage in the evolution of Hongkong's environmental 
policy. The Erp is devising legislation to strengthen the process of 
analysing environmental impact. Patten has endorsed the depart- 
ment's call to make the environmental impact assessment (EIA) 
process more thorough and transparent. The governor stated that 
all projects, not just major works, would have to conduct EIAs. But 
PADS is already in motion. Some projects will proceed before the 
results of EIAs are known or despite the EPD's recommendations. 

For Hongkong's marine environment, the news is not all bad. 
Sure, to complete PADS, some 300 million cubic metres of sand 
will have to be reclaimed from the sea, a project so massive that 
large portions of the European and US dredging fleets have been 
called in. No one knows the full environmental impact on the 
mari-culture in terms of sedimentation pollution and the agitation 
of toxins in the mud, partly because Hongkong’s marine life has 
never been comprehensively studied. 

But environmentalists are encouraged by recent government 
decisions to de-gazette one prime borrow area of Mirs Bay east of 


Container terminal work led to 'fish kill.' 
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Hongkong and subsequently consider 
mitigating measures on dredging in two 
other areas. “Mirs Bay is one of the last 
remaining natural coral habitats in Hong- 
kong. This decision was great news,” says 
Friends of the Earth director Peter Illig, no 
fan of the government. Illig's group and 
the World Wide Fund for Nature (wwr) in 
Hongkong spearheaded a letter-writing 
campaign that drew attention to the threat 
in Mirs Bay and, in part, forced a more 
detailed study. 

The 400-page study concluded that 
dredging on the scale needed for the 
colony's major infrastructure projects 
would cause significant damage to the 
marine life, according to its author, Gregor 
Hodgson of Binnie Consultants. The 
government's civil engineering department, which oversees the 
dredging operations, accepted the findings to the chagrin of 
officials nervous about keeping PADS landfill operations on 
track. 

Since the Mirs Bay case, which involved conservation and pol- 
lution issues, some government officials have adopted a new spirit 
of consultation with green groups. The civil engineering depart- 
ment called in the WWF to sound out proposals for dredging in a 
different area. “This is unprecedented. The government is adopt- 
ing a new attitude," said one marine life expert. 

Such improvement is grudging and incremental, and there are 
other areas, like the development of country park lands, lack of 
recycling programmes and poor environmental enforcement, 
where the government is still under siege by environmentalists. 
Patten has signalled good intentions, but it will take more than a 
one man show to produce an environmental — excuse the pun — 
sea change. E 
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MALAYSIA 


Plenty of laws. 
but little action 


By Michael Vatikiotis 


alaysia's high profile at the Earth Summit in Rio de Ja- 

neiro — not to mention its role in fashioning the agenda 

— has stimulated more awareness of domestic 
environmental concerns, but environmental lobbyists say that in- 
herent institutional weaknesses and lack of political commitment 
still hampers rigorous control of environmental abuse. 

Malaysia was among the first of the Asean countries to legis- 
late on the environment. In fact, some of the legal instruments 
predate independence — the Town and Country Planning Act 
and Land Conservation Act were introduced while the country 
was still under British rule. Subsequently, the Malaysian Govern- 
ment passed the Environmental Quality Act in 1974. In all, Malay- 
sia has more than 30 pieces of legislation regulating the environ- 
ment on the statute books. 

But environmentalists point out that institutional obstacles have 
hampered the implementation of legal checks on environmental 
abuse. The principle problem lies in the relationship between the 
federal authorities and the state governments, says Gurmit Singh 
of the Environmental Protection Society of Malaysia. 

Under Malaysia's federal constitution, most matters affecting 
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land development come under the jurisdiction of state govern- 
ments. Much of the environmental legislation is only passed at the 


federal level. “This means that state governments can ignore the 


legislation, and the federal government can claim it cannot be 
implemented without the cooperation of the state governments,” 
said Singh. 

One example is the Land Conservation Act, which predates 
independence. The act states that hilly land prone to erosion can- 
not be developed without the approval of an official known as the 
conservator of lands. But as development of slopes around the 


crowded Klang Valley proceeded apace from the 1970s, there was | 


no evidence that the act was being adhered to properly, environ- 
mentalists say. Nor is it clear whether the government has ap- 
pointed a conservator of lands. 

One solution advocated by environmental groups in Malaysia 
is for all environmental resources to be brought under federal 
control. “It has been realised that environmental problems are 
best solved at the ground level,” says Singh. 

Another problem Malaysia shares in common with other coun- 
tries in the region is that the Department of Environment (DOE) 
lacks clout and manpower. In the heavily forested states of Sabah 
and Sarawak, for example, DOE personnel are thinly spread and 
hard-pressed to monitor environmental abuse. Within the govern- 
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ment hierarchy, the Economic Planning Unit's arguments for a | 


particular project on development grounds, frequently drowns 
out objections from the DOE. 

This means that environmental 
impact assessments (EIAs), required 
by law for all projects since 1987, are 
hard to act upon. Because of the 
DOE's relative political impotence, 
“there is an unwillingness on the 
part of project owners to comply 
with EIAs,” said one environmental- 
ist. “They are always using the po- 
litical system to obtain exemption. 
There is no transparency in the pro- 
cess, therefore it is subject to abuse,” 
he added. 

Recently Deputy Science, Tech- 
nology and Environment Minister 
Peter Chin Fah Kui warned that 
companies which exceed the per- 
missible levels of pollution will have 
their licences withdrawn. According 
to Chin, the penalties and fines for 
industrial pollution are too small — a maximum of M$5,000 
(US$2,000). 


Environmental groups are calling for the EIA process to be | 


beefed up. One way, they suggest, is to privatise the unit respon- 
sible for conducting assessements; perhaps by encouraging more 
consultancy, and increasing staff allocations — at present only a 
dozen or so personnel at the DOE. 

Shortly before the Earth Summit last June, the Malaysian Gov- 
ernment launched an initiative for “The Greening of the World.” 


Stung by international criticism of its forest conservation policies, | 


and eager to be seen offering viable and prescriptive solutions to 
the problems it was taking to the Earth Summit, the initiative 


pledged that Malaysia would “maintain a minimum 50% level of | 


forest and tree cover in perpetuity." 

Some environmentalists question the juxtaposition of tree and 
forest cover, as the planting of palm oil trees — classified as "tree 
cover" — is at the expense of primary tropical forest. 


Prime Minister Datuk Seri Mahathir Mohamad recently told | 


an environmental conference in Kuala Lumpur that Malaysia 


would not blindly accept Western environmental standards. But | 
he spoke of striking a balance. “There is no boundary to the envi- | 
, that at least a year of data collection is required to even begin 


ronment. What we do will affect not only us, but our neighbours 
and the rest of the world. But we will do it our way." a 
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Seoul rarely enforces its environment laws. 
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KOREA 


Development 
comes first 


By Yuchol Nam in Seoul 


nvironment Ministry officials breathed a sigh of relief when 

this year’s rainy season ended without a man-made natural 

disaster. Last year, a tragic landslide near Seoul over- 
whelmed a nearby community. It was set off by heavy rains, 
but the cause was traced to poor environmental planning at a 
local golf course. The developer and the Environment Ministry 
were subsequently discovered to have improperly carried out an 
environmental impact assessment (EIA) statement for the site. 

Environmentalists say the ministry was indeed lucky this year, 
as the EIA system, first introduced in 1982, was never intended to 
work as an effective monitoring tool. “Laws and regulations are 
all there,” says Shin Chang Hyun, director of the independent 
Environment Policy Research Institute in Seoul. “But the govern- 
ment will to enforce them is simply 
missing.” 

Shin's scepticism is shared by a 
growing number of South Koreans. 
They feel that EIA requirements are 
abused to justify aggressive property 
and industrial development, despite 
the fact that the number of projects 
examined by the ministry rose to 210 
last year from four in 1982. 

On paper, South Korea's environ- 
mental protection laws are impres- 
sive. Fifteen types of projects, from 
urban to energy development, are 
required to file EIA statements. De- 
velopers must then consult with the 
Environment Ministry before begin- 
ning construction. 

Unfortunately, the ministry has 
no authority to take any further ac- 
tion after being consulted. The only 
power the ministry has is to suggest to other relevant ministries 
that environmentally friendly changes be made to the developer's 
project plans. In practice, this rarely happens. 

Such impotence does not seem to bother Environment Minis- 
try officials at all. “We are placed in a very difficult and awkard 
position within the government," says Cho Byung Hwan, an as- 
sistant environment minister. "It is very hard to win over deve- 
lopment ministries such as the Ministry of Construction." 

Still, the ministry is usually the one blamed when an environ- 
mental mishap occurs, in part because the local media chases the 
causes of accidents only down to the Environment Ministry, leav- 
ing the other ministries alone. "It is not right to heap all of the 
blame on the ministry when it has no authority," Shin says. 

Part of the problem that the ministry could correct, say envi- 
ronmentalists, is the time and money spent on environmental 
impact statements. “Most EIA reports are prepared in an insuffi- 
ciently short period of time," says Kim Kwi Gon, an environmen- 
tal planning professor at Seoul University. 

According to Kim, a recent survey showed that among the 277 
EIA reports filed from 1982 to October 1989, 65% were completed 
in less than six months, and 96% in less than a year. Experts say 
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drawing up an EIA. 
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Medicines must be 


effective. 


Our responsibility is to 


minimise 
the side-effects. 










Even the most effective 
new medicines are of 
no use if there are un- 
acceptable side-effects 
and risks. In the early 
experimental testing 
phase, certain ques- 
tions are repeatedly 
asked. Does the sub- 
stance have short or 
long term toxic effects? 
Could it cause cell pro- 
liferation? Can it cause 
deformity? Might it 
damage the genetic 
make-up? 

We therefore devote 
vast sums of money 
and a great deal of 
time to producing a 
new medicine. It often 
takes ten years or lon- 


with Responsibility. 





ger. But however long it 
takes, we believe it is 
time well spent. For 
only a safe and effec- 
tive medicine is a good 
medicine. 


We would be happy to 
provide more informa- 
tion upon request. 
Please write to: 

Bayer AG, Public Rela- 
tions Department (KV), 
W-5090 Leverkusen FRG. 
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When the city of New 
you don't take it lightly. The 


How to dispose of 15 million cubic meters o 
laws will make it tougher for the city to dispose o 
international firms, all experts in environmental technology, 
submitted their bids for removal and treatment of the sewage. 

New York decided on a bid from Cologne in Germany's largest 
federal state, Nordrhein-Westfalen or NRW. In the heart of NRW is a 
machine and facility construction company that boasts some of the best 
environmental technology in the world. KHD-Humbold-Wedag AG is 


. now supplying 53 "Centripress" waste water treatment machines to 





New York, and they have more bids in the works for neighboring 
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communities and states. 








Our climate is right NRW is host to scores of 
for development 
is technology centers like KHD. 
NRW also has some of the strict- 





est environmental protection 





end ud laws in the world. So it's only 


York makes a request 
ad an infrastructure problem. 


ludge annually. In 1992, new environmental 


vaste. Thirty-eight 





iatural NRW should develop 4 d 


Ye world's finest environmental protection technology. NRW would like to 
ring that technology to Asia. To find out how NRW, Germany and you, can 
eelp keep Southeast Asia blossoming and growing, call the Gesellschaft Fuer 
Virtschaftsfoerderung (GFW) Singapore Office (0065)33 60 008, FAX (0065) 33 


9 938, or NRW Japan K.K. 81 (3) 5210 2300, FAX 81 (3) 5210 2800. 
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Moreover, a Seoul University professor who sits on the Envi- 
ronment Ministry's review committee charges that “over 90% of 
EIA reports obviously employ manufactured or borrowed data." 
Since there is no need for expertise or accuracy, a price war has 
ensued among the 84 licensed EIA agents — to the point that low 
fees reveal the shoddiness of their work, say critics. 

Environmentalists and other public interest groups cannot air 
their grievances with the EIA system because there is little room 
for the public to be heard, charges Kim. Government officials 
counter that it would be almost impossible to hold public hear- 
ings at the planning stage without contributing to another ill 
afflicting the nation — chronic real-estate speculation. 

But the cosmetic EIA review process is under assault. As the 
government prepares to invest heavily in a clutch of infrastructure 
projects, so too are environmental activists and local citizens 
groups preparing to protest for a rigorous EIA review process. 

More than 10 pressure groups, for example, recently formed 
an alliance to block the construction of Seoul's proposed interna- 





Asia's richest. 


but also dirtiest 


By George Wehrfritz in Taipei 


ommerce is what it's all about in Tai- 
C wan: making and spending money. 

Since 1984 per capita income has tri- 
pled and consumer spending has risen an- 
nually by more than 11%, with everyone 
convinced that its 6% growth rate will con- 
tinue forever. But the by-product of these 
boom years, is environmental degradation 
of historic proportions. Taiwan may be 
Asia's richest dragon, but the once-pristine 
island is also the region's dirtiest. 

"Ninety-nine percent of the people in 
Taiwan favour unfettered economic 
growth," says Jay Fang, director of Earth 
Day, Taiwan. "They will accept anything 
that makes them money, even in their own 
backyard." 

And the average yard has gotten pretty grimy. Taiwan's popu- 
lace numbers 20.6 million, or about 571 persons per square kilo- 
metre, which ranks the island second behind Bangladesh in popu- 
lation density worldwide. But boasting a per capita GNP which 
exceeds US$10,000, the Taiwanese are hardly peasants. Although 
the crowding may seem Third World, lifestyles on par with the 
industrialised West have produced strains on Taiwan's environ- 
ment unheard of in agrarian societies. 

The number of vehicles vying for space on Taiwan's limited 
roadways has doubled since 1981, reaching 3.3 million automo- 
biles and 9.2 million motorcycles last year. This translates to 349 
motor vehicles per square kilometre, which according to Taiwan's 
Environmental Protection Administration (EPA), is the second- 
highest concentration in Asia behind Singapore. 

Last year Taiwanese households produced 19,833 metric tonnes 
of refuse daily, or about 1 kilogramme per person. For greater 
Taipei's 6 million citizens, per capita output was three times 
greater. 

According to EPA figures, 93% of this refuse is dumped in 
Taiwan's 130 landfills, few of which meet international standards. 
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Taiwan favours unfettered growth. 


PRENNE SA EUR VIRI ET Vere ee RR I 
tional airport. The airport is to be built on reclaimed land around 
some small islands near the port of Inchon. 

"From an environmental point of view, its just a terrible idea to 
build a huge airport on reclaimed land," says Kim Chung Wook, 
a Seoul University professor who is leading the anti-airport alli- 
ance. Water fowl and marine life around the islands will be de- 
stroyed, he claims, rejecting the government-prepared environ- 
mental impact statement as “full of inconsistent facts." 

Lee Sang Choo, the Transportation Ministry official in charge 
of the airport project, says that "environmental activists have to 
understand the language of priorities, as well as the costs and 
benefits [of the new airport]. There is no way to pursue the 
development we need while leaving the environment wholly in- 
tact." 

With only about 30 environmental activist groups nationwide, 
the South Korean Government can afford to dismiss their con- 
cerns with a wave of the hand. But public interest in the environ- 
ment is growing faster than the economy these days. n" 


Taiwan's US$300 billion Six Year National Development Plan calls 
for 21 new incinerators by 1996. However, funding problems have 
slowed many of these projects. 

Taiwan's waterways have suffered serious damage from inad- 
equate sewage and waste water treatment. Of the combined length 
of Taiwan's 21 major rivers, EPA figures reveal that 30.6% is either 
moderately or heavily polluted. Industry produces 54% of Tai- 
wan's liquid effluence, the rest consists equally of household and 
livestock waste water, mostly from Taiwan's 10 million pigs. 

On average, Taiwan's air was rated unhealthy or very un- 

healthy 61 times in 1991. In Sanchung, the 
industrial heart of Taipei county, air qual- 
ity dipped below safe levels on 209 days 
. last year. 
In February, Taiwan lawmakers 
strengthened noise pollution regulations 
and passed rules governing settlement of 
environmental disputes. Changes to the Air 
Pollution Control Act passed in 1992 raise 
maximum fines for violations from 
US$2,400 to US$40,000 — or US$120,000 in 
cases where hazardous emissions are not 
reported to EPA officials. The new rules also 
allow the EPA to shut down companies 
which fail to meet air quality standards. 

In May, the EPA ordered the closure of 
Nantze Electronics Co., Taiwan's fifth-lar- 
gest manufacturer of printed circuit boards, 
after toxic smoke from waste material burned by company agents 
forced evacuation of two nearby elementary schools. The firm 
remained closed for four days and paid US$40,000 in fines. 

However, environmentalists say the Nantze shutdown was an 
exception, not the rule. With only 238 inspectors, critics say the 
EPA is forced to focus on high profile cases, while enforcement of 
existing legislation remains piecemeal. While they laud EPA moves 
against polluters, environmentalists believe the agency has been 
kept weak by a government worried that higher environmental 
standards could inhibit economic growth. 

In May, Kaohsiung residents blockaded a Chinese Petroleum 
facility alleged to have leaked toxic fumes. The demonstration 
ended with a clash between residents and riot police resulting in 
the arrest of seven protesters. The EPA did find pollution, but no 
evidence linking it to the plant. The government says such pro- 


tests are irrational, and usually the result of local politicians bent 


on extorting money from industry. 

Environmentalists, however, say the protests make sense. They 
believe policy inconsistencies have lowered the EPA's credibility 
and undermined trust in government, creating a niche for grass- 
roots action. * 
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We bring you 
the brightest energy of all. 








While we're best known at Sanyo for consumer electronics, we place real importance on making 
products that protect the earth's environment as well. That's why we became a solar technology leader, 
bringing the first amorphous silicon cells to market in 1980. Even then, we knew the sun could solve our energy 
and environmental problems in one brilliant moment. Now, we've proposed Project GENESIS, **Global Energy 
Network Equipped with Solar Cells and International Superconductor Grids.” With it, large solar power 
generators across just 4% of the earth would link with superconductor grids to satisfy all our energy 
needs by early next century. At Sanyo, these are glowing examples of what solar power can do. 

But with the sun's clean energy, they're only a glimmer of brighter ideas to come. 


fa 2 ih |) aaa 

eoe Ui V IA d y i} 
i y Mi | 

SA Ww E ne 





COT ln 
£4 NA, EFIve With. 
52 SANYO Electric, Japan 





THAILAND 


New rules, but 
old attitudes 


By Paul Handley in Bangkok 
l lation has been lauded around the 
world for being sweeping and pro- 
gressive. But, as it turns out, this is part of 
the problem. The new approach is so ad- 
vanced that the country's sleepy, much-ig- 
nored 17-year-old environment agency has 
not yet got the manpower or the skills to 
work with these new tools. 

On 4 June the new legislation, under the 
umbrella of the National Environment Act, 
came into force, with immense implications 
for industry and society. It offers appreci- 
ably attractive carrots as well as large sticks 
for industry to get in line with both exist- 
ing and future environmental standards. 

The tools include powers to set emis- 
sions standards and enforce them, with fines of as much as Baht 2 
million (US$79,000); incentives, such as investment-related sup- 
ports for polluters to clean up their act; and funds for supporting 
cleanups and conservation. 

In charge of getting these new tools together is Bunyaraks 
Ninsananda, a career government economic planner, who recently 
became the deputy secretary-general of the newly established Of- 
fice of Environmental Policy and Planning. 

This office is one of three new departments set up within the 
Ministry of Science, Technology and Environment (MOSTE), suc- 
ceeding the old National Environment Board (NEB) which had not 
been attached to any ministry. The other two new departments 
cover information and pollution control. 


hailand's new environmental legis- 





Water treatment model in Phuket. 


Bunyaraks insists the new setup is not going to make the new | 
JAPAN 


NEC shows 


mandate and begin dealing with a large and diverse set of envi- | 
ronmental problems, before the momentum that created the new | 
act fades. "The issues confronting us are so grave, and the re- | 


Offices in MOSTE fearsome superagencies. "Our main task," he said 
of the planning office, "is survival." With overlapping responsi- 
bilities for environmental issues spread throughout the bureau- 
cracy, the planning office, staffed mostly by bureaucrats from the 
former NEB, has to move fast to establish itself as a motivating and 
coordinating agency for the job at hand. 

He says the office has to be quickly shaped to accept its new 


sources we have are few," said Bunyaraks. 
For one, the environment bureaucracy has never had a plan 


before, or even a planning bureau. In the past the NEB’s efforts | 


were on technical issues, like collecting data and setting official 


standards. But even that work was not done to a timetable, or | 
| manufactured goods. Vein industries treat and recycle the waste 
these, Bunyaraks pointed out, it could hardly hope to get a budget | 
for the work, or coordinate with other government departments. 


with enough frequency, or with long-term goals in mind. Without 


Bunyaraks says a revitalised agency will have short and long- 
term goals and a regular budget to help achieve them. In the near 
future, the planning office will request environmental assessments 
from around the country, especially for water pollution. It is also 
setting up regional environmental centres to disseminate informa- 
tion about environmental destruction and protection. 

In taking action, the new planning and policy office has to 
bring together agencies in the ministries of Industry, Interior and 
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Public Health, who have greater powers themselves in these ar- 
eas. The role of the planning office for them is “a new window to 
the cabinet." If those agencies are ignored, or shunted aside by 
their own ministries, they can make use of the empowerment 
given the planning office and its enforcement section to get their 
job done. 

In a draft work-plan, the planning office has outlined seven 
major target areas: water and air pollution, hazardous waste, hu- 
man waste, soil destruction, natural resource destruction and dam- 
age being done to the aesthetic natural environment. 

Bunyaraks says the immediate work target is to begin dealing 
with water pollution. The planning office's 
approach is to help communities to clean 
up themselves. The major tool the office 
will use in this task is a renewable envi- 
ronment fund of Baht 5 billion. 

As an example, much of the original 
money was quickly allocated to the sea- 
side resorts of Phuket and Pattaya to in- 
vest in water treatment facilities. Accord- 
ing to Bunyaraks, this will be repeated 
around the country. 

A total national cleanup, Bunyaraks 
said, could cost Baht 70 billion. Communi- 
ties and other government agencies will 
also be providing funds, but his office has 
to get more money to shore up the fund. 
International aid sources, including the 
World Bank and Japan's Overseas Eco- 
nomic Cooperation Fund, are being approached to help. 

Even though in the short term the government is leading and 
funding the cleanup, further down the road it is clear that the 
National Environment Act, which is based on the principle of 
polluter pays, will kick in. And the "stick" of the new act is 
tougher penalties and greater powers for the new planning office 
to take action. 

No one believes that MOSTE’s environmental tsars and enforc- 
ers in the Industry and Interior ministries will turn around now 
and begin hitting polluters heavily. But with communities being 
educated and assisted in helping themselves deal with their pe 
lems, industry cannot afford to stand aside. 





the way 


By Bob Johnstone in Tokyo 


ashiro Tsuji, president of NEC Environmental Engineering, 
likens industries to arteries and veins. Artery industries 
extract and process raw materials, then turn them into 


that artery industries generate. 

"In our bodies, arteries and veins are equally important," Tsuji 
says. Whereas in commerce, by contrast, "almost all industries are 
arteries — there are very few veins." Henceforth, he believes, the 
number of vein industries must increase to compensate for the 
activities of artery industries. 

What form will the vein industries of the future take? NEC 
Environmental Engineering could serve as a model. The com- 
pany was founded as a subsidiary of computer and communica- 
tions giant NEC Corp. back in 1973. The same year saw the for- 
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Nearly half of the world's rain 
forest is gone, and another forty hectares vanish 
with every passing minute ~ 





We know that the forests 
and woodlands of the developing 
world are under threat. But it's not 
just because of logging and 
ranching. 

The biggest threat is man 
himself. As human population 
continues to grow, good 
agricultural land is taken for roads, 
factories, dwellings. 

And land not fit for farming 
is cleared to make good the loss. 

Where mineral fertilizers are 
used efficiently and correctly, 
however, crop yield is greatly 
improved. Much more can be 
grown on less soil. 

The more we adopt these 
modern plant nutrients on existing 
agricultural land, the less need 
there will be to clear natural forest 
or to farm terrain that is unfit for 
cultivation. 

Hydro is the leading 
producer of quality fertilizers, with 
operations covering the globe. 
And as a leader we have an 
important commitment: To provide 
the products and expertise that 
help meet the world's needs, while 
taking care to safeguard its future. 


Norsk Hydro a.s lox 


Bygdøy allé 2 
N-0240 Oslo HYDRO 


Norway 
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mation of NEC's Pollution Protection Research Laboratories, re- 


named in 1980 as the Resources and Environment Protection 
Laboratories. 
NEC was always way ahead of the rest of Japanese industry in 


recognising the importance of environmental issues. It was also | 


ahead of the Japanese Government, whose Environmental Protec- 
tion Agency was not set up in until 1971. 

Back in those days, the most serious pollution problem facing 
Japan was water contamination by heavy metals like chromium, 
m and zinc. Since many companies used these metals to 
plate their products, the problem was widespread. In the most 
notorious instance, it was mercury in waste water that poisoned 
thousands of people in the southern Japanese town of Minamata. 

Existing methods of removing heavy metals from waste water 
were ineffective. The tiny metal particles were hard to separate, 
and even when separated, prone to redissolve. 

During the 1960s, Tsuji had developed a precipitation tech- 
nique for the production of high-quality ferrite, a magnetic mate- 
rial out of which NEC made components for telephone system 
equipment. It occurred to him that this technique could be adapted 
to precipitate the heavy metals out of waste water. 

Tsujií's idea worked. The tiny metal particles bonded to the 
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CHINA 


Policy reform 


when it suits 


By Sandy Hendry in Peking 


eking is increasingly referring to its environmental protec- 
P tion policy as having "Chinese characteristics," an ominous 
tag usually used to dilute reform-blocking aspects of so- 
cialism. Similarly "environmental protection with Chinese charac- 
teristics" gives priority to areas where the interests of double-digit 


| growth coincide with those of the environment. 





Foreign analysts concede further economic reforms may attack 
the wastefulness of state planning, but they are concerned that 


, proper long-term values be attached to natural resources and 


much larger ferrite particles to form a precipitate that was chemi- _ 
. cally stable, hence did not redissolve in the water. The large parti- 


cles were easy to filter out using magnetic separation. And 
whereas existing methods tended to be specific to a particular 
metal, precipitation could remove several metals simultaneously. 

NEC Environmental Engineering was set up to commercialise 
this technology. The company sold i 
100 large waste water treatment sys- 
tems plus around 500 smaller ones. 

Universities and government labo- 
ratories — places that conduct experi- 
ments with lots of different heavy 
metals — were especially good cus- 
tomers. In addition, the company also 
sold systems to municipal authorities 
for use in treating the water used to 
wash stack gas from incinerators. 

Having succeeded in the develop- 
ment of a waste water treatment sys- 
tem, Tsuji and his engineers turned 
their attention to the problem of how 
to recycle the ferrite by-product that 
the system produced. Over the years, 
Tsuji and his group at NEC Environ- ES 
mental Engineering have developed [jc - 
a slew of applications for the waste Daya Bay nuclear 
material. 

Perhaps the most promising among them is guideways. 
Formed into blocks or tiles, ferrite can be laid down in the form of 
a track. Such tracks have been laid at hundreds of factories be- 
longing to NEC and other companies. Along them travel 

vehicles, wheeled robots that carry parts from one 
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. stage of production to the next. 


Since it does not corrode in wet weather, the material is well 
suited for outdoor applications. For example, All Nippon Air- 


. ways uses ferrite tracks to guide its baggage trains at Tokyo's 


Haneda airport. 

Ferrite markers can also be used to identify roads that cannot 
be seen. For example, in Japan's Northern Alps, roads disappear 
under the snow. Tsuji is currently discussing with local govern- 


ment the possibility of laying ferrite shoulders along the roadside | 


so that snow blowers know where to go. 

Closer at hand is an application which mixes magnetic ferrite 
powder with cement. This would be useful during the construc- 
tion of underground structures, to check the amount and the 
strength of concrete poured. There is currently no way of per- 
forming such checks. w 
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about the ability of China’s jumble of under-funded environment 
organs to meet a market economy’s new regulatory challenges. 

China’s National Environmental Protection Agency (NEPA), 
a 250-staff body that guides pollution control policy and 
spending of the seven industrial ministries, is praised by these 
analysts for its independence and competence — though its power 
is muted by ministries with more power. 

Returning from lobbying devel- 
oped nations at the Rio Summit in 
June, NEPA director Qu Geping 
turned on the “weakness” of China’s 
local environment protection bu- 
reaux, the “problem of leaders’ con- 
sciousness,” and a lack of “concrete 
implementing measures” regarding 
pledged central funding. 

During the eighth Five-Year Plan 
(1991-95), Peking had planned to 
spend Rmb 83 billion (US$15 billion) 
or 0.85% of GNP a year for environ- 
mental protection, but last year it 
provided only 0.7% of GNP. NEPA of- 
ficials have estimated 1.5% is needed 
to halt further degradation. 

Funding has been mainly directed 
to improving the rate of conversion 
of coal to energy, currently 30% in 
China compared to 70% for develop- 
ing countries. A NEPA Official said despite China’s signing of the 
Climate Change Convention in Rio de Janeiro, by the year 2000 
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. coal will still account for around 70% of China's energy needs. 


In August a 10-point action plan responding to the Rio confer- 
ence targeted greater efficiency by gradually freeing the price of 
coal and adopting as standard 300-600 MW power generators. 
Central heating systems replacing coal stoves stabilised coal dust 


, emissions at 13.1 million tonnes last year, NEPA claims, though it 
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still reaches densities five times World Health Organisation stand- 
ards in northern cities. Incentives will be granted for the washing 
of coal to reduce its sulphur content, the plan said. Raw coal 
burning, 80-90% of the total, has caused acid rain as high as pH 
34 in southern China. 

China decided this year to join the revised Montreal Protocol 
and phase out ozone-destroying chemicals by 2010. Although 
China's production of 25,000 tonnes of chlorofluorocarbons (CFCs) 
last year placed it ninth in the world. Demand for CFCs, or its 
substitutes, is expected to almost triple by 1996. 

Apart from supporting these global issues, the World Bank 
this year approved loans for building sewage, central heating and 
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“The world 
was not bequeathed to us by our parents, 
but rather entrusted to us 
by our children.” 


(Massars proverb) 


We know today that our most precious assets, 
water, the air and the earth cannot be taken for granted forever. 
They may be damaged for a long time or even permanently by human hands. 


But this process is not inexorable. 
The men and women of Lyonnaise des Eaux-Dumez share this belief and every day, 
they carry Out tasks that are essential to our environment - cleaning up 
waste water and toxic fumes, and collecting, processing and recycling waste. 
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é os about 32% was treated. 
h ina; s fairly call dd legal regulations i in this field Riu 


S. evolved to local Environmental protection purest (EPB) which 
nd to protect the extensive business interests of the local govern- 
ment organs that supervise and fund them. Western analysts 
loubt NEPA's statistics that portray China's environment as “basi- 
lly stable" in 1991, since they are compiled from EPB monitoring. 
-< Environmental impact assessments in proposals for project con- 
struction are key limits on pollution, but they rarely cover fast 
‘owing township enterprises, which now account for 28% of 
industrial output. For larger projects the assessments often occur 
00 late to influence approval and do not pay enough attention to 
bsequent performance. 

The difficulty in valuing natural resources and local govern- 
ments' impotence was obvious this March when a local township 
'harmaceuticals plant in Zhejiang province was only fined US$740 
__ for dumping waste from a process involving sulphuric and nitric 
|», acids — even though in half a year the plant had inflicted losses 
- worth US$180,000 to local seafood breeders. The breeders eventu- 
_ ally stormed and sabotaged the factory on 15 June to stop it pour- 
. ing out untreated waste. B 
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There's a place in Seoul 
that's minutes from everything, 
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and worlds away from the strains of the city. 


a Like a any dd metropolis, Seoul can be stressful. 
Which is why the Swiss Grand Hotel is the perfect 
place to stay. With our 400 luxurious rooms and 

suites surrounded by beautiful gardens and the 

tranquil mountains of Seoul, exclusive international 


THE Swiss GRAND HOTEL 


26:4, Hongeun-dong, Sühdaimaon-ku. Seoul, Korea. Sas (82.2) 356-5656 
Te KI iet THER cad 


. Swissotel Reservation Wordwide Bepus. Tome 078 HAS $5, 
Switzerland: Toll-free 1551001 Great Britain: Toll-free 0800-898 338. 
Germany: Toll-free 0130 2673 USA/Canada: Chicago, Toll-free 1800 637 9477 
France: Toll-free 0532 5069 Asia: Hong Kong, Te 810.701 
Holland: Toll-free 06-022 40 60 


l Singapore, Toll-free 8008545 













restaurants, efficient business facilities, proximity to 
the airport, fitness center. with: swimming pool, and i 
impeccable service, you'll feel relaxed as soon as 
you arrive. So go ahead and spoil yourself. When 
you. come to Seoul, come to the Swiss Grand Hotel. 


Swissair / HORIS. 
1 Swissair Ticket? Reservation Offices worldwide 


Tokyo, Toll-free O12011 BOB. ee international | Wonawide. 









By Melana Zyla in Washington 

till "irritated," as a senior delegate put it, by the heat it took 
| in Brazil, the US delegation to June’s Earth Summit wrapped 
up business as scheduled and closed its Washington office 
on 30 September. Remaining open, though, is the question 
whether the US got burned in Rio. According to many govern- 
ment officials and environmental economists, the answer is yes. 

Critics say the US' unwillingness to give up protection of do- 
mestic commercial interests prevented progress on international 
agreements about climate change and protection of the diversity 
of biological species. And, they say, hypocritical US demands for 
environmental purity in developing countries led to North-South 
acrimony at the conference. 

Meanwhile, defenders say the stalwart US was unfairly at- 
tacked while other developed countries hid behind it. Other de- 
fenders go one step farther, calling on Asia’s developing countries 
to line up beside the US and share its approach to some environ- 
mental issues. 

self-interest, advocacy of market mechanisms and preoccupa- 
tion with domestic concerns may well set the US apart from glo- 
bal-think in what one government official called the "cosmic 
sphere" of international conferences and agreements on such top- 
. ics as diversity of global species. But, "trying to 
| constrain economies with this kind of fuzzy 
stuff is somewhat misguided," Washington- 
based environmental economist Raymond 
Kopp said. 

Kopp's organisation, Resources for the Fu- 
ture, takes a market approach to environmen- 
tal questions and focuses on assigning a value 
| to the social and future benefit of environmen- 
_ tal protection which can be measured against 
| the cost of that protection. It is not new. But it 
| has been gaining prominence in Washington, 
; even among traditional environmental groups. 
| Kopp said that for the most part rapidly 
developing countries in Asia "care about their 
| air and their water pollution and about domes- 
| tic solutions .. . they may care about the diver- 
| sity of species in their own area, they do not 
care about diversity [worldwide] And global . 
warming, which raises the question of burning | 
fossil fuels and logging, “is pretty much at the — 
| bottom" of this hierarchy, Kopp said. ~~ 
| . He said in his dealings with Asia he talks d 
_ with the bureaucrats who are setting up. US. 
style environmental protection agencies. His 

“view might be different from the [foreign af- — 
fairs staffs] of these countries .. . [but] the US is - 
perceived as willing to help them protect their 
economic growth as well as help with local 
environmental problems," Kopp said. 
| The US Agency for International Develop- 
, ment wants to encourage this perception of the 
| US among Asian countries. But by doing so it 
_ runs the risk of drawing the same criticism for 
i 
i 





| being. patronising that it drew in Rio. Over the . 
| next five years, US Aid will take US$100 mil- 
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lion out of existing aid programmes 
and put it in a new "US-Asia Envi- 
ronmental Partnership," one of the 
biggest environmental projects US 
Aid runs. 

Partnership director Lewis Reade 
said his programme will "operate on 
free-market principles" to set up 
technical cooperation between Asian 
and US business as well as offer ad- 
vice to aid-receiving governments on 
subjects like environmental stand- 
ards, private infrastructure, stand- 
ards enforcement and the like. 

Reade expects funding to grow 
because "this has been made a high 
priority [in the government] and en- 
vironment has been linked to devel- 
opment." While some projects being 
considered by the Partnership are widely accepted plans to boost 
the efficiency of polluting industries, others include encouraging 
the substitution of logging with commercial uses for “non-timber 
forest products" like natural medicines and "non-logging forest 
activity" like "ecotourism," Reade said. 

The use of aid to achieve an environmental goal is comparable 
to the links made by the US between trade and environmental 
standards. The most familiar case is the use of the Marine Mam- 
mal Protection Act to put quotas on tuna caught in driftnets be- 
cause the nets kill dolphins. A Gatt panel, in a non-binding deci- 
sion, has called the application of the law unacceptable. 

"The trade and environment linkage is very difficult. 
Since [the driftnet case] people have quieted down about it," 
said the State Department's Robert Ryan, a senior delegate at 
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One law for all 


By Colin James in Wellington 


While other countries were debating at the Earth Summit 
in June on how to ensure sustainability of the planet, New 
Zealand was already working out laws that enshrine that con- 

t. 

Stalls management of physical and natural resources 
is the central criterion of comprehensive resource management 
legislation passed last year — the first country in the world to 
do so. Green groups say they have found growing interna- 
tional interest in the legislation. 

The legislation replaced a jumble of 75 statutes governing a 
wide range of resource-use issues, including water, soil, miner- 
als, land use, waste management and pollution. Consent pro- 
cedures and regulatory mechanisms were confusing, often con- 
flicting, costly and slow. 

The new legislation focuses not on regulating an activity 
but on its environmental effects. Social and economic factors 
(for example, jobs) are taken into account, but sustainability of 
the physical environment is the main concern. Sustainability is 
defined as meeting current needs without unduly compromis- 
ing the needs of future generations. 

Consents are granted at city and district level within overall 
regional resource plans drawn up by regional councils. The 





Deforestation in Sabah: trade and environment links. 





the Rio conference. 

A new case filed with the US 
Trade Representative involves a 
complaint that Indonesia is unfairly 
subsidising logging and thus harm- 
ing US pencil manufacturers in 
third-country markets. An official at 
the Department of Commerce said 
the complaint by pencil manufactur- 
ers originally included an argument 
about environmentally harmful log- 
ging practices in Indonesia. But the 
manufacturers were advised that 
their case was more sound without 
the environmental angle. While the 
argument may be raised later in the 
case, the turn of events suggests the 
environment-trade link is not here 
to stay just yet. 

The UN Conference on the Environment and Development 
(Unced) featured a name-calling spat over a toughly worded state- 
ment against deforestation. The disagreement pitted a patronising 
US and its posse of first-world eco-moralists against what the US 
president called “bad boy” tropical logging interests like Indone- 
sia and Malaysia. Malaysia refused to “be bullied like we have 
been for the past 45 years” into signing the strong statement. In 
other words, critics said, the conference was a letdown and the US 
power play failed. 

"| don't think most people who know what went on at the 
conference feel that way," Ryan, a career foreign service officer 
who managed the US negotiating strategy at the conference, said. 
He is irritated by what he called the superficial interpretation that 
no progress was made. LI 


LINBYYD YOINDH3A 


? 


conservation orders; to set technical standards; and to dev 
a coastal mana t regime (one was promulgated on 24 
September) and a mineral resources programme. 

No standards and national policy statements have been set, 
which has left some smaller councils, lacking skilled staff or 
the resources to take on big international and national compa- 
nies, bereft of guidance and therefore slow to move under the 
legislation. This worries Green lobbies which want stricter en- 
vironmental protection than some councils are applying and 
see national policies as the way to achieve that. 

Environment Minister Rob Storey counters that the inten- 
tion of the act is to encourage differing regional and local re- 
sponses to match differing conditions. National policy state- 
ments would defeat that and should be only a last resort, he 
told the REVIEW. Instead, he is waiting for innovative councils 
to develop approaches and then nudge slow-movers along 
through consultation. Storey says — and y Green lob- 
bies agree — it will take several years for the change of mindset 
the new legislation promotes to take place, and it is too early to 
judge the likely long-term results. 

Consultation and mediation are themes of the legislation 
which aims to get away from the concept of mandatory regula- 
tions where practicable. Already, Storey says, the mediation 
procedure under which resource users issues with 
affected or interested groups before applying for consents, is 
producing quicker and less expensive results. 

However, there is a stick along with the carrot. Directors 
and chief executives of companies which break conditions set 
in the consents are y liable in the criminal courts. 

Cath Wallace, chair of the Green lobbies' umbrella organi- 


central government is empowered to make national policy sation, Environment and Conservation Organisations that pe 
statements to which lower-level bodies must conform; to make “stick” has had a “galvanic effect.” 
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(— increases daily, and with it the threat to clean air, 


These natural resources are not inexhaustible. — | 





dt is not too late. ! Áan's creative ingenuity can solve the problems he . 


has caused. ABB. provides some of the i answers. As a global leader : 





in electrical engineering we have the technical expertise to generate, 


. environmental control technology reduces environmental strain. Our — 


industrial systems improve productivity, 4 educing the amount of raw - 
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Traveller s Tales 


his will go down in eternal his- 

tory as . . . . history," proclaimed 

the True Son to 40,000 brides and 

grooms in Seoul's Olympic Sta- 

dium. Moon Hyo Jin, son of the True Par- 
ents (otherwise known as the Reverend 
and Mrs Sun Myung Moon), had inadvert- 

| ently captured with one of his many sole- 
cisms the significance of the Unification 
Church's mass wedding ceremony. It was 
destined — as the world's largest to date 

— to join other fatuous achievements re- 
corded in the Guinness World Book of 
Records. 

Few of those participating in the nup- 
| tials displayed much reaction to the True 
Son's uninspiring sermon, possibly be- 
cause it was delivered in English, a lan- 
guage not familiar to most of them. In fact, 
the rows of tuxedoed grooms and white- 
veiled brides that filled the lower reaches 
of the stadium displayed hardly any emo- 
tions at all during the "celebration." 

The sullen uniformity was 
eerie. Baseball and football 
games, rock concerts and re- 
vival meetings are the stuff of 
stadiums. Rarely is there a jam- 
packed arena so bereft of excite- 
ment as this one. 

Many of the tens of thou- 
sands of newlyweds barely 
knew one another, since they 
had requested the Reverend 
Moon to decide for them with 
whom they should spend the 
rest of their natural life. 

It was clear the Reverend 
Moon took seriously his gospel 
of racial harmony. In a region 
known to cling still to a Dar- 
winian disdain for people of 
different pigmentation or 
eyefold, Moon blithely matched Japanese 
with Nigerian, Korean with Filipino. 

But the inanity of the event eventually 
brought forth questions to match. "Have 
you know each other for longer than a 
week?" "Your wife doesn't speak English, 
how will you communicate?" "Do you 
love each other?" 

The answers were as vapid. The suc- 
cess of their marriages rested on the crea- 
tion of a family devoted to the wisdom of 
the Reverend Moon. No wild-eyed evan- 
gelism was evident nor expressions sug- 
gestive of brain-washing. These were 
mostly rational people who had chosen to 
| become followers of the Reverend Moon 
| (often referred to as "Moonies" by non-be- 
| lievers) of their own free will in search of 
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eternal family values. 

Family defines the Unification Church. 
God is called the True Parent. The church's 
literature explains: "All people are meant 
to embody God's love as individuals and 
in their families, becoming true parents 
themselves. In this they follow the exam- 
ple of the Reverend and Mrs Sun Myung 
Moon, who by their example and sacrifi- 
cial life embody the ideal of the True Par- 
ents. This is what is meant when 
Unificationists pray in the name of the True 
Parents." 

Where the True Son fits into the theol- 
ogy is unexplained. The church's press 
handlers said he and the elder Moon's 
dozen other children embodied their fa- 
ther's commitment to family values. 

The True Son turned down an interview 
request. Observers of the Unification 
Church say he is being groomed to replace 
his father, though the lame sermon he de- 
livered at the stadium suggests he may 





And 20,000 Unification Church couples said, ‘I do.’ 


concentrate more on the family's sprawl- 
ing business empire. He concluded what 
was evidently intended to be a fiery speech 
with an appeal for a chorus of "Thank you 
True Parents" from the crowd. His south- 
ern California accent echoed back at him. 

The Unification Church, though, does 
take the family seriously. To monogamy 
and a Christian-centred household the 
church ascribes the power to end the Aids 
epidemic, individual and societal violence 
and even ideology. "Absolute Values in the 
New World Order,” the title of one of the 
Unification seminars preceding the wed- 
ding ceremony, detailed the peace and har- 
mony that families united in one belief in 
God can bestow upon the world. 

And it is an encompassing creed. 
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Unificationists, as they prefer to be called, 
appear to live by the family values they 
profess, seeking to convert rather than con- 
demn those who do not. George Bush and 
the US Republican Party are weekend 
Christians compared to Reverend Moon 
and his Unification Church. 

Sometimes, though, proselytizing can 
go overboard. There was one groom at the 
ceremony who had no bride with whom to 
share the nuptials. He was a young man, 
apparently Korean. He was fumbling with 
his ring and clutching tight to his chest a 
picture of the woman — an Indian by ap- 
pearance — to whom he would soon be 
married. A look of utter despair graced his 
entire face as he stared at the podium dur- 
ing the exchange of rings. When he real- 
ised he was being observed, a smile quickly 
replaced the grimace. The ring disappeared 
back into his pocket. 

Another section of the stadium was 
filled with brides from Latin America, all 
clothed in white. Most of them, 
it turned out, had come with- 
out their spouses to re-affirm 
their marriage vows personally 
in front of the Reverend Moon. 

It turned out that a fifth of 
all the couples present were al- 
ready married and had trav- 
elled to Seoul to reaffirm their 
wedding vows. A couple from 
Arizona was most forthcoming. 
"Look around," said the hus- 
band waving a video camera. 
"You can tell which ones are al- 
ready married by the smiles on 
their faces. We were nervous, 
too, when we got married in 
New York [at the last record- 
setting mass wedding]. You 
know, only 5% of Unification 
Church members ever get divorced." 

There were very few smiles that day, 
but also little evident unhappiness or nerv- 
ousness. Almost everyone was simply 
glum-faced and perspiring in the hot Au- 
gust sun. The purpose of the mass wed- 
ding is stated by the church as: to reaffirm 
among the initiated its unique Christian 
gospel and to spread the faith to the 
unconverted through the extravaganza. 
While the tepid celebration may not have 
achieved the latter purpose, the church is 
still assured of thousands of future mem- 
bers. That is because the young couples, 
after a month of prayer, will consummate 
their marriages. Thousands of true sons 
and true daughters will be born into the 
church. * 
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Enthusiastic Pipubican Asian American deniónétralee support for US presidential incumbent George Bush. 


More money than votes 


ASIAN AMERICANS 





Appointive, not elective, posts prove easier to get 


By Susumu Awanohara in New York and 
Houston, Jonathan Burton in Los Angeles 


alifornia Congressman Norman 

Mineta was furious when he 

learned that a top aide to Demo- 

cratic presidential candidate Bill 
Clinton was sending a junior substitute for 
the opening of a gathering of Asian Ameri- 
cans during the Democratic Party conven- 
tion in July. The Asian Americans were in 
New York to endorse Clinton's nomination 
and to discuss their role in the presidential 
and local elections in November. "This 
shows what they really think of us," 
Mineta said. 

Another California congressman, Rob- 
ert Matsui, was also upset but took a self- 
critical view. He recalled that in the pri- 
mary election in June, Asian Americans 
accounted for only 2% of the votes cast in 
the state — compared with 83% for whites, 
8% for blacks and 7% for Hispanics. Asian 
Americans account for 10% of California's 





50 


30 million people, and nearly 40% of the 
Es million Asian Americans in the coun- 
“Tf I were Bill Clinton, I would not have 

id anyone to this meeting," Matsui said. 
“Asians don't exist yet as a political force." 
It is still a long way to Asian American 
"empowerment." The community's basic 
goals to have its members naturalise, regis- 
ter and vote and to find candidates of its 
own who can win elections have not been 
easy to fulfil. The rise in anti-immigration 
sentiment in a recession-plagued US 
economy and the traumatic Los Angeles 
riots of late April — in which Korean 
American businesses were the principal 
targets of black rage, neglected by law en- 
forcement and relief authorities — bred de- 
featism and cynicism among some Asian 


Korean American Jay Kim 
likely to win congress seat — 
p.55 
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Americans. 

But to others, the riots were all the more 
reason to press for political power. After 
all, the Asian American community is the 
fastest growing "ethnic group" in the US 
(though it is in fact a collection of diverse 
subgroups) and are relatively rich in finan- 
cial and human resources. The two parties 
know this and are trying to tap these re- 
sources, the Republicans perhaps more ef- 
fectively than the Democrats these days. 

Against this background, Asian Ameri- 
cans have emerged as important players in 
fund raising. Part of the reward for Asian 
American activism are political appoint- 
ments, a shortcut to power. Under the Re- 
publican White House, a record number of 
Asian Americans have been appointed to 
public offices, some carrying prestige and 

considerable power. These appointees are 

feeling a little insecure as President George 
Bush continues to trail Clinton in the pub- 
lic opinion polls. 

Back in June, some observers saw Asian 
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American disaffection with politics- 
as-usual in the group's substantial 
support for Ross Perot. In a poll 
taken at the height of Perot's popu- 
larity, Asian Americans in Califor- 
nia split their votes among candi- 
dates Bush, Clinton and Perot — 
40%, 19% and 35%. They thus gave 
their strongest support to Bush, un- 
like whites who preferred Perot, and 
blacks and Hispanics who favoured 
Clinton (see table). 

But 35% for Perot struck experts 
as high, indicating an Asian Ameri- 
can “protest at the lack of attention 
paid to them by the political par- 
ties,” according to Paul Shie, direc- 
tor of Chinese American Society. 
Many say that the LA riots and their 
aftermath made Asian Americans 
feel betrayed by the parties they had 
supported generously. Another fac- 
tor was that Perot, as a critic of Ha- 
noi, had a following among the 
state’s 300,000-400,000 Vietnamese 
Americans. Clinton, an unknown 
governor from Arkansas with little 
Asian contact, did not enjoy much 
support in June but bounced back in 
July, with help from the Asian 
American machine within the 
Democratic Party. 

Republicans among Asian American ac- 
tivists stress that their community is gener- 
ally turning more conservative. Support for 
the community by Vice-President Dan 
Quayle has helped, according to the Repub- 
lican Party’s Director of Asian Affairs, Tony 
Chen. Quayle has attended fundraisers for 
Asian American candidates for public of- 
fice and made speeches criticising main- 
stream Americans who express anti-Asian 
American and/or anti-Asian feelings. 

More fundamentally, Asian Americans 
are realising that they share basic values 
more with the Republicans than with the 
Democrats, Deputy Assistant to the Presi- 
dent Clayton Fong told the REVIEW at the 
Republican party convention in Houston 
in August. The early comers from Asia, 
Japanese and Filipino Americans, like 
blacks and Hispanics, have been close to 
the “party of minorities,” the Democrats, 
while the more recently arrived Korean 
and Indochinese Americans, for political 
reasons, have tended to favour the Repub- 
lican Party. Chinese and Indian Americans, 
both comprising subgroups with vastly 
varying backgrounds, fell somewhere in 
between. (In presidential elections, though, 
Asian Americans have voted heavily for 
the winning ticket — 70% in 1984 and 61% 
in 1988). 

But after the success of the Civil Rights 
Movement — for which the Democrats 
rightly claim much of the credit — minor- 
ity rights and equal opportunity have been 
universally accepted, a Republican analyst 
says. The Democrats have since become too 


Asian Americans 
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Wl Foreign born without 


US citizenship 





beholden to the lowest social strata — 
which do not include Asian Americans — 
while the Republicans, through their dis- 
dain for welfarism and championing of 
self-help, education and family values, 
won Asian American adherents, the theory 
goes. Democratic Asian Americans have 
advocated forming coalitions with other 
minorities but some Republican counter- 
parts argue that there is fundamental con- 
flict in values and interests between Asian 
and African Americans — on educational 
quotas, for example. And Asian Americans 
are not interested in bilingual education, 
which many Hispanic Americans insist on. 

Another reason the Republicans are get- 
ting stronger among Asian Americans may 
be that they have more resources, financial 
and manpower, at the national committee 
level than the Democrats do to assist Asian 
American activists. While the Republican 
Party tends to be richer, Chen is trying to 
make the party's support for Asian Ameri- 
cans self sustaining. His idea is to channel 
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i the money raised from the commu- 
$ nity back to the community. Thus in 
= mid-August the Republicans held a 

major fund-raising dinner in Los 

Angeles featuring Quayle as a key- 

note speaker and raised more than 

US$100,000, which will be devoted 

to Asian American voter registration 

drives and candidate support. 

A few days later in Monterey 
Park, outside Los Angeles, Clinton 
raised US$250,000 in a single Asian 
American fund-raising dinner. But 
this money goes directly to support 
the Clinton/ Albert Gore ticket. The 
Democratic Party's director of Asian 
Pacific American affairs, Melinda 
Yee, says the Democrats, including 
the Asian Americans, are now con- 
centrating scarce resources on chas- 
ing Bush out of office. 

As Congressman Matsui la- 
mented, Asian Americans have been 
slow to exploit their considerable 
swing votes and force the political 
parties to earn them. The authorita- 
tive census figures for Asian Ameri- 
cans (7.3 million in 1990) include 
Asians who are temporarily living 
in the US with no intention of seek- 
ing permanent residency as well as 
the large number of recent immi- 

grants (accounting for most of the increase 
in the Asian American population in the 
past decade) who are not yet eligible to 
apply for US citizenship (see table). 

But Asian Americans have emerged as 
major contributors of campaign funds. 
Chen says their contributions are coveted 
by politicians because the Asian Americans 
do not make steep demands for quid pro 
quos but are willing to "pay now, talk 
later.” After working for “redress” for Ja- 
panese Americans interned during World 
War II (other Asian Americans supported 
the cause thinking that they are similarly 
vulnerable) and more recently for the 
maintenance of a liberal immigration law, 
Asian American activists have not had 
compelling issues to unite them, though 
some say hate crimes against the commu- 
nity may become one. 

The Bush/Quayle campaign has raised 
something like US$35 million by mid-Sep- 
tember, an unprecedented US$1.5-2 million 
of which came from Asian Americans, 
Chen estimates. Indian Americans, noted 
for their high educational and professional 
profile as well as for high income, are the 
biggest donors to the Republican Party 
among Asian Americans, followed by Chi- 
nese Americans and Korean Americans. 
Star fundraiser Zachariah Zachariah of 
Florida, a physician, wants the Republicans 
to eliminate restrictions on foreign-trained 
doctors. 

Appointment of Asian Americans to 
management and advisory positions, both 
at federal and state levels, have boosted 
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the profile of the community ihough its 
political strength, in terms of elected office- 
holders, does not reflect its numbers. Apart 
from Fong in the White House, Elaine 
Chao, Patricia Saiki and Wendy Gramm 
are prominent as heads of the Peace Corps, 
the Small Business Administration and 
Commodity Futures Trading Commission, 
respectively. Outside Washington, many 
governors have appointed Asian Ameri- 
cans to senior staff positions. 
Understandably, Bush’s appointees are 
worried that if the president loses in No- 
vember, they, too will lose their jobs. But 
the Democratic Party’s Yee says that if 
Clinton is elected, he would make more 
and higher-level Asian American appoint- 
ments. The Republican Party’s Chen ac- 
knowledges that many Asian American 


CANDIDATE 


appointees under the current administra- 
tion are not Republicans but ind 

and so have a chance of serving under a 
Democratic regime as well. 

It is not that Asian Americans have 
abandoned electoral politics in favour of 
appointments. The Democrats are hoping 
that at least two new Asian Americans 
would win seats in the US House of 
Representatives and another in the Califor- 
nia state assembly. The Republicans are 
hoping that Jay Kim, now mayor of Dia- 
mond Bar in California, will become the 
first-ever Korean American House mem- 
ber. Kim would also be the first Republi- 


can Asian American in Congress in some | 


years. Currently, the three members of the 
House and two of the Senate are all Demo- 
crats. E 


A dream come true 


Kim likely to win seat in Congress 








By Jonathan Burton in Los Angeles 


D elegates to the Republican National 





Convention in Houston in August 
can be forgiven if they missed a 
brief opening-night speech by Jay C. Kim. 
Even party officials were somewhat non- 
plussed by the mayor of Diamond Bar, an 
affluent Los Angeles suburb. A transcript 


Republican candidate Kim. 


of Kim's Convention remarks, distributed 
to the media, mistakenly identified him as 
a California state assemblyman. 

However, after 3 November, the proper 
introduction for Kim probably will be 
“congressman.” The self-made, 53-year-old 
Korean immigrant, a small-town mayor 
and the owner of a successful engineering 
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firm, is expected to become the first Ko- 
rean American to be elected to the US Con- 


gress. 





A victory for Kim is important for the | 


Republican Party, which has been trying 
hard to appeal to Asian Americans. Kim 
would be the only Asian American Repub- 
lican in Congress. His election is also a pri- 
ority for local Korean Americans, who are 
still recovering from attacks suffered 
during the Los Angeles riots in late 
April and are feeling disenfranchised as 
a result. 

Kim outspent five challengers in a 
heated June primary to win the Repub- 
lican nomination in the new 41st Dis- 
trict, a cluster of middle-class and 
largely white enclaves east of down- 
town Los Angeles that have long been 
conservative strongholds. Asian Ameri- 
cans — both within and outside the dis- 
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contributing much of the roughly 
US$200,000 he raised in addition to 
US$130,000 of his own money. 

The district is considered a "safe" 
Republican seat, tailor-made for a can- 
didate like Kim, who argues that gov- 
ernment should be run like a competi- 
tive business and Washington's social 
spending and tax habits must be over- 
hauled. And he believes no member of 
Congress should serve more than eight 
years. 

“If you're looking for a professional 


politician, I’m not the one," Kim told the | 


REVIEW during an interview at the offices 
of his Diamond Bar company, Jaykim En- 


gineers Inc., which doubles as his cam- | 
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trict — were enthusiastic supporters, | 
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paign headquarters. "I don't know much 
about politics." 

But Kim, who had never held govern- 
ment office before winning election to the 
Diamond Bar City Council in 1990, does 
know how to run a political campaign. 
Plain-speaking and colourfully — but care- 
fully — opinionated, he has gained plenty 
of mileage portraying himself as a consum- 
mate Washington outsider. 

“I never even dreamed about becoming 
a congressman," he explains. "I despise 
politics." 

In a distant way this gray-haired, be- 
spectacled businessman, who still has a 
slight accent after 31 years in the US, re- 
sembles an Asian American version of in- 
dependent presidential candidate Ross 
Perot — the entrepreneur populist, a rebel 
with a cause, who claims to know how to 
fix unwieldy things, like the federal gov- 
ernment, which many politicians and vot- 
ers find irreparable. 

Kim himself makes the comparison, 
obviously mindful of the huge popularity 
Perot once commanded with California 
voters. “I am a business owner; I'm an en- 
trepreneur," he says, "just like Ross Perot. 
We need someone who has a business 
sense, especially private entrepreneurial 
experience. We need those kinds of peo- 
ple to go out there and control this runa- 
way deficit and government public spend- 
ing." 

Vet Kim, oddly like Perot, has enjoyed 
a close professional and personal relation- 
ship with both federal and local govern- 
ment agencies and Washington politicians. 
Kim's company, Jaykim Engineers, which 
he founded in 1976, designs highways, 
water reclamation plants and other similar 
projects, many on contract to the govern- 
ment. The company is one of five minor- 
ity-owned businesses chosen to raze build- 
ings destroyed in the riots. 

David Dreier, the veteran Republican 
representative of Kim's congressional dis- 
trict, encouraged Kim to run for Congress. 
According to Dreier, Kim has been a finan- 
cial supporter of his for the past decade 
and has also provided him with back- 
ground on California transportation issues. 


| Redistricting is giving Dreier another area 
| to cover; the new 41st District includes 80% 


of the communities that had been Dreier's 
responsibility. 

Dreier says he will recommend Kim to 
the House Public Works and Transporta- 
tion Committee, an appointment which 
Kim says greatly interests him, and adds 
that Kim would also be an asset to the 
House Small Business Committee. 

He praises Kim's strong educational 
background and well-honed work ethic. 
Says Dreier, "Jay Kim epitomises the 
American Dream." 

Indeed, Kim’s life is a classic immigrant 
Cinderella story. The House of Representa- 
tives is a long way from the kitchens of the 
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Southern California restaurants where 22- 
year-old Chang Joon Kim, newly arrived 
from South Korea on a student visa and 
unable to speak English, worked as a dish- 
washer and busboy. 

It was 1961. Later that year, Kim mar- 
ried his sweetheart from South Korea, June, 
and in a short time they had three chil- 
dren. Kim earned bachelor’s and master’s 
degrees in engineering at the University of 
Southern California in Los Angeles, 
changed his legal name to Jay, and put his 
new skills to use. His business thrived, his 
children went to college, and Kim looked 
for a new challenge. He has found it in 
politics. 

"| feel I can make a tremendous 
change,” Kim says. "I'm a role model. 
What America is all about is opportunity 
and liberty and justice; here I am." 

Many Asian Americans in the Los An- 
geles area agree. While Korean Americans 
obviously view Kim as a source of pride 
and an ally for their issues and concerns, 
Chinese Americans also have been key 
supporters. 

"They feel maybe he can help them as a 
voice, says Kim Wang, president of the 
Chinese American Association of Southern 
California. "He understands Asian values; 
he will speak for us." 

The expectation clearly makes Kim un- 
easy. He says he often reminds Asian- 
American groups that he will serve his dis- 
trict, which is only 10% Asian, before at- 
tending to their needs. 

“I did make myself clear to them that 
no matter how much they help me, when I 
become a congressman, my first priority is 
to my own district,” he explains. "I told 
them 'don't expect me to do anything for 
you, except be a role model to your kids.' 
You want to donate to me, fine, but don't 
expect anything more." 

At a quiet Saturday afternoon fund- 
raiser in a suburban Los Angeles hotel re- 
ception room, where about 60 Asian 
Americans — mostly Chinese — have paid 
US$50 apiece to hear him speak, Kim re- 
peats this message, but softly. 

"Blood is thicker than water," he tells 
his donors. "Whenever I find time after 
serving my own district, l'll do my best to 
assist you." 

It is perhaps fitting, given the influx of 
immigration the US has experienced in the 
past 30 years, that the 1990s real-life ver- 
sion of the 1940s film classic Mr Smith Goes 
to Washington should star an Asian-Ameri- 
can businessman. And like the idealistic 
Boy Scout leader played by Jimmy Stewart 
who finds himself swiftly propelled to 
Congress and national visibility, Mr Kim 
Goes to Washington could follow a similar 
script. 

"You're going to see me often when I 
get there," Kim says. "I have nothing to be 
afraid of,” he says, adding with a aes 
“and I’m not bashful either.” 
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For further information and registration, please contact: 


Director, Industrial Investment Division, UNIDO 
 P.O.Box: 300 

1-1400 Vienna 

Austria 

Tel: 43-1-21131-4830 or 4905 


= Fax: 43-1-230-82-60 
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INVESTMENT FORUM is organised with 
funding from the United Nations : 


Development Programme. 
Nepal has recently adopted a 
very liberal foreign 


investment policy, grants 
very attractive incentives and 
facilities, offers one of the 
lowest cost locations for 
investment and provides a 
one window facility for 
speedy approval and 
implementation of projects. 
All this is available within a stable and 
secure environment. 


Foreign companies and interested persons 
are invited to- attend the NEPAL 
INVESTMENT FORUM. It will provide you 





Foreign Investment Promotion Division 
Ministry of Industry, Singha Durbar 
Kathmandu,Nepal 

Tel: 977-1-216692 

Fax: 977-1-220319 
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Old characters, new voice: 





Homecoming? and Other Stories 

by Han Shaogong, translated by Martha 
Cheung. Renditions Paperbacks, Hongkong. 
HK$69. 

Explosions and Other Stories by Mo Yan, 
edited by Janice Wickeri. Renditions 
Paperbacks, Hongkong. HK$69. 


Reading two books of short stories and 
novellas dating from the mid-1980s, 
written by two Chinese authors whose 
works are deeply marked by their experi- 
ence of rural China, the Cultural Revolu- 
tion and the painful legacy of China’s 
historical past, might give the casual reader 
the impression that much of contemporary 
Chinese literature is rooted in the same 
obsessions and rendered in the same 
stream-of-consciousness style. Not only do 
these stories appear in the same format and 
series, and date from the same period of 
“transition” in both authors’ development, 
but they both reveal a marked departure 
from social realism into the realms of fable, 
magical fantasy and the rural grotesque. 

However, a closer reading of the two 
collections suggests startling contrasts. Han 
Shaogong was born in 1953 in Changsha. 
He is perhaps at his weakest in the title 
story, “Homecoming?” making his enig- 
matic, vaguely Kafkaesque prose bear the 
weight of an awesome historical responsi- 
bility ("that gigantic I”). Similarly, the brief 
tale, “Blue Bottle-cap,” set in a labour 
camp, flutters awkwardly over the guilt 
and assumed madness of both narrator 
and protagonist, and yet never seems quite 
at ease. The further one reads, however, 
the more this sense of unease becomes an 
integral part of the narrative. 
There is an enigmatic side to 
Han Shaogong’s writing that 
needs space and time to de- 
velop. 

The novella “Pa Pa Po,” 
for example, follows the for- 
tunes of the idiot child Bing, 
whose only contribution to 
human discourse are the 
words “F . Mama.” 
Through his own and his 
mother’s story, the author 
explores the recalcitrance, ab- 
surdity and desperate sur- 
vival skills of a clan living in 
a remote mountain village, to 
which they have come “from the east afar” 
at some beatific moment in time, and to 
which they appear to be returning in glori- 
ous suicide at the end of the story. In the 
chants scattered through the narrative 
there is an echo of the aboriginal songs of 
Bruce Chatwin's Songlines. In fact, Han's 


EXPLOSIONS 


AND OTHER STORIES 


MOD YAN ——— 





oddness seems to derive as 
much from a poetic sense of 
creation and all its wonders 
as from an attempt to write a 
cultural or social critique of 
China. 

"Woman Woman Wo- 
man" confirms this ten- 
dency. Speaking of an old 
woman's eyelids, the author 
writes, "Was it . . . too much 
radiation from her memories 
that had scorched them and 
made them fester?" Passing 
time implies other dimen- 
sions, other lives that are 
possible behind the flow of events. In the 
different reactions of the women in the 
story to the cruel demise of Aunt Yao, there 
is a sense of the tragi-comic oneness of all 
things. It bursts out in descriptions of 
Kurosawa-like funeral processions, or in 
Taoist epiphanies to heaven and earth, but 
the author always links this oneness to a 
sense of the possible. The final paragraph 
of the story, for example, ends with the 
simple conclusion: "When you've eaten, 
you do the dishes. That's all." 

This underlying simplicity is less appar- 
ent in Mo Yan's work. The first-person pro- 
tagonist of the story, “Explosions,” is mired 
in a rural China that also resembles Kafka's 
world, but the style that Mo Yan adopts is 
a thick impasto of magical realism — or 
rather magical impressionism — in which 
every thought, everything in nature and 
every casual comment are given equal 
weight. There are no dialogue markers in 
Yan's prose; there are very few emotional 
markers, either. Instead, a 
tense story of abortion and 
marital dependence is 
marked by the same reiter- 
ated symbol, the fox. Will it 
escape? Will it share in the 
protagonist's destiny? Mo 
Yan's rural world, the home 
of the alienated and dislo- 
cated, is so rigorously re- 
corded in symbols that the 
reader is mentally ex- 
hausted, especially in the 
longer pieces. 

"Yellow-haired Baby," 
another novella about 
(sexual) betrayal and (sexual) 
repression, has as its centrepiece a beauti- 
ful statue of a naked woman in a lake that 
the protagonist, a political instructor in the 
PLA, forbids his men to view. The same man 
has lost all sexual feeling for his wife, who 
eventually goes off with a local peasant 
adept at wringing roosters' necks. There is 
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room here for elaborate juxtapositions of 


statue and wife, frigid perfection and vul- 
nerable warmth, image and reality. How- 
ever, the promising theme of sexual-politi- 
cal hypocrisy is muddled by Mo Yan's sty- 
listic stubbornness. There is 
an air of school-prize strain- 
ing about his use of Garcia 
Marquez’ magical techniques 
(Mo says he read Marquez 
with a “shock of recogni- 
tion"). 

And despite his editors' 
claims to the contrary, this 
influence seems to make his 
writing less, rather than 
more, accessible to the West- 
ern reader. Only in the 
shorter stories, such as "The 
Amputee,” does he shake off 
his preoccupation with all- 
inclusive imagery and liter- 
ary devices. The result is that his poor ru- 
ral characters — in this case a fantasising 
“veteran” from Vietnam — become spon- 
taneous and touching. 

As examples of both development and 
stylistic tension in Chinese fiction during 
the mid-1980s, these collections make fas- 
cinating, indeed required reading. 

m David Clive Price 


Mr Price is a novelist and travel writer who 
lives in Hongkong. 


Go west. 





young men 





Migration of Asian Workers to the Arab 
World edited by Godfrey Gunatilleke. The 
United Nations University, Tokyo. US$20. 
Migration to the Arab World: Experience of 
Returning Migrants edited by Godfrey 
Gunatilleke. The United Nations University, 
Tokyo. US$35. 


Since the oil price increases of the 1970s, 
there has been a massive migration of 
Asian workers to the Middle East, and 
though it peaked in the early 1980s, signifi- 
cant numbers are still involved. Typically, 
workers are young unaccompanied men 
who stay a year or two (though many re- 
turn). This temporary labour migration has 
affected millions of migrants, their families 
and those who provide services for them, 
and it has become a source of foreign ex- 
change, a means of decreasing unemploy- 
ment and a drain on needed skills and pro- 
fessions in many Asian countries. 

These two volumes present the findings 
of a United Nations University project by 
local academics from seven countries (Pa- 
kistan, India [Kerala state], Sri Lanka, 
Bangladesh, Thailand, the Philippines and 
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“Hassle-free connections in Europe?" 
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“East meets West at Schiphol.” 
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Flying to Europe? Then fly KLM. And travel in 
B747-400 comfort from the major cities in the Far East 
and the South Pacific to the Gateway to Europe, 
Amsterdam Airport Schiphol. With increased non- 
stop services. Most days of the week. 
And when you first come face-to-face with the West 
at Europe's best airport, Schiphol, enjoy true hassle-free 
connections to any of the 70 European destinations 


served by KLM. Attimes which are carefully designed to 
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connect with flights arriving from the Far East. To get 
you to your European destination as comfortably and 
conveniently as possible. 

East meets Westin the convenience that is Schiphol. 
All part of the KLM experience. 


Test us, try us, fly us. 
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- South Korea). The first volume i is a survey 
of the literature. The second volume 
presents the results of interviews with re- 
turned migrants (368 to 696 per country), 
together with an excellent summary by the 
editor. 

The surveys collected a wide variety of 
data: demographic and social characteris- 
tics of the migrants, their motivations and 
goals, recruitment, preparation, govern- 
ment regulations and facilitation, costs, 
conditions of employment, situation of 
families left behind, impact on nutrition, 
housing and education, re-entry into the 
workforce, impact on standards of living 
and human resource development. 

The authors are candid about the limi- 
tations of the study. The samples are not 
statistically representative. The lack of par- 
ticipant observation or interviews of fam- 
ily members means that there are problems 
of recall and subjective bias, and an inabil- 
ity to probe sensitive issues or changes in 
values. The inquiry is confined to indi- 
vidual experiences and only touches on the 
larger socio-political structural implica- 
_ tions. In addition, there is no analysis of 

differences due to length of emplovment 


. abroad, no analysis based on the country 


of destination (working in Saudi Arabia 
_ will be different from working in Iraq), and 
. noindices. In addition, publication lag time 
is significant since the surveys were car- 
ried out in 1984 and 1985. 

Despite these shortcomings, these vol- 
umes present a wealth of information, raise 
significant policy issues and make recom- 
mendations for protecting migrants, sup- 
porting their families, monitoring recruit- 
ing agents, providing incentives to increase 
savings, promoting a sustained rise in 
standard of living and providing opportu- 
nities for returning migrants (in self-em- 
ployment, for example). 

Although increasing government regu- 
lation and dissemination of information 
through the media has reduced cases of 
outright fraud, migrants still bear sizeable 
costs, especially as competition for a de- 
creasing number of jobs intensifies. The less 
skilled, especially, frequently spend several 
months' salary in obtaining employment. 
In Kerala (which accounts for over 50% of 
migrants from India) costs were especially 
high because recruiting agencies were 
poorly regulated and formed a powerful 
interest group. Private investment banks in 
Pakistan mismanaged migrants' savings. 
Entrepreneurs, intermediaries, institutions 
(contracting agencies, for example) and 
persons in positions of power all benefit 
from migrants. 

In several countries a high proportion 
of returnees remains unemployed. AI- 
though the majority added to their assets, 
especially housing and consumer durables, 
only a minority improved their earning 
capacity or used their savings on produc- 
tive assets. Each study draws attention to 
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major problems of personal and social ad- 
justment that face migrants and their fami- 
lies. In Pakistan, the patriarchal family is 
easily disturbed when the head of house- 
hold migrates. In Sri Lanka, which 
uniquely sends out more women than 
men, strains of adjustment are pronounced 
when a wife/mother migrates. Many 
South Koreans reported changes in reli- 
gious affiliation. Some migrants reported 
increased smoking, gambling and drinking 
(despite the fact that the latter two are ille- 
gal or restricted in the Middle East). Many 
migrants are insufficiently prepared for 
culture shock and lack adequate informa- 
tion on conditions in the host country. 
Nevertheless, the prevailing view 
among migrants is that the experience of 
migration has a positive effect: they grow 
closer to their children and have higher 
expectations for them (especially educa- 
tion), they are readier to share responsibili- 
ties with their spouse, more progressive in 
their attitudes toward women, have im- 
proved work ethos, render more material 
assistance to relatives and have a greater 
international awareness. Separation has 
made them more conscious of the value of 
personal relations. m Alain Dessaint 


Mr Dessaint is a social anthropologist who has 
worked in Thailand, Indonesia and Japan. 





Shooting up 


paradise 


Transit of Venus: Travels in the Pacific — 
by Julian Evans. Secker & Warburg, London. 
£16.99. 


Julian Evans' zigzag 
South Pacific odyssey 
places him firmly within 
the Irritated School of 
travel writers. The 
Irritateds can be differen- 
tiated from the Grumpy 
School — led by its chief 
exponent, Paul Theroux — 
chiefly by the way their 
self-ordained missions go 
beyond mere travel, its 
pleasures and vexations. 

Evans' theme is the 
South Pacific islands as 
targets, both figuratively 
and literally. Overall, the 
book examines the roman- 
tic myths created around 
the "South Seas," if not by the early Euro- 
pean navigators themselves then by in- 
dustrious and inventive publishers at 
home, that remain within Northern folk 
memory to this day. 

The very words "South Seas" was for 
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generations of E not so much a 
geographical entity as a codeword for 
sexual freedom and abandonment, encom- 
passing an earthly paradise — and perhaps 
more the point, about as far away as you 
could get from the cold North. 

The other target, and his ultimate desti- 
nation is, well, a target. Ever since the end 
of World War II, the US military has been 
using some of the islands it recaptured 
from Japan as testing, dumping and target 
sites for its nuclear weapons programme. 
Of these, Kwajalein atoll in the Marshall 
Islands has been transformed into the most 
sophisticated bull's eye in history, the cen- 
trepiece of a ballistic dart board that begins 
at the Vandenburg Air Force Base 8,000 
kilometres away in California. Ever since 
1964, the US military have fired as many as 
600 dummy intercontinental ballistic mis- 
siles at Kwajalein's lagoon, which is sur- 
rounded by a vast array of radars and 
other instruments that monitor the quality 
of the shooting. 

To reach the atoll, Evans plots a wan- 
dering course across a quadrant of the 
South Pacific that enables him to visit and 
consider the various societies scattered 
among the islands. Much of this is enter- 
taining and closely observed. His cast in- 
cludes the Caldoches broussands, rednecks of 
New Caledonia; Fiji's joyless Methodists; 
expatriate Australians and Britons driven 
to stupefaction and/or dementia by their 
constrained lives, the oppressive climate, 
rain and endless ocean; and UN officials 
struggling to bring order to communities 
where that commodity has long ceased to 
be a necessary component for daily sur- 
vival. 

His account is also a mixture of the 
mundane — the sort of minute observa- 
tions familiar to anyone travelling alone 
but who feels the need to scribble all 
manner of thoughts, 
events and encounters 
into a notebook over 
solitary beers at the end of 
the day — interspersed 
with a brief, but often tell- 
ing, history of the places 
he visits. 

Evans writes with 
steadily mounting horror 
of the impact of the West 
on the Pacific communi- 
ties he explores, though he 
is rarely sentimental about 
the islanders and their 
transformation into wards 
of the aid agencies and the 
French and US govern- 
ments. Indeed, in many 
respects the book reads like a novel, par- 
ticularly the final chapter, in which the au- 
thor's outrigger disappears into the tropi- 
cal sunset. m Gavin Greenwood 


Mr Greenwood is on the staff of the REVIEW. 
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Korea's construction industry is a vital 
link in the chain of the country's rapid 
economic development. Highways, 
housing projects and industrial 
complexes have been built at 
unprecedented speed. This in turn 
has led to a growing demand for 
cement, a demand Asia Cement 
Corporation is helping to meet with its 
modern cement mill in Jechon. 


Siemens supplied a wide range of 
supervisory and control equipment for 
the Jechon plant to ensure a smooth 
production flow and consistent high- 
quality cement. Programmable logic 
controllers for the rotary kilns number 
1 and 4, gas analyzers, pyrometers 
and transmitters for monitoring the 
production flow, a diffractometer 
system for analyzing incoming raw 
materials and an X-ray spectrometer 
for controlling the correct meal mix 
during the auto-blending process. A 
complex array of advanced products 


Meeting the demand for 
quality and consistency 


and equipment has been combined 
to a functional integrated system. The 
result: Thousands of tons of cement 
are being produced every day, 
efficiently and economically, to satisfy 
the demands of Korea's construction 
industry. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 

03-01 New Tech Park 
Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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Rajan Pillai's (inset) Britannia group, which distributes snack foods, is ‘stretched for cash.’ 
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The chips are down 


Food entrepreneur Rajan Pillai has his hands full. He is being sued by 
former RJR Nabisco boss Ross Johnson and a group of investors. And 
France's BSN is trying to gain control of a joint food venture. 


By Mark Clifford 


t's a truism: don't lend money to 
friends. Ross Johnson, the former 
chairman of RJR Nabisco, is learning 
that the hard way. 

Johnson and a group of investors are 
suing Rajan Pillai, a long-time associate, for 
US$31.8 million. The lawsuits, pending in 
Singapore and London courts, signal trou- 
ble for the 44-year-old, Singapore-based 
Indian entrepreneur, who is generally re- 
garded as one of Asia's fastest-rising stars 
in the packaged-food business. Pillai's Bri- 
tannia group controls snack-food manufac- 
turing and distribution operations in Sin- 
gapore, Malaysia, New Zealand, Hong- 
kong, India and Pakistan. 

Moreover, BSN of France is watching the 
legal drama with special interest. Sources 
say Europe's No. 3 food group would like 
to gain control of the uneasy 50-50 venture 
that it formed with Pillai two years ago. 

^We are concerned [about the lawsuits] 
because it is bad for the company," says 
Yannick Vivarel, BSN’s corporate develop- 
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ment director for the Asia-Pacific region. 
"He already has no cash to remain in a 50- 
50 situation in a joint venture." The ven- 
ture, Britannia Brands (Holdings), sells 
such things as Kelloggs cereals, Planters 
peanuts, Del Monte juices and Nabisco 
snacks as well as several local brands. 

Pillai acknowledges that he is stretched 
for cash as a result of his ambition to build 
a cookies-and-nuts empire in Southeast 
Asia. "There are certain pressures," he 
says. But he insists that his difficulties are 
temporary and that he is pressing ahead 
with a plan to build a regional snack em- 
pire spanning Southeast Asia. 

He certainly has big plans. He wants to 
invest US$50 million setting up new facto- 
ries in China, Indonesia and Thailand over 
the next five years and another US$50 mil- 
lion modernising existing facilities in India 
and Malaysia. He is also leading Coca- 
Cola's controversial re-entry into India af- 
ter a 15-year absence in a venture capital- 
ised at US$20 million. (See accompanying 
story.) 

Pillai's Britannia food empire “will be a 
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truly Asian food group with international- 
type products," he says. Rising middle- 
class income and more Westernised eating 
habits will power rapid increases in spend- 
ing on packaged foods, he believes. 

His most immediate problem is raising 
the cash to pay off his old friend Johnson, 
who helped finance Pillai's acquisition of 
RJR Nabisco's Asian operations. Johnson 
and his investors want to cash out, even if 
that means that Pillai will have to sell some 
assets. Pillai wants to keep those assets and 
build his company. 

In October 1991, Pillai agreed to acquire 
the Johnson group's 48% interest in Britan- 
nia Industries Private for nearly US$33 mil- 
lion. Pillai and associates own the majority 
52%. The buyout was supposed to be com- 
pleted by the end of February, but Pillai so 
far has paid only US$2 million, according 
to Johnson. 

Pillai says that he hopes to have the 
money “in the next couple of months." He 
says he is negotiating with Saudi Arabia's 
Dallah al Baraka group in the hope that the 
Saudis will buy the Johnson group's 48% 
stake. "I am in the process of completing 
the purchase of the stakes of minority 
shareholders, including Ross Johnson," 
says Pillai. Nonetheless, at the beginning 
of October, Singapore courts ordered Pillai 
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to allow Johnson's auditis iñto Britannia 
Industries. 

Maybe that's the way the cookie crum- 
bles, but few would have guessed that two 
friends could end up in such a mess. 
: Johnson is the godfather of Pillai's only son 
and the Indian-born businessman still 
keeps a plaque from Johnson in his office 
inscribed “Rajan: a great entrepreneur,exe- 












cutive, person and most of all — a friend." 
“T had a lot of adi ire tion for him," re- 
calls Johnson. "He prod ced. All of the op- 


erations he ran did quite well." 

The two became acquainted in the late 
1970s, after Pillai formed a joint venture 
with Standard Brands of the US, which 
Johnson headed. Johnson subsequently led 
Nabisco after the two food firms merged 
in 1981 and then became chairman of RIR 
Nabisco after the food.company merged 
with the tobacco giant in 1985. In 1988, 
Johnson failed in his attempt to lead a 
management buyout of RJR Nabisco, but 
he ended up with a golden parachute esti- 
mated to be worth US$53 million. He used 
some of that money to back Pillai in his bid 
to build an Asian cookies-and-nuts empire. 

When Kohlberg Kravis Roberts started 
selling assets to pay for its leveraged 
buyout of RJR Nabisco, Pillai scooped up 
Nabisco's Asian operations. A series of 
complicated transactions in 1989 and 1990 
catapulted Pillai into the leading ranks of 
regional packaged-food companies. 

The agreement was that ^we would be 
equal equity participants," Johnson says. 
"We never put that down in a hard share- 
holder agreement but we didn't think that 
it was necessary." 

Wrong. Things started unravelling last 
year. Johnson says there were disagree- 
ments over strategy as well as some trans- 
actions that he questioned. "It obviously 
wasn't working," Johnson maintains. "Re- 
lationships had broken down." 

For his part, P'illai calls the falling-out 
with Johnson "an honest difference of 
opinion." But it is not only Johnson who 
Pillai has to worry about. He also has to 
contend with BSN, his partner in Britannia 
Brands (Holdings). This Singapore-based 
company manages Nabisco's former In- 
dian and Pakistani operations, which were 
bought for US$44 million, and the New 
Zealand and Southeast Asian operations, 
which were acquired for US$180 million. 

BSN is trying to sideline Pillai and ac- 
quire managerial control, according to 
sources. BSN is in the process of acquiring 
the shares of an investment group that con- 
trols 35.4% of Britannia Holdings — the 
Pillai-dominated vehicle that owns half of 
Britannia Brands — in a transaction valu- 
ing that company at US$120 million. 

This investment group includes Search, 
Asian Capital Partners, NM Rothschild, 
Suez Asia and Sopargi. BSN already owns 
1% of Britannia Holdings, while Britannia 
Industries Private — Pillai’s venture with 
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Johnson's group — owns the balance. 

The proposed transaction, which is ex- 
pected to be completed before the end of 
this year, will give institutional investors a 
60% return on an investment they made in 
August 1991. 

Pillai says that BSN initially offered to 
buy him out tor US$100 million and that 
BSN agreed to take the institutional inves- 
tors' stake only after he spurned BSN's of- 
fer. BSN "has expressed [its] desire to buy 
our shareholdings in various ventures," 
Pillai says. “Our attitude has been that our 
shares are not for sale." 

Pillai appears to be in a strong position 
to maintain managerial control of Britan- 
nia Brands. Even if BSN succeeds in boost- 
ing its share in Britannia Holdings, Pillai's 





FAR EASTERN ECONOMIC REVIEW 


€— share of the holds & company 
coupled with an agreement to give hir 
control of Britannia Brands, will make : 
difficult for BSN to dislodge him. 

Even if Pillai remains in charge, ana 
lysts believe he faces a difficult task in rais- 
ing the money to finance the expansion he 
plans and that he is likely to give up con- 
trol of some assets. 

That is because Pillai and his ventures 
face some big bills. Britannia Holdings will 
pay off almost US$140 million in debt from. 
the leveraged buyout over the next six 


years. Investment in the beverage and = 
snack venture in India with Coke will. < 
require investments of about US$20 mil- : 


lion. On top of that, Pillai's expansion plans...” 
call for an additional US$100 million in in- = 
vestments over the next five years, ee 

Pillai hopes that much of the money he 
needs can be raised in a public offering. He 
says he plans to take Britannia Industries — : 
public in 1994. TAM 

For now, Pillai is concentrating on rais 
ing the money to pay Johnson. But he also 
faces trouble in New Zealand, home of Bri- 
tannia Brands’ largest operating subsidiary. 
BSN paid off a NZ$55 million (US$30 mil- 
lion) loan, taken out by the New Zealand 
subsidiary in connection with the buyout. 
The loan was due in May and BSN is seek- 
ing to convert that payment into an addi- 
tional equity stake. 

Griffin, Britannia's New Zealand biscuit 
brand, dominates the New Zealand biscuit | 
market. Britannia estimates that net sales 
will dip to NZ$202 million this year from 
NZ$205 million last year. 

Pillars problems are a good illustration 
of what happens when a hard-charging 
entrepreneur tries to do too much at once. 
"Basically, it seems that Rajan bit off more 
than he could chew," says an institutional 
investor. u 
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As one of Asia's leading hotels, 
Omni Hotels Asia-Pacific 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 
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on Asia. The 
Far Eastern Economic Review. 
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BANKING 


Out of the loop 


Japanese finance becoming harder to supervise 


By Anthony Rowley in Hongkong 





anks worldwide are being bypassed 
as providers of direct financing to 
business, so they are taking bigger 
risks by financing deals off their balance 
sheets to compensate, according to a study 
by the IMF. Japanese banks have not yet 
been cut out of corporate or personal fi- 
nancial deals to the same degree as those 





| in the US — or even those in financially 
| more conservative Germany — but the 


trend is well established, the IMF says. 

The cause of the banks’ relative decline 
is, on the one hand, the increasing 
securitisation of corporate assets and, on 
the other, the widening availability of 
money market funds and other instru- 
ments as an alternative to bank deposits. 

These trends will con- 
tinue, says the IMF, as conti- 
nental Europe's financial B 
markets emulate the de- f 
regulating trends in New 
York, London and Tokyo; 
and they will bring increas- 
ing risks to the international 
financial system. 

Banks have turned to fi- 
nancing leveraged buy-outs 
and other highly leveraged 
financial transactions, as well 
as to what the IMF calls a 
“host of off-balance-sheet | 
commitments." They are f 
competing with futures ex- 
changes as counterparties to 
huge volumes of swaps and 
other hedging instruments. 

While these instruments "often reduce 
the end-user's exposure to risk, it has be- 
come increasingly difficult to assess fully 
the risk exposure of the entire consolidated 
balance sheet of financial institutions that 
are the counterparties of these instru- 
ments," the report says. 

Just how large these volumes are be- 
comes apparent in the IMF report. US 
wholesale banks alone were counterparties 
to swaps with a total value of US$1 trillion 
as at the end of 1991. That is four times the 
level at the end of 1987. 

The IMF goes on to say that the ever 
greater dependence of world securities 
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| markets and financial institutions on an 


uninterrupted supply of liquidity is a sec- 
ond source of systemic risk. Securitisation 
has led to the build-up of what it calls an 
"intricate network of short-term obliga- 
tions" linking brokers, dealers, banks and 
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Banks are used less 


Bank deposits as a 
proportion of corporate 
financial assets 
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other financial institutions via interbank 
and wholesale money markets. 

“The vulnerability arises because prob- 
lems at an already weak, but not yet insol- 
vent, institution can lead to a loss of access 
to money markets, which in turn can cast 
doubts on the solvency of the creditors of 
this institution. Without central bank sup- 
port and assurances, such incidents could 
pile up into a liquidity gridlock in the fi- 
nancial system,” says the IMF study. 

Banks’ ability to supply liquidity to in- 
ternational markets is currently impaired 
by constraints on their own capital and 
lending. This is especially the case for Ja- 
panese banks, which have dramatically re- 
duced their exposure to international inter- 
bank markets over the past year. 

While the capital adequacy require- 


Bank loans as a 
proportion of 
corporate liabilities 
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ments mandated by the Bank for Interna- 
tional Settlements (BIS) for operation from 
1993 may have reduced on-balance-sheet 
risks for banks, those risks off the balance 
sheet have continued to mount. 

No convincing case for relaxing the BIS 
regulations has been made, because there 
is no clear evidence yet of a “credit 
crunch," says the IMF. But a recent paper 
by Albert Wojnilow er of First Boston Asset 
Management in New York identifies new 
factors which could feed into a credit 
crunch. He concludes that banks, anxious 
to strengthen their balance sheets, are find- 
ing it easier to reduce assets than to find 
new capital. 

But they are "calling in their soundest 
loans first, because the debtors can pay.’ 
Calling in weaker loans might trigger de- 
faults that would have to be charged 
against banks’ capital, he says. a 
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3 : t is E Monday morning, sometime after 
- 1995. As the haze lifts from the patch- 
. Work of commuter towns west of 
< Kuala Lumpur, the rush hour is just begin- 
ing. Up and down the 50-kilometre-long 
: Klang Valley, cars and buses offload. pas- 
* .sengers at dozens of new train stations. 
















minutes. 


fo-bumper traffic which once clogged 
“Kuala Lumpur's feeder roads has thinned. 
Where passengers once were deposited at 
-a single rail terminal in the city centre, they 
.. may now choose one of several peripheral 
Stations. And outside the stations, modern, 
air-conditioned buses are waiting to whisk 
commuters the final, short hop 3 3 
oS to the office. 
A pipe dream? For many 
p Malaysian Office workers who 
have to fight their way to their 
2. desks every morning, it might 
| s seem so. But this is the vision 
v behind the latest proposals to 
_ dispel Kuala Lumpur's traffic 
_ headaches. 
€ oc "We are aiming for door-to- 
_ door service," says a Malaysian 
|. infrastructure specialist who 
devised the plan's basic con- 
cept. “Tt will be possible to 
- leave your car in Port Klang [44 
- km from Kuala Lumpur] and 
_ ride all the way to your desti- 
|. nation in the capital.” 
Such bold ideas are going to 
“be essential if Malaysia is to 
prevent transport bottlenecks 
from crimping its economic 
growth. Already Kuala 
impur is showing signs of 
ming another Bangkok. 
nd with several showpiece events on the 
rizon — the 1998 Commonwealth 
ies, for one — the city needs to put on 
est face for foreign visitors. 
he transport blueprint is being drafted 
in. offshoot of Malaysia's state-owned 
[ alliyay T KTM (or R dd Tanah 
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rail transport orien an Kuala lu np pur ri E y 
. 1996. A key part of the plan involves hi 
 nessing an existing network of barely us 





- Thanks to the recently introduced express 
"trains, the ride into the capital takes just 20 | 


How different it all seems. The bumper- 





chases jer partt provisio fail « cars and 
buses that will be assembled in Malaysia, 


creating jobs and reducing the eventual 
bill: Sources close to the project estimate 


the cost of new stations and transport 


- equipment at a relatively modest M$2 bil- 


lion (US$800 million). 

While the plan has yet to be made pub- 
lic, it already has the blessing of the Malay- 
sian Government, according to information 
obtained by the Review. Details of the plan 
are now being finalised and. are expected 
to be announced by year-end. 

If the proposals succeed where others 
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have failed, they may point the way for 
planners elsewhere who are wrestling with 
similar problems. “We feel the solutions of 
Kuala Lumpur can be applied to other 
Asean countries,” says P. P. Abdul Razak, 
managing director of Relk, the KTM off- 
shoot. “The situation here is very different 
from Western countries,” adds John Harris, 
a consultant to Delcan, the Canadian part- 
ner in the scheme. “The best way to ap- 


proach it is to look at the resources and . . 
assets of existing transport operators in the — 


area." 









Kuala Lumpur rail routes 
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Toronto-based Delcan, KTM. and Relk — d chiefly the respo matbility of Delcan, a a trans- 





vate compa ny owned by cooperatives 


of KTM railway workers — signed a pre- 
- liminary agreement in July to cooperate in 


creating an integrated transport system. 
"Delcan and Relk are actually the man- 
agement contractors for the project,” says a 
source close to the negotiations. According 
to the source, the two companies will gen- 


| erate profits in the form of fees for arrang- 


ing financing, from jointly operating new 
stations with KTM (and possibly with other 
investors), and from managing other fea- 
tures of the scheme, such as pre-paid bus- 
rail passes. 

. The new rail stations will include com- 
mercial outlets that will produce profits to 
defray construction costs. KTM will receive 
an equity share in the stations in return for 
use of its rights of way, the source adds. 
The bus operators, while not being finan- 
cially involved with the three principals, 
have agreed to form a group that will coor- 
dinate services with those of the rail net- 
work. 

Behind the main participants stand the 
Malaysian and Canadian governments. 
The idea of using Canadian expertise is 
believed to have originated in discussions 


between Prime Minister Datuk Seri Ma- 


hathir Mohamad and Canadian 
Prime Minister Brian Mulroney. 
Sources say the strong friend- 
ship between the two men re- 
sulted in Ottawa offering Cana- 
dian — railway-engineering 
knowhow and financial back- 
ing for the project. The latter 

will include some form of soft 
financing. 

Further discussions were 
held when Canada's minister of 
industry, science and technol- 
ogy, Michael Wilson, visited 
Malaysia in early September. 

A significant feature of the 
 project.is that it allows existing 
transport operators to maintain 

their autonomy. Equipment 
purchases will remain the. re- 
sponsibility of KTM and the bus 
companies, though Relk and 
Delcan will arrange local- and 
foreign-bank financing if re- 
quested. 

While Canadian companies 
like Bombardier, a world leader in rolling 
stock, can hope to win orders for the 
project, there is no formal stipulation that 
KTM need buy Canadian equipment. The 
source close to the project says the only 
agreement so far is that local and foreign 
companies will each receive roughly 509; 
by value of the contracts awarded. If coun- 
ter-trade arrangements to be provided by 
the Canadians are fully utilised, however, 
the Malaysian percentage may rise, the 
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Source says. 


Design of the integrated system is 





The latest cut in the Bundesbank 
interestrates. Aspastexperience has 


interest rate tends to come under pressure 


of a cyclical upswing. 

Opinions as to the dollar's "proper" level 
differ as widely as those regarding the 
“adequate” level of bond rates. What is 
- proper and adequate depends chiefly on the 
specific circumstances. This is a question 
that can best be answered by the market, 

~- For interest rates, however, there is a bench- 


mark: the central bank's key rates. Neverthe- 


less, the question may arise from time to 
time as to whether the benchmark is right: Is 
the level of interest rates compatible with 
the economic environment? 

Even a look back on the period of high 
interest rates in the late. 1970s/early 1980s 
does not provide much of a clue, as the 
latest developments in the financial 
markets bear little resemblance to past 
events, While the 1980s presented a uniform 
picture, i. e., interest rates were at a record 
level and the economies were at the bottom 
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uj ; Local authorities 
A Ga. Federal states 

H IEEE Federal Government 
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ical author ities merely had to raise a good DM 40 billion on the 
capita i jarket to: Cover i their deficits in 1986, the 1992 deficit will probably be twice as high. The 
sums borrowed in the capital market by independent government agencies (e, g., German Unity 
Fund, Treuhandanstalt), whose debt in guaranteed by the Federal Government, have to be added 
to this amount. The incredse in publie borrowing is to due to two main causes: German 
unification and lower tax revenue. The goverüment's finances will remain strained in 1995, The 







4 per cent; for short-term investments it isas high asó per cent, Past > 
1 that the real interest rate tends to come under pressure in the — 
ses of an economic upswing, This was the case in 1982, when the real. o 
Sore | yield to ten-year bonds dropped from 


4.7 percentto 3.3 percent ant that on short 
term investments from 7 per cent to 2 per 
cent, and in 1975, when the real vield from 
these maturity categories fell; respectively, 
from 4.4 per cent to 1.8 per cent and from 
5.5 per.cent to below zero. 

The expectation that the world economy 
will pull out of the trough and show clear 
signs of an upswing is encouraged bv the 
cooling in inflation, both nationally and 
internationally. And there is no serious 
threat of inflationary pressures building up 
again in the foreseeable future, although 
the one-point increase in the value-added 
tax in early 1993 could bring a setback, at 
least a temporary one, Since the month of 
July, the rate of inflation has retreated into 
the three-per-cent range, from 4.8 per cent 
in spring. An extrapolation of the current 
trend makes it seem likely that inflation will 











of the trough, ther current situation is a 
much more diverse one: Germany and the 
EMS countries have comparatively high 
interest rates compared to the state of their economies (recession in Britain and Ttaly; 
noticeable cooling in the other countries); US rates are at à multi-year iow, but there are 
no signs of a recovery. A similar contrast also exists in Japan and Canada. It is therefore 
not possible to compare the present situation with that prevailing in the early 1980s. 


economy has. lost momentum faster than expected, 
infrastructural investments in eastern Germany will keep government expenditures at a high level. 





bounce back to 4 per cent in January 1993, 
but it can be expected to ease again there- 
after: In the first quarter of the previous 
year, an above-average rise had been noted; the base effect will thus lead to lower 
inflation rates next spring. 

The real interest rate is therefore unlikely to shrink perceptibly in the next six months, 
This quite apart from the fact that, as we know from past experience, investors tend to 


at the same time, the necessary 


- tone down their expectations regarding the inflation-adjusted return on their invest- 


The D-mark's anchor. role 
The reaction of the markets was highly vehement: As a result of the turbulences, the 
EMS's fixed-rate system, which had fought shy of parity adjustments for more than five 
- fear; come unstuck. Italy and Britain pulled their currencies out of the EMS's 
“exchange-rate mechanism until further notice, and the Spanish peseta was devalued. 
But we have not vet seen the “grand finale": a general reshuffle of parties within the 
system, To pour oil onthe troubled waters, the Bundesbank lowered the discount rate 
from 8°/, per cent to 8'/, per cent and the Lombard rate from 9°4 per cent to 9 /: per 
cent, thus bearing in mind the D-mark' s anchor role in the EMS. Previously the Bundes- 
bank had swum against the stream, largely undeterred by foreign criticism. While the 
central banks in the United States and Japan cur their interest rates in order to stimulate 
economic growth, the Bundesbank, focusing on Germany's domestic situation, gave 
top priority to price stability. As worldwide growth lost steam, other countries had 
difficulty following in the Bundesbank’s footsteps. The recent events have, however, 


driven home the point that German monetary policy cannot cut itself off from and Capital Markets Report. 
the international mainstream. Frankfurt will remain the interest-rate leader, 
. atleast in Europe, but in contrast to the past two years it will now have / Name 
to lead rates on a downward path. / Company i 
th. 


Optimistic expectations regarding interest rates can also be derived 
from the high real interest rate. Even after the latest rise in 
bond prices, the real vield on ten-vear securities is still 











ments when prices remain stable (and interest rates decline), This means that the yield 
on ten-vear public bonds could range between 7 '/. per cent and 7'4 per cent in the | 
remaining months of the year. This would, after all, be as much as 100 basis points 
less than in the same period of the previous vear. 
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port-engineering company, that has previ- 
ously worked on bus and rail systems in 
Hongkong, Taipei and Jakarta. 

Its main partner, Relk, was originally a 
private-sector joint venture between KTM 
and its staff cooperatives. It was set up in 
1986 at a time when privatisation of the 
state rail corporation was being publicly 
discussed for the first time. KTM subse- 
quently divested its interest in the venture, 
but many of its former executives still work 
for Relk. The company supplies equipment 
and spare parts to KTM. It is also involved 
in fast food through a tie-up with A & W 
Malaysia, many of whose outlets are in 
KTM stations. 

The employee cooperatives which now 
own Relk have cash reserves of M$30 mil- 
lion, mostly representing savings contri- 
buted by KTM employees. The company 
posted turnover of M$7.4 million in 1991. 
While executives decline to disclose its 
earnings, they say the company is profit- 
able and has paid annual dividends of 10% 
for the past seven years. 

KTM, while still 100% state-owned, was 
"corporatised" on 1 August and is ear- 
marked for eventual privatisation. 
Founded 100 years ago, it has 8,000 staff, 
maintains 2,000 km of track in peninsular 
Malaysia and owns 8,000 hectares of land 
in Malaysia and Singapore. It posted accu- 
mulated losses of M$665 million at the end 
of 1989. In the following 12 months, how- 
ever, it registered its largest-ever operating 
profit, M$11.6 million. Revenue was not 
disclosed. 

Detailed proposals in the transport 
blueprint include: 
> Construction of an inner-city rail net- 
work in Kuala Lumpur on KTM-owned 
tracks that date back to the capital's tin- 
mining heyday. New stations will be built 
in the city and in the Klang Valley. 

»> Formation of a group of eight major bus 
operators serving Kuala Lumpur and the 
surrounding area. Together, they operate 
more than 1,500 buses. Routes will be ex- 
panded to serve the new stations, encour- 
aging commuters to leave their cars at 
home. 

> Upgrading of bus-rail services to carry 
about 1 million passengers daily. Trains 
will run every 10 minutes and will be able 
to transport at least 75,000 passengers an 
hour in each direction. Buses may carry a 
similar number, depending on the extent 
to which routes and timetables are 
changed. 

»> Introduction of pre-paid “smart cards" 
that will be usable on both trains and 
buses. 

> Construction of combined bus-rail sta- 
tions incorporating shops, restaurants and 
entertainment centres that will generate 
income for Relk, Delcan and KTM. 

It is intended that local companies, pos- 
sibly including Hicom, Malaysia's state- 
backed heavy industrial consortium, will 
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Driven to 
cooperate 


At the workshops of the K. L. Klang & 
Port Swettenham Omnibus Co., a daily 
ritual is in progress. “3-1-4-2-0-la! Four 
pieces! 3-7-1-0-3-la! Three pieces!” the 
woman clerk intones into the telephone. 
Half a kilometre away, it is easy to see 
why K. L. Klang needs a constant stream 
of ir ddl ponts to keep its buses hum- 
ming: on the federal highway that 


connects Kuala Lumpur with points 
north is grinding forward at a snail's 
ce. 
n The jams extend in both directions. 
They have worsened over the past five 
years as a record 1.5 million cars swell 
the nation’s roads. One- to two-hour de- 
lays are common, exacting a high toll in 
human frustration, business inefficiency 





Yee Kee: transport togetherness. 


— and accelerated wear and tear for K. 
L. Klang's engines. 

Little wonder, then, that the com- 
pany's general manager, Yee Kee, is en- 
thusiastic about the latest proposals to 
improve the capital's transport system. 
"For the first time in history, the bus 
and rail operators are sitting down to- 
gether!” he exclaims above the rumble 
of diesel engines in the motor pool. 

Infighting among transport opera- 
tors has long hampered attempts to pro- 
duce an efficient rail and bus network 
that would encourage motorists to leave 
their cars at home. 

“Fighting is not going to get us any- 
where,” says Yee. The 43-year-old Lon- 
don-trained engineer adds: “Traffic is 
our biggest problem and the Common- 
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wealth Games are only a few years 
away.” 

K. L. Klang has more than 500 em- 
ployees and a fleet of 130 buses, mostly 
made by Hino of Japan and Volvo of 
Sweden. The distinctive red and white 
vehicles carry about 60,000 passengers 
a day along a meandering network of 
routes stretching from the capital to Port 
Klang (formerly Port Swettenham), 44 
km to the west. The company posted 
turnover of M$25 million (US$10 mil- 
lion) for the year ended in June, un- 
changed from the previous year. While 
it declines to state its profit figures, it is 
widely believed to be one of the most 
successful in Kuala Lumpur. 

Like most of the capital’s big bus 
companies, K. L. Klang was founded in 
1937. That was the year in which the 
British colonial authorities replaced a 
hodgepodge of “mosquito” buses and 
hire cars (some of whose drivers fought 
with jungle knives to carry passengers) 
with a system of demarcated bus routes 
and regular fares. Despite some im- 
provements since then, however, Kuala 
Lumpur's bus system has remained be- 
devilled by inter-company rivalries and 
old vehicles that offer little in the way 


. of passenger comforts. 


Yee, for one, believes it is high time 


. the local transport industry moved into 


the modern era. After meeting officials 
of both Relk and Delcan, he is enthusi- 
astic about their plan to bring the two 
halves of the system — bus and rail — 
together. In particular, he notes, the pro- 
posal that foreign-designed buses 
should be locally assembled will help 
bus operators overcome financial obsta- 
cles to upgrading their fleets. 

Import permits for foreign buses are 
currently difficult to obtain, and duties 
can run as high as 45% when all charges 
are factored in. | 

Another problem hampering capital — 
investment is low fares. The govern- 
ment-regulated fare structure ae cut 
companies’ profits, thus reducing their 
ability to buy new vehicles. 

According to a recent study by the 
Pan Malayan Road Transport Operators 
Association, which represents all bus 
operators in Peninsular Malaysia, the 
average bus fare for a 6 km journey in 
Kuala Lumpur is 50 Malaysian cents, 
compared with 70 M cents in Hong- 
kong, M$1.10 in Singapore and M$7.00 
in London. “The fares are too low if you 
want the bus service to improve,” 
warns an association member. 

A dramatic rise in prices may be 
avoided, however, if the government 
backs the current proposal. 

m Doug Tsuruoka 
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assemble buses from for- 
eign parts, thus bringing 
down the cost. 

The mass transit plan 
would dovetail with 
other transport projects 
currently under way. 
One of these is KTM's 
construction of a second 
track between Rawang, 
north of Kuala Lumpur, 
and Seremban, south of 
the city. This is due to be 
completed by 1993-94 at 
a cost of M$1 billion. 
Currently, the 160-km 
route is served by a sin- 
gle track. 

Better transport serv- 
ices will also be needed 
to serve the M$20 billion 
international airport 
planned at Sepang, 40 km south of Kuala 
Lumpur. The government wants to have 
the airport open by 1998, when Kuala 
Lumpur is due to host the Commonwealth 
Games. 

One of the mass transit scheme's early 
successes has been to bring the city's often 
squabbling bus companies together. In ad- 
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dition to the eight major 
operators, talks will also 
be held with the 200 
firms that run the city's 
700 minibuses. The aim 
is to create a unified sys- 
tem in which big and 
small bus operators can 
make collective decisions 
while maintaining their 
separate identities. 
Commercial rivalries, 
however, are only one of 
the problems that have 
frustrated past efforts to 
resolve Kuala Lumpur's 
traffic problems. A pri- 
vately sponsored light- 
rail system and a 
“Metrolink” suburban 
rail car project have been 
floated in recent years, 
but have been delayed indefinitely by fi- 
nancing problems. Other large-scale trans- 
port plans have fallen prey to political in- 
fighting among government departments. 
One long-stalled scheme could get a 
new chance, however, if the Relk-Delcan 
scheme goes ahead. According to the 
source close to the project, Relk officials 
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Donors turned off 


Mongolias aid honeymoon is over 


By Peter Hannam in Ulan Bator 


ow many Mongolians does it take 
H to change a light bulb?" asks a rid- 

dle doing the rounds of Mongo- 
lia’s tiny foreign community. “None,” the 
answer goes. "Donor countries will do it 
for them." 

Indeed, hardly a day passes without the 
country's newspapers trumpeting the lat- 
est foreign-aid project — from Japanese 
textbooks printed in the Uighur script to a 
Danish-funded study of the education 
needs of nomadic herdswomen. The 
unusually high level of loan and grant 
pledges from donor countries totals about 
US$300 for each of the 2.2 million 
Mongolians. 

But foreign support is beginning to 
waver. Much of the foreign aid was in re- 
sponse to Mongolia's bold efforts to intro- 
duce democratic and market reforms to 
transform what was until 1990 the world's 
second-oldest communist country after the 
former Soviet Union. Two elections have 
helped to cement democracy, but Mongo- 
lia's patchy implementation of market re- 
forms has frustrated donors. 
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The strongest indication of donor impa- 
tience came in August, when the IMF halted 
its standby credit to Mongolia because of 
the country's failure to meet conditions. 
The government's loose monetary policy 
gets most of the blame for the breach of 
guidelines. The government, for example, 
overshot its June limit for currency issues 
by 10% and its target for net 
flows of central bank credit to 
commercial banks by Tugriks 
2.3 billion (US$57.5 million). 

In addition, loans to state 
and private enterprises in the 
first nine months of the year 
ballooned almost 60% from a 
year earlier to Tugriks 20 
billion. The credit expansion 
helped to push the annual- 
ised inflation rate in the pe- 
riod to almost 250%. 

For some donors, the IMF 
lending freeze was long over- 
due. "Mongolia has failed to 
meet its [economic] targets," 
a multilateral aid officials 
says, "and in our view, [Mon- 
golian officials] don't realise 


FAR EASTERN ECONOMIC REVIEW 


Inflation of 250% hits Mongolian consumers. 


have held discussions with Rofithah 
Hashim, head of Sitra, a local consortium 
which is backing proposals to build a 
monorail service in the city's central shop- 
ping district (REVIEW, 26 Sept. '91). These 
talks could lead to the monorail being in- 
corporated into the overall transport plan 
— à move that would considerably im- 
prove its financial outlook. 

Because the Relk-Delcan scheme has yet 
to be publicly announced, there has been 
little independent assessment of its merits. 
However, transport analyst Chong Tek 
Min, executive director of the Kuala 
Lumpur-based Chartered Institute of 
Transport, believes the plan may not go far 
enough. “If there is going to be any mass 
transit system, you must provide for cheap 
parking and easy access to the train sta- 
tions," he says. “Unless we settle this prob- 
lem, we could have the best rail system in 
the world and nobody will use it." 

A compelling argument for the project, 
though, is its low price tag. "Others have 
failed because of the sheer cost of getting 
the right of way," says Relk chairman Dato’ 
Ahmad Badri Mohamad Basir. "The major 
strength of this project is that the signifi- 
cant capital investment has already been 
made in the form of existing rails." a 


these are serious demands.” 

The IMr’s postponement of two parts of 
the standby facility totalling SDR 8.8 mil- 
lion (US$12.6 million) triggered a halt in 
US$25 million of loans from the World 
Bank and the Asian Development Bank 
(ADB). The World Bank and ADB loans were 
dependent on Mongolia remaining in good 
standing with the IMF. 

The funds will remain blocked until 
Mongolia meets economic targets being 
formulated for the end of 1992 by the IMF. 
Some bilateral donors are also assessing if 
their aid flows are affected. 

The IMF lending freeze comes at a diffi- 
cult time for Prime Minister Puntsagiin 
Jasrai. Elected in June, Jasrai has only re- 
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> programme. —— 
Men officials told dongs S at- 
tended a 14-15 October conference in Ulan 
Bator that the country would need more 
economic support to get it through the 
winter. But to the annoyance of many do- 
nors, the IMF loan freeze was barely raised 
at the meeting, supposedly because of its 
sensitive nature. 
_ “Here was the perfect opportunity to 
: discuss where the Mongolians went wrong 
and. how they can avoid mistakes in the 
future," an economist says. Observers 
point out that the German delegation was 
not even informed of the IMF's action be- 
-fore the conference. 
= Donors, however, were reminded at the 
... conference that the Mongolian economy is 
_ in steep decline despite receiving foreign- 
-said injections topping US$150 million in 
>the past year alone. In the first nine months 
«e. Of this year, industrial output fell 17.9% 
- — from a year earlier to Tugriks 7.8 billion. 
x But to its credit, the government has 
taken steps to convince the IMF and donors 
of its commitment to market reforms. At 
the start of October, most state-controlled 
...- prices were raised sharply, with the prices 
of some grades of flour increased five-fold. 
s Bank interest rates were also lifted, with 
. . monthly rates jumping to between 6-10% 
| from between 3-49, 
: Less convincing, however, were the 
«government's efforts at the conference to 
55 solicit aid. Donors at the aid conference 
heard that Mongolia, which has virtually 
no hard-currency reserves, is struggling to 
satisfy critical import needs, particularly oil 
products from Russia. Officials said Mon- 
< -golia cannot pay for the US$50 milion in 
-. fuel imports it needs to March 1993. Oil is 
one area without donor support. 
^^ Without diesel, coal cannot be delivered 
. to Mongolia's power plants, putting the 
country’s energy system in danger of shut- 
“ting down. Coal stocks are already down 
-25% from last year's levels. 
^ - Mindful of how close the country came 
to running out of coal last year, some em- 
bassies are preparing evacuation plans for 
their nationals. Domestic flights have al- 
ready been grounded for three times this 
ear because of a lack of aviation fuel. 
Despite Mongolia's serious economic 
oblems, the poorly argued appeal of 




















{ongolian officials at the aid conference | 


only succeeded in further denting donor 
confidence. "Dasicallv, the way the prob- 
lems were portrayed, nobody would want 
to touch them," a diplomat says. 
^ Mongolians have accepted the latest 
blows to their living. standards with little 
protest, despite rising homelessness, mal- 
. nutrition and unemployment. But just how 
. much donor sympathy has been hurt will 
be tested. in the coming winter months as 
government appeals for help. rise as the 
temperature plummets. | E 
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t might be bad news for those who - 


do not like getting stuck in Bangkok's 
worsening traffic jams, but it is a 
good indicator for the Thai economy. 


In the first eight months of 1992, new vehi- 


cle sales in Thailand increased 19% from a 
year earlier to 222,540 units. Sales of new 
passenger cars, which jumped 60%, ac- 
counted for nearly one third of the total. 

Economists say vehicle sales are a clear 
indicator of consumer confidence in the 
Thai economy and the continuing buying 
power of the country's growing middle 
class. Vehicle sales as well as other indica- 
tors also show that a turnaround in the 
mood of consumers began long before the 
13 September election. The installation of a 
new government led by new Prime Minis- 
ter Chuan Leekpai has bolstered confi- 
dence in the economy. 

Imports in the first eight months of this 
year rose 2.6% from a year earlier to Baht 
678.2 billion (US$26.9 million), while ex- 





“Quarterly 
average 





ports increased 15.2% to Baht 535.2 billion. 
GDP growth in 1992 is estimated at about 
8%, virtually unchanged on the previous 
year. 

Increased bank lending is further evi- 
dence that confidence in the economy has 
improved this year. In the first seven 
months of this year, cumulative bank lend- 
ing from 15 commercial banks increased 
an annualised 20% to Baht 1.9 trillion. 

A government survey of department 
stores showed that sales in the first half of 
this year increased 4.1% from a year ear- 
lier, and the stores report a quickening of 
sales in the third quarter. Analysts point 
out that revenue in the retail sector had 


been reduced by competitive price-cutting _ 
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after four years of steady price increases. 
In the first eight months of this year, 

growth in consumer prices slowed to a 5.1% 

annualised rate from 5.7% a year earlier, 


according to the Bank of Thailand, the cen- 


tral bank. Economists project that by Janu- 
ary, annualised consumer-price growth will 
be less than 5%. They expect an even lower 
growth rate for producer prices. Indices for 
producer prices in various categories are 
growing at a rate of less than 4%. 

Further, national accounts are in good 
shape, though the balance of payments is 
not sporting the surplus it did a year ago. 
In the first seven months of this year, the 
current-account deficit narrowed to Baht 97 
billion from Baht 148 billion a year earlier. 

The balance-of-payments surplus, how- 
ever, narrowed sharply in the first seven 
months of this year to Baht 30 billion from 
Baht 72 billion a year ago. The outflow of 
portfolio investment because of the politi- 
cal tumult between March and May attrib- 
uted to the narrowing surplus as did stag- 
nant growth in direct investment. 

The resurgence of confidence in the 
economy is expected to result in an expan- 
sion of the balance-of-payments surplus in 
the third quarter. The Bank of Thailand re- 
ported a surge in incoming capital in Sep- 
tember. As a result, the capital inflow in 
the third quarter of this year was Baht 57.5 
billion. In the first half, the capital inflow 
totalled just Baht 85.1 billion. 

Much of this new capital went towards 
portfolio investment, and stockbrokers say 
it continued to come in strong through the 
first half of October. As a result, most ana- 
lysts and economists are focusing on how 
direct investment in Thailand may develop 
in the long term. 

The government's private-investment 
index, which measures construction indi- 
cators, private-equity inflows and machin- 
ery imports, has fallen below 100, a level of 
investment that is considered normal and 
healthy. The index had risen to 134 in Janu- 
ary 199]. It dropped to 109 in January 1992 
and to 93 in June, indicating a less-than- 
healthy level of investment. 

Nonetheless, imports in the past two 
years have been oriented towards direct 
investment rather than private consump- 
tion. As a result, some analysts believe in- 
vestment trends are still positive. 

In the first half of this year, capital 
goods accounted for 41% of imports, while 
intermediate products and raw materials 
accounted for 32%. Consumer products 


along with vehicles and parts accounted 


for 15.496. m Paul Handley 
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By x By Jonathan Karp in Zhaoqing, 
-Guangdong province 
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herever Hongkong businessman 
Anders Chan goes in the Pearl 
River Delta city of Zhaoqing 





CCS these days, he is tailed by a van and cam- 


era crew on the orders of the communist 
party. That's fine, because this is not the 
Public Security Bureau but a television 


_ crew, lionising him and the party for their 
(7 US$100 million investment in a once-hated 
“symbol of the bourgeoisie — a golf com- 


plex. 
Golf in China is becoming big business 


| — and a potent symbol of the speed and 
- extent of the country's reforms. There are 


plans to build approximately 22 courses, 
more than trebling the existing number. 


d "Investment exceeding US$500 million is 
+- hoped for, most of it from foreigners. 


The enthusiasm of local cadres knows 


-few bounds, and there is scarcely a nod to 
the boom-and-bust cycle that has dogged 


golf developments elsewhere in Asia. 
"Zhaoqing has been sleeping for 1,000 
years; now it is waking up," says Chan as 


his chauffeured car makes its way to his 
hotel against the flow of traffic in the bicy- 
cle lane. Like the guaranteed television cov- 


erage, this shortcut is one of the benefits of 
forming a joint venture with the govern- 


ment. 


|. With Chan's help, the city of 5.6 million 
plans to develop 324 hectares of paddies 


and woods to market itself as a leisure des- 


tination and to lure money from regional 
capital Canton, 100 kilometres away. A 
five-year plan envisages the centrepiece 
being a 54-hole golf course of iniemational 


Greens for the Reds 


China discovers the golfing boom 


standard, replete with marble distance 
markers on the fairways and attractive 
women caddies. 

“Before China opened up, our leaders 
said: ‘Work, work and no play, people 
want to play as well,” says Leung Shan, 
who left his job as director of a govern- 
ment-owned factory to become deputy 
general manager of Chan's Zhaoqing Golf 
& Development Co. 

According to the China Golf Associa- 
tion, there are now nine-and-a-half courses 
in the country — a nine-hole course in the 
Peking area accounting for the half. Only 
one of these is Chinese-owned. Four lie 
within a few hours of the primary Hong- 
kong market and offer cheaper alternatives 
to the colony’s clubs: Zhongshan and 
Zhuhai both have courses, and there are 
two in the border town of Shenzhen. Green 
fees for 18 holes during the week in Hong- 
kong are about US$140, compared with 


Proposed golf courses 





Shenzhen 
| Hongkong 
l- Macau 


TAIWAN 


-Beihai 
Zhuhai- 


Sano OONIH 





on the Arnold Palmer-designed 
e in Zhongshan. 





| ees A Of the courses planned, most are in the 
| south either in Fujian province, to cater for 


Taiwanese investors, or in Guangdong 


province along the new superhighway that 


will link Hongkong and Macau with Can- 
ton. A handful of the courses are already 
under construction for opening before the 
end of 1993, and championship golfers Jack 
Nicklaus, Greg Norman and Gary Player 
are all working on designs. 

Some of Asia's most famous tycoons 
have been drawn into the market. A com- 
pany backed by Stanlev Ho, Macau's gam- 
bling and tourism king, has signed a joint 
venture to build a US$100 million 18-hole 
golf course and hotel complex in a public 
park on the northern edge of Canton, a 
two-and-a-half-hour train ride from Hong- 
kong. 

Hongkong-based Malaysian hotel, trad- 
ing and property magnate Robert Kuok is 
to build a golf course and hotel in the port 
city of Beihai in Guangxi province, and Li 
Ka-shing, who heads a Hongkong prop- 
erty and trading conglomerate, is said to 
be considering a golf course/residential 
project somewhere in the south. 

From China's point of view, it is all grist 
to the mill of economic development, and 
serves its goals of enhancing tourism and 
redirecting property development away 
from the overheating residential market. 
However, not everyone is convinced the 
combined demand from locals and from 
foreigners will be enough to sustain Chi- 
na's plans. 

Hongkong Resorts International, which 
built a course on the colony's Lantau Is- 
land, recently dropped out of a project to 
build a course in Hangzhou in Zhejiang 
province, citing high land costs and poor 
market potential. 

"Too many of these projects are 
targeted for an international market instead 
of a domestic market," says Robert Stiles of 
the consulting firm Horwath Asia Pacific. 
He acknowledges it will take time for local 
demand to rise, but savs, "A golf course 
could be used as the core of a larger, 
longer-term project, as a land bank which 
developers sit on until demand rises to 
support the development of homes." 

Kenneth Creighton, deputy managing 
director of Club Corp. of Asia Interna- 
tional, a leading private club developer 
backed by Stanley Ho, says: "There are 
three L’s in the hospitality business — lo- 
cation, location, location." 

90 until an airport is built in a few years’ 


time, will golfers travel four hours by ferry 


to Zhaoqing from Hongkong, and even 
longer by train via Canton? 

The joint-venture partners believe so. 
Moreover, the local government sees the 
golf course as a catalyst for a 42-project 


. scheme to attract foreign investment. 


Zhaoqing deputy communist party secre- 
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onomics to carry out macroeconomic 
onomic analysis for economic and sector 
id to participate in preparation, appraisal and 

supervision missions for policy-based operations 
(experience in the management of reforms during 
the transition of planned economies to market 
economics is highly desired); 
* Financial Economics with specialization in 
areas such as international ee markets, banking 
structure, regulations and reform, or financial 
intermediation; 
e Regulatory Economics with focus on regula- 
tory economics or industrial organization and 
practical experience in enabling environment for 
private sector development (including economy- 
wide deregulation and competition framework), 
private sector provision of public services, and/or 
enterprise reform and privatization; and 
e Trade Economics with operational experience 
in trade and industrial policy issues (including 
experience in the use of modelling techniques to 
analyze 
trade/industry policy issues. 
SPECIALISTS with advanced degrees in 


relevant field of expertise and minimum of ten years 
of experience in one of the following: 

e Accounting with specific knowledge of, and 
experience in, the implementation of accounting 
and auditing systems at a national level and thor- 
ough understanding of international accounting 
principles and practices; 


* Banking with substantial experience in credit 
and treasury management or internal control to 
provide lead advice on banking services and 
institutional support needed to finance transitions 
to market economies. 


e Financial Sector with banking experience and 
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substantial involvement in credit and treasury 
management or internal control and/or senior level 
experience in the areas of financial sector reform 
and restructuring of banking systems; 

e Project Finance with leadership experience in 
arranging export credit financing or bank project 
financing for large projects (operational experience 
in commercial bank medium-term lending is 
desired); 

e Urban Finance with operational experience, 
inter alia, in public sector decentralization issues 
related to public finance, local government resource 
mobilization and expenditures efficiency; 


s Private Sector Development with proven 
ability to assess privatization issues and design 
appropriate solutions (practical experience in 
private sector provision of public services and 
enterprise reform is 

required); 

e Private Sector Investment with practical 
experience in the design of innovative corporate 
and investment finance instruments in an interna- 
tional context and in transactions-based finance for 
private investment; 


* Institutional Development with strong 
experience in the management of private sector 
institutions and in management consulting 
(particularly with private sector associations and/or 
for-profit service providers); 


e Public Sector Management with extensive 
practical experience in management of, or advice 
to, significant public entities or carrying out 
extensive research on public sector management 
issues, e.g. civil service reform, decentralization, 
public expenditure management and regulatory 
management; and | 

e Public Enterprise Management with 
extensive experience in conducting research on 
public enterprise reform, a strong record of 
publications, and practical knowledge of public 
enterprise issues. (providing advice 

to government officials). 


GENERAL REQU IREMENTS: Proven capacity for intellectual/operational leadership; experi- 
ence in development work; participation in or leadership of multi-disciplinary teams; excellent interpersonal, 
negotiation and diplomatic skills; excellent communication skills (oral and written); and proficiency in English 
(knowledge of one or more of the other working languages of the Bank is preferred). Private sector experience 


is desired. 


The Bank offers challenging opportunities in a multinational environment. Relocation and frequent interna- 
tional travel are required. Salary and benefits are internationally competitive. 


Interested candidates may FAX a detailed curriculum vitae to (202) 477-8834 or (202) 477-1831. 


Applications should be addressed to: 


The World Bank, Recruitment Division, PSD/CIS-DRIVE, Room 04145,1818 H Street, N.W., Washington, D.C. 20433, U.S.A. 


oe 
sees 


o v o Tr Ve e 
MER xs 
WU ee areas 


Ase 
MA 
RER 
Ve 
s 


Se 
ia 


x 
" Bes 








$ Pos » e " EP * 4 pD ' D ; g > B ej- VS. " 
2 E ' ^. I » = u . Š "d e 
, | te , ra E . d ! muy Li Li à - i 
; ^ E r "t. -— j cx erm, LS » 


tary Wu Jiafang says a number of investors 
have approached the city since the course 
was announced in September. Later that 
month, Hongkong Macau (Holdings) an- 
nounced a joint venture with the city gov- 
ernment for a HK$2.5 billion (US$320 mil- 
lion) residential and commercial complex. 
Hongkong Macau is part of the consortium 
which is buying the prestigious office block 
Nine Queens Road Central in Hongkong. 
In Anders Chan's favour is the speed 
with which he negotiated the venture and 
got it moving, helped by making Wu the 
venture's deputy chairman and naming 
communist party secretaries in four coun- 
ties as directors. Chan's CBI Investment 
holds an 88% stake, while the Zhaoqing 
government, represented by its North 
Mountain Development Corp., took a 12% 
holding in return for acquiring the land. 
The land was obtained in less than six 
months, and CBI's only land costs were 
about US$12 million to compensate dislo- 
cated farmers. Completion of the first 18 
holes, a clubhouse and a 30-room guest 
lodge will take another US$18 million. 
Chan's connections were facilitated by 
his wife, Helen Che — who recruited a 
cousin in Zhaoqing — and by his other 
Hongkong partner, Andrew Chow, former 
managing director of Tian An China In- 
vestments. Chow has maintained contacts 
in China despite several years of friction 
with his one-time mainland backers after 
he allegedly helped a Chinese official flee 


to the US after the June 1989 pro-demo- | 


cracy crackdown. 

"Government connections can lower the 
price, but you still have to have a market," 
Stiles cautions. Chan plans to market club 
memberships before selling villas, to build 
a Gary Player golf academy to draw play- 
ers during the week and to help train local 
talent. 


communist party. As part of the agree- 


ment, deputy secretary Wu is responsible | 


for drumming up the club's first 150 mem- 


His initial targets will be foreign joint 
ventures around the city and in Canton, 
but he is also eyeing Zhaoqing’s 3,800 pri- 
vate entrepreneurs. "They can afford it and 


And if Zhaoqing has been transformed | | i 30 
by the proposed golf course, so too has its — ^ 





understand that this is a symbol of status | 


in our society," he says. "They have done 


their research. They also know a golf | 


course is a good place for business and 


political discussions since there is no eaves- _ 


dropping." 

Chan expects to sell individual mem- 
berships for HK$250,000 and two-nominee 
corporate memberships for HK$550,000. By 
comparison, the Royal Hongkong Golf 
Club nominee memberships are worth at 
least HK55.4 million. The Zhaoging club's 
debentures are expected to fall prey to 





speculators, and Chan says he has already | 
turned down a Taiwanese businessman's | 
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request to buy 100 memberships. 

"It's better than buying real estate," says 
John Shih, a Hongkong-based Taiwanese 
shipping executive whose memberships in 
the Zhongshan and Macau clubs have ap- 
preciated dramatically. ^There are so many 
houses going up in China, but not that 
many golf courses." Shih tried to get a part 
of a tranche of US$25,000 memberships of 
the new Greg Norman-designed course in 
Xiamen but was too late. He plans to buy 
in the next tranche, at US$30,000 apiece. 

While some Chinese golf courses such 
as those in Fujian province may sell them- 
selves, few have had the benefit of a 


Zhaoqing-style media blitz. A three-part 
television series on golf and weekly up- 
dates on the early phases of construction 
have generated interest and pride in a city 
which built its first four-star hotel only this 
year. 

The government has also given semi- 
nars to appease displaced farmers. They 
appear to have succeeded. As one farmer 
watched a bulldozer level his former patch, 
he was asked whether he knew why. He 
broke into a grin and simulated a golf 
stroke with his hoe. "They're not worried," 
Chan says. "They know they can get better 
pay as caddies." e 
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Writing on the wall 


Japanese paper firms complacent about downturn 


By Jonathan Friedland in Tokyo 
T he Japan Paper Association is tuck- 











ed away in the back-alleys of 
Ningyocho, an old part of Tokyo 
where craftsmen sew kimonos and make 
wooden clogs. It is a fitting location for the 
headquarters of an industry that remains 
old-fashioned in its outlook and is finding 
itself hard-pressed to adapt to the crisis 
that envelops it. 
The problems facing Japan's 15 major 


_ paper producers are a litany of those that 


~ 


affect many other industries in the coun- 
try. Among their problems are huge over- 
capacity, high costs, stretched balance 
sheets and weak demand. 

“The pulp and paper industry has 
strangled itself despite [the excellent per- 
formance of] the Japanese economy,” says 
Takeo Aoyagi, an executive at Japan's big- 
gest paper maker Oji Paper. “Even if the 
Japanese economy was good, we would be 
in bad shape.” 
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paper in Japan 
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The state of the paper industry illus- 
trates the growing limitations of Japan's 
once-vaunted industrial strategy, where 
business and government moved jointly to 
adjust to imperatives. In the past, the Min- 
istry for International Trade and Industry 
(Miti) would step in to set matters right 
whenever the world’s second-largest paper 
industry hit the skids. Much of this help 
would usually came in the form of a tem- 
porary recession cartel to coordinate pro- 
duction cuts. Today, however, Miti feels 
impelled to stand aside. 

n Japan's trading partners, 

most notably the US, have 
argued that temporary cartels 
constitute a structural barrier 
to trade. And in the case of 
paper products, the clock is 
ticking on an April pledge by 
Tokyo to Washington in ef- 
fect to raise the foreign share 
of the Japanese market for 
paper board and printing pa- 
per to 10% of total sales by 
1997 from 3-4% in 1991. 

"In the past, there would 
have been a Miti-led cartel 
that would have restored 
prices,” a North American 
diplomat in Tokyo says. "But 
there is a recognition that this 
isn't appropriate any more." 

Technically, Miti promised in 1988 not 
to help form production cartels of any 
kind, but the ministry has recently been 
making informal efforts to persuade paper 
companies to make voluntary production 
cuts. These attempts have been largely ig- 
nored. 

"The industry's attitude is one of com- 
placency," says Caroline Stone, an analyst 
as Barclays de Zoete Wedd in Tokyo. "The 
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needed rationalisation is not taking place. 
The companies are waiting for a macroeco- 
nomic bailout which might not material- 

Although some paper companies have 
trimmed production by modest amounts, 
industry inventories are high, and a price 
war is raging. The latest report on that front 
is not promising. On 16 October, Sanyo 
Kokusaku Pulp and Mitsubishi Paper said 
it was not possible to raise domestic prices 
for a type of pulp used in most grades of 

aper. 

"The first thing that needs to be done is 
to get prices back to an appro- 
priate level," says Hirotaka 
Yasuzumi, section manager of 
Miti's paper, pulp and printing 
division. “It may seem that the 
Japanese paper companies are 
doing stupid things by selling 
more and making more losses, 
but it has been their nature for 
several years." 

Japan's paper companies 
can ill-afford to continue play- 
ing what Kleinwort Benson 
analyst Eric Gan calls their “ob- 
session with the market-share 
game.” Most of the 15-largest 
pulp and paper companies are 
sustaining heavy losses. Those 
companies managing to post 
attributable profits to their 
shareholders are doing so by 
selling assets. 

Takahiko Miyoshi, an executive in the 
corporate-planning department of Jujo Pa- 
per, points out that Miti is “welcoming 
mergers and encouraging the industry to 
do more, but the [trade talks with the US] 
mean that the restructuring has to be done 
by the companies themselves.” 

One loss-driven merger has already oc- 
curred. Last July, Japan’s third-largest pa- 
per company, Jujo Paper, agreed to merge 
with Sanyo Kokusaku Pulp, the fifth-larg- 
est, and form a new company to be called 
Nippon Paper. But Daishowa Paper, the 
industry's second-largest company and the 
one in the worst financial shape, is insist- 
ing on remaining independent and on ex- 
panding its stake in the depressed paper- 
board market. 

Analvsts trace the most recent crisis fac- 
ing paper makers to 1988, when Miti lifted 
a decade-long ban on capital investment 
by the industry. The ministry had imposed 
the ban after the paper business was 
thrown into disarray by the twin oil shocks 
of the 1970s. 

At that time, some small paper com- 
panies went bankrupt or were absorbed by 
healthier companies at Miti's urging. But 
unlike the cement and steel industries, 
where the ministry had engineered a simi- 
lar rationalisation in the 1980s, no domi- 
nant companies emerged. 

A still overcrowded market set the stage 
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for what happened next. Flush with cash 
from the boom-time 1980s, paper com- 
panies spent heavily on new plant and 
equipment in Japan and on acquiring mills 
and factories in the US, Canada and Aus- 
tralia. 

During this period, investment ran at 
double the rate of that in most other indus- 
tries. Pulp and paper makers spent Y4.6 tril- 
lion (US$38 billion) on plant and equip- 
ment in 1990, up from Y22 trillion in 1986. 

Domestic production capacity for high- 
grade paper alone increased 45% to 2.6 
million tonnes a year between 1988 and 





slow ike Sond aper: dectining domestic sales. 


1992. But this expansion far outstripped 
demand, which increased by about 20% 
over the same period. 

Moreover, just as the investment binge 
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got under way, the Bank of Japan, the cen- | 


tral bank, put the brakes on the economy. 
Domestic demand — which accounts for 

% of paper companies’ sales — began to 
collapse. The price war began, sending 
prices for certain grades of paper falling by 
as much as 30% just as the depreciation 
costs of the new machinery soared. Rates 
of capacity utilisation have slumped to an 
industry average of 74% from 94% in 1989. 

The industry's inability to practice self- 
restraint stems from the nature of the pa- 
per business in Japan. In such a capital- 
intensive industry, earnings are directly 
related to capacity utilisation. There are his- 
torical reasons, too, for the industry's big- 
ger-is-better mentality. 

Many of the major paper companies, 
such as Jujo and the fourth-largest pro- 
ducer, Honshu Paper, were born out of the 
post-World War II break-up of Oji Paper, 
which was part of the Mitsui zaibatsu. Miti 
has traditionally encouraged uninhibited 
growth by the former Oji satellites as a way 
of strengthening the industry against for- 
eign competition. 

“None of the companies in the paper 


industry are particularly well-managed or | 


good at making strategic decisions," 
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Barclays’ Stone says. “So many of them 
started out as bits of Oji and then they were 
told what to do all the time by Miti.” 

Oji commands roughly 12% of the do- 
mestic market, while the newly formed 
Nippon Paper will have a slightly larger 
share once the Jujo-Sanyo Kokusaku 
merger is completed in April 1993. Ana- 
lysts say Oji and Nippon Paper are un- 
likely to give way to one another in the 
interests of the industry as a whole. 

"The merger won't be enough to avert 
the price war," Jujo's Miyoshi says, "but 
we are hoping that it will help to stabilise 
the industry. . . Other than that, we don't 
have any plan for helping the industry to 
achieve a quick recovery." 

Analysts say that in the wake of the 
Nippon Paper merger, Oji is the only com- 
pany in the industry strong enough to 
absorb weaker competitors. But the Japan 
Fair Trade Commission, which is under- 
taking a study of competitive conditions in 
the industry, is likely to block any efforts 


by the firm to strengthen its market posi- 
tion. The last time Oji bought out a weaker 
rival — the 1989 takeover of Toyo Pulp — 
Miti prevailed on the commission to waive 
anti-trust restrictions. 

"There is a problem with Oji taking 
over another company,” Miti's Yasuzumi 
says. "In fact, there is a problem with any 
of the top three or four companies merging 
with others at this point." 

Another wild card to restoring price 
stability is Daishowa, whose honorary — 
but still active — chairman, Ryoei Saito, is 
known for his idiosyncratic decision- 
making. Daishowa, which in September 
had debt amounting to 4.5 times the value 
of its equity, "is the villain in the market," 
according to a brokerage analyst who 
says the company has been dumping 
paper both at home and overseas in 
order to maintain cash flow. In Japan, the 
average amount of debt for the paper 
industry amounts to 1.2 times the value of 
equity. 
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Guns for hire 


US investment bankers swarm to Hongkong 


By Henny Sender in Hongkong 


t lunchtime in Hongkong, Ameri- 
A can investment bankers gather at 
the American Club to dine their cli- 
ents and keep an eye on the competition. 
These days, the competition is heating up 
— and so is the gossip in the club's har- 
bour-front dining room. 

Top US investment banks are expand- 
ing rapidly in the colony, lured by enthusi- 
asm for the China market and Asia's bright 
growth prospects. In the process, Hong- 
kong has come to resemble Wall Street in a 
feeding frenzy. Spicy tales of deals won or 
lost, outrageous coups and dra-  , 
matic staff defections punctuate 
the lunch chat. 

"They go where the fish are 
jumping," says John Wilson, 
who, as a headhunter with 
Russell Reynolds Associates, is 
well placed to watch the influx 
of US bankers. In Asia, the fish 
are jumping just about any- 
where outside ailing Japan. 
Hongkong has become the 
home base for financial Swat 
teams who scour the region for 
corporate deals, from Indone- 
sian hinterlands to the con- 
gested streets of Bangkok. 

The build-up of Wall Street 
firms and the businesses they 
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are targeting say much about the way the 
financial landscape of Asia is changing. 
"Companies here are ready to be educated 
about financial opportunities," says Ranjan 
Marwah, president of Executive Access, an 
executive search firm based in Hongkong. 
"These are insider-only companies; family 
companies. They can't grow to interna- 
tional proportions" without outside advice. 

Raising money is no longer a matter of 
asking a group of bank lenders to quote 
their spread over Libor (the benchmark 
London interbank offered rate); it has be- 
come far more complicated. Forget straight 
debt. Now, it is de rigueur for financings 





Salomon dealing room: eyeing the China market. 
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Daishowa, however, appears to be in- 
sulated from failure or even a merger. Saito 
has been a major contributor to ruling Lib- 
eral Democratic Party politicians, includ- 
ing his younger brother, who is governor 
of Shizuoka prefecture. Further, analysts 
say most of Daishowa's Y465 billion debt is 
held by agricultural cooperatives. These 
cooperatives are unlikely to push Saito as 
hard as banks, as their health is effectively 
guaranteed by the quasi-official Norin- 
chukin, the banker to the agricultural co- 
operatives. 

Without further rationalisation that 
would involve a big cuts in paper capacity, 
analysts say that it will be several years 
before supply and demand is back in bal- 
ance. Paper sales in Japan have tended to 
outpace economic growth by about 1% an- 
nually. If this trend continues, Nomura 
Research Institute analyst Eiichi Katayama 
says, it will take at least four years of 4% 
annual economic growth to bring the in- 
dustry back to full capacity. a 


to involve derivatives to hedge currency 
movements, or swaps to shift between 
fixed and floating interest rates. 

For example, the quasi-American in- 
vestment house Credit Suisse First Boston 
raised US$110 million earlier this year for 
Hongkong-based New World Develop- 
ment with a zero-coupon bond that carried 
detachable equity warrants. Increasingly, 
equity offers, too, involve global deposi- 
tary receipts as well as issues in the local 
market. 

Moreover, the investor base for Asian 
deals has become broader. “Financial mar- 
kets are becoming more comfortable with 
project risk,” notes Howard Davidson, 
who jointly heads Salomon Brothers’ in- 
vestment-banking activities in the Asia- 
Pacific region. Salomon recently arranged 
a US private debt placement for Castle 
Peak Power, a Hongkong utility owned by 
Exxon of the US and locally based China 
Light & Power. 

The Americans are also benefiting from 
the travails of commercial 
banks in Tokyo, previously 
among the leaders in straight- 
debt financing. “The pullback 
of the Japanese banks has 
opened avenues for us,” says 
Thomas Jasper, Salomon's 
Asia-Pacific managing director. 

American firms are seeking 
out deals that require capital 
and global connections — two 
areas in which they believe they 
have a competitive advantage. 
"As the numbers get bigger, fi- 
nancial muscle counts for 
more," notes Wilson of head- 
hunters Russell Reynolds. 

The "situations vacant" 
signs are up in three principal 
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. approximately three quarters of a billion US dollars 
os under advice. Its long-term performance (1 April 
704981 - 51 July 1992), equivalent to a compound 


annual return of 22.6% net of all fees, has. 


z established MINT as one of the world's leading 
trading advisers. 

-< Currencies have made a significant con- 
-tribution to MINT's 11-year successful track record; 
in 1989 MINT implemented an expanded currency 
5 program using the Interbank FX markets as a com- 


ponent of its existing fully diversified funds, In the | 
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In the last six years we have won twenty-nine Our five and 

international awards. But no one could accuse us of six-course 

resting on our laurels. We have been constantly meals are 

looking at ways to improve our service. accompanied 

Today Emirates offers you levels of comfort other by a wine list 

airlines can only promise you in the future.We are that would 

the first airline in the world to fit every seat in all please any 

three classes with its own personal video system. connoisseur. 

This gives you a choice of up to six feature films. We already fly the youngest and most modern airline 
With a further four channels of sport, comedy, fleet in the world today. But five years ahead of 
current affairs, children's viewing and various schedule we have specified and ordered a new 
language programmes. We specify that our generation of Emirates airliners for use in the 
widebodied Airbus aircraft are fitted with far next century, the new wide-bodied Boeing 777. 
fewer seats than the manufacturer recommends Surely, all good reasons to fly Emirates in the 
in order to create more space for each of you. ! future. 
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-tured Bn. and equity research and 
sales. And as investment banks staff up for 
the anticipated boom, they are competing 
in the most familiar way — by offering 
ETE, 

= Bonuses for those who are as good at 
-raising cash for themselves as their clients 
-can easily amount to three times salary. 
Directors can cost anywhere from 
= 'US$350, 000 to US$850,000 a year (bonus 





included). A humble vice-president might - 


¿start at US$250,000. A managing director, 
-on the other hand, could be worth as much 
.as US$1.5 million. One US bank in Hong- 
- kong which lost an entire derivatives team 
-to a competitor was told that it would cost 

US$1 million a head to replace them. 

c "You have got to believe that these peo- 
“ple are managing for the short term," says 
the head of one firm who is trying to resist 

the trend. "They aren't looking at ex- 

penses." 
Certainly, the image of US investment 
bankers as hired guns is alive and well in 
Asia. Raiding each other's rosters has be- 
come the preferred method of recruitment. 
-One rookie analyst even leveraged himself 
“into a second firm before setting foot in the 

one that originally hired him. “All pioneer 
. markets are like this," says one headhunter. 

“Everything is done at the edge. This gold- 

rush behaviour goes with the territory.” 

The numbers are impressive: 

P» Goldman Sachs had about 50 profes- 





sionals in Hongkong a year ago. It has , 


since doubled the number (including re- 


search staff poached from Barings) and | 


plans to have 195 staff by the end of this 
year. 

»* J. P. Morgan has doubled its corporate 
finance staff, set up a structured-finance 


team, and is putting together an Asian eq- | l l A 
Pea Stanley has resurrected the ^V food multinationals seeking an export base: 
Hongkong equities unit it shut less than 


uities department. 


two years ago. 


M Salomon has just hired the head of | 


‘Barings’ Hongkong office, William Phillips, 


to give its equities drive credibility. It al- | 


. ready has about 100 staff in the region and 


_is hiring 20-30 more worldwide to support | 


dts latest thrust. 

. Also in demand are China experts. 

“Salomon scored something of a coup by 

hiring Pang Chung-min from the Bangkok 
regional office of the International Finance 
Corp. Pang was educated in Britain and 
worked for several years in China's Minis- 


try of Agriculture in Peking. For the most | 


| part, however, it is easier to poach from 
one's neighbours. Goldman recently took 
its China hand, Liu Erh-fei, from Morgan 
Stanley — which got him from Goldman 
in the first place. 
- Sofar, none of the American investment 
banks has clearly differentiated its strategy 


-from that of the rest of the pack, though. 


-some are more committed to particular 








—————Ó 


— 


ton, which was lead underwriter for Bril- 
liance Automotive, the first China-related 
company to list in New York. It also has to 
its credit an advisory mandate for Tenaga 
Nasional, the Malaysian power authority, 
and a Eurodollar offer for Philippine Long 
Distance Telephone. 

-. "The reason they have done well is be- 
cause they have built their business with 
Asians from the ground up," notes a 


banker from a rival firm. "You have to be 


an insider, you can't just fly people out 
from New York. They are the most 
Asianised." 

Others keep a wary eye out for I P. 
Morgan, which has several significant ad- 
visory assignments. Characteristically, it 
has been more cautious than some of its 
competitors. “They move slowly," notes 
one. "But it is always from a strong base. 
And they never withdraw." 

The US banks have raised the stakes for 
other competitors. The head of one British 
securities firm confesses privately that he 
cannot afford to take the Americans on; it 
has become too costly. The Japanese, mean- 
while, have been slow to realise that they 
can no longer depend on the Tokyo stock- 
market to support themselves. As a result, 
they are only now beginning to evolve a 
strategy for the rest of Asia. "We used to 
depend too heavily on commission income 
from Japan," confesses Ken Suzuki, man- 
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mark “he one that has won 
the ighes marks is Credit Suisse First Bos- 



























aging director of Nikko Securities 

In some cases, clients hie not 
well served by the jetsetters. In othe: 
markets have their own perils wl 
rebound ona bank. One recent issu 
did not go well was an offer that Go 
Sachs underwrote for Taiwa 
Steel. According to Goldman, 
tional offer was oversubscril 
domestic tranche was a disaster. Ban 
explain that in Taipei sub-underwriters 
wait to see how a deal fares before de 
ing whether to stump oe the cash fort 
allocation of shares. . a 

The amount of. money to 
always a contentious matter, es; 
the banker's fee depends on the si; 
offer. Many bankers routinely blam 
competitors for trying to propose unrealis- 
tically large sums to clients. In one cas 
however, a client is said to have doubk 
the agreed amount in a press release, de 
ing its bank to then turn it down. - 

But the big question is whether Asia s 
economic growth will provide enough 
business to keep all these bankers happy. 
Many of those now guiding their firms 
through this breathless expansion: have 
banker population is shrinking almost as 
rapidly as Hongkong's is swelling. They 
have seen it all before. Whether they . 
emerge smarter, as well as: chastened | 
by the Tokyo experience, remains to be 
seen. OOM 


Taste of Australia 


By — Rees in Canberra 


oof! Slurp! Dogfood and. green 
tea ice cream, manufactured in 
Australia, are going down big in 
Japan. Not only that, a flurry of activity in 





| the processed-foods industry Down Under 
| has analysts saying the world's largest food 


companies plan to use Australia and New 


| Zealand as springboards into Asia. 


Not all agree, but believers point by 
way of example to the fact that Japan now 
spends A$40 million (US$29 million) a year 
on the ice cream and A$53 million on 
Pedigree Chum pet food. H. J. Heinz, 
Campbell’s Soup and Philip Morris of the 
US, as well as Britain’s United Biscuits, are 
all making moves in Australasia. 

Heinz recently paid what was consid- 
ered an extraordinarily high price of A$428 
million to Australia’s Goodman Fielder 
Wattie for its food business in New Zea- 
land, and oe is trying to take con- 






trol of the long-established Australian bis- : 
cuit maker Arnotts. Rn. 
United Biscuits is said to be looking to 1 
buy the snack-food business of another : 
Australian company, Coca Cola Amatil, | 
and Philip Morris is listing on the Austral- ` 
ian stock exchange this month with great e 
fanfare. 
The break into the Japanese ice cream 
market was made by a wholly owned Aus- 
tralian firm, Peters (WA) Ltd, which estab- 
lished a A$38-million-a-year meat and 
dairy products export market in Asia when . 
it signed the ice cream contract a year ago. 
Uncle Ben's, a division of Mars that makes 
Chum, broke into the Japanese pet-food 
market from Australia 10 years ago. Sales 
were worth A$10 million by 1985 and leapt 
to A$53 million by 1991. 
According to Peters' chief executive, 
Graham Laitt, automation has helped Aus- 
tralian companies overcome two barrie 
to competitiveness — high labour costs. ang 
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an unskilled workforce. “Labour costs are 
small in automated factories and you can 
build in your quality controls," he says. 

Moreover, access to raw materials re- 
mains an important bonus. "We can take 
milk from farms in the morning and make 
the product that day," says Laitt. "Proxim- 
ity to primary product is important and 
nowhere else in the world can you estab- 
lish on such a scale as in Australia." 

Other factors are that storage costs in 
Australia remain cheap by comparison 
with Japan, Taiwan and South Korea; high 
hygiene standards are required by law; and 
both Australia and New Zealand are in the 
same time zone as their main markets. 

On the downside, some companies face 
trade barriers in the region. Queensland 
United Foods noted in its 1991 annual re- 
port: “The company now competes in vir- 
tually all overseas markets to which its 
products can gain access, though many of 
Australia’s major and most-talked-about 
trading partners continue to have barriers 
that effectively preclude the entry of our 
product.” 

The company exports milk, dairy pro- 
ducts and fruit juices to nine Asian and 
Pacific countries. Despite the problems, its 
sales in the past 12 months were A$20.3 
million, an increase of 14% over the previ- 
ous year. 

Analysts who believe they have spotted 
a trend say it is success stories like these 
that have attracted the multinationals. But 
the doubters, too, can find plenty of am- 
munition, and say there is nothing much 
unusual in the recent activity. 

Campbell's refuses to comment on its 


Soup for 
the masses 


"Mmm, Mmm, Good," the time-hon- 
oured jingle for Campbell's soups, will 
soon a as "Mmm, Mmm, Ho" in 
China's Guangdong province. US-based 
Campbell's, the world's largest soup 
maker, hopes to convert the world's 
thirstiest soup-drinkers to its Western- 
style products. 

The company has embarked on a 
US$456,000 advertising campaign fol- 
lowing its 14 October launch in the flour- 
ishing southern province of 17 products, 
including Campbell's and Swanson's 
condensed soups and broths and V8 
vegetable juice. The market potential is 
in the millions of cans a year in a country 
where soup is as much a staple as rice. 

"Our key competition is homemade's 
soup," says Campbell's Soup Asia's 
managing director David Wells. "But to 





Australian meat promotion in Tokyo. 


bid for Arnotts, in which it already has a 
35% interest. Although the bid for a con- 
trolling financial interest has been por- 
trayed in the Australian press as a move to 
push into the Asia-Pacific biscuit market, 
some brokers do not see it this way. 
“Arnotts have already tried to get into the 
export market and failed," claims one. 
"Asians are not big biscuit eaters." 

"You cannot assume, in the absence of 
any announced plans, that because 
Campbell's want financial control they 
suddenly want to develop an Asian spring- 
board," says the broker. "They may simply 
want to cement Arnotts as a subsidiary in 
the true financial sense." Meanwhile, 
Arnotts is resisting the bid — reputed to be 


make a quality soup is a fairly long proc- 
ess. What we're finding is that, as the 
prosperity of China increases, lifestyles 
are following those of the West. People 
work harder . . . and are less inclined to 
spend as much time cooking over a hot 
stove." 

But will they buy soup from a can? 
The company is convinced they will. 
Product sampling in China shows there 
is a market for the same varieties that are 
popular in Hongkong, where Campbell's 
sales have "grown steadily" (the com- 
pany declines to give figures). 

Wells is pinning his hopes on 
Campbell's corn and chicken soup, child- 
ren's soups with dinosaur-shaped pasta, 
and Swanson's watercress-and-duck-giz- 
zard soup and broths. “Swanson’s broths 
are designed so that the Chinese can add 
their own noodles,” says Wells. 

Campbell’s is aiming to get its pro- 
ducts on the shelves of 70% of 
Guangdong’s retail food outlets within 
four months. If this launch is successful, 
Campbell's will expand its product line 
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another unexpectedly high figure of 
around A$810 million. 

There is some scepticism, too, in the 
market about the Philip Morris listing. 
While some are forecasting an invasion of 
multinationals looking for a springboard, 
others point out that most of the big food 
companies already have a base in Australia 
or New Zealand. 

Philip Morris, for example, owns Kraft, 
which has operated from Australia since 
the 1920s and is already a large exporter of 
dairy and other products to Japan and 
much of Southeast Asia. 

Over the longer term, the sceptics say, 
the processed-food industry in Australia 
and New Zealand is more likely to be 
threatened by moves offshore. 

An example, they say, is Meadow Lea, 
a margarine and oils subsidiary of 
Goodman Fielder Wattie that is currently 
setting up its first offshore operation in In- 
donesia to take advantage of local palm oil 
and cheap labour. 

Meadow Lea is an Australian success 
story. It has built up export sales of A$30 
million annually and has become one of 
the two leading brands on the supermar- 
ket shelves of Singapore and Hongkong. 
Despite its offshore move, the company is 
likely to remain firmly planted in Australia. 

Processing food accounts for 20% of 
Australian manufacturing, and in July the 
government set it an export target of A$7 
billion by the end of the century. That 
would be a big jump from the industry's 
current exports of A$2.5 billion. The big 
multinationals could help Australia reach 
its goal. * 


and sales to the north in the hope of be- 
coming a leading player in the develop- 
ing market for packaged foods. 

It is also looking to manufacture in 
China. Its soups are currently developed 
in its R&D kitchen in H but are 
made in the US. Shipping costs, and thus 
the retail price, are kept low because 
Campbell buys surplus cargo space in 
ships travelling between the US West 
Coast and China. It cannot complain 
about the US trade deficit with China. 

Condensed soup, introduced by 
Campbell's 120 years ago, was perhaps 
the world's first convenience food. It has 
shown tremendous staying power, says 
Wells, citing soup sales worldwide. Soup 
accounted for 40% of Campbell's US$6 
billion total sales for 1991. 

Campbell's is unphased by the fact 
that "Mmm ho," sounds like ^not good" 
in Guangdong's Cantonese dialect. 
When you love Campbell's soups, its 
marketing staff say, it all depends on 
how you say, "Mmmmmmmnm . . .” 

8 Jonathan Karp 
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Phoning home 


Hongkong tycoon to end telecoms foray 


By Henny Sender in Hongkong and 
Jonathan Friedland in Tokyo 


ongkong tycoon Li Ka-shing ap- 

pears ready to end his ill-starred 

leap into global telecommunica- 
tions and instead refocus on his fast-grow- 
ing businesses in Hongkong and China. 

Li called together top executives of his 
Hutchison Whampoa conglomerate on 20 
October and expressed strong dissatis- 
faction at the mounting costs of its 
Hutchison Telecom subsidiary, according 
to an executive who was present. Li said 
that by year end he would either shut or 
sell the unit's operations in Southeast Asia, 
Australia, Britain and the rest of Europe, 
the executive says. 

This would leave Hutchison Telecom 
with its Hongkong operations, which have 
contributed 95% of its profits. 

Li's decision to retreat from capital-in- 
tensive global expansion in telecommuni- 
cations follows Hutchison Whampoa's in- 
creasing involvement in the China market. 
The property, retail and ports group re- 
cently took a 50% stake in a Shanghai con- 
tainer terminal. Li has also embarked on a 
series of property investments in Peking 
and Shanghai alongside Malaysian mag- 
nate Robert Kuok and other partners. 

Hutchison Telecom has expanded ag- 
gressively since it was founded in 1986. 
Originally it was seen as a bright prospect 
— the best way for its parent to offset de- 
clining revenues from its Hongkong land 
bank. Under Canadian chief executive Ri- 
chard Siemens, the telecoms unit has es- 
tablished a foothold in nine countries, con- 
centrating mainly on the paging, cellular- 
phone and mobile-data markets. It posted 
net profits of HK$240 million (US$31 mil- 
lion) in 1991; Hutchison Whampoa's net 
totalled HK$3.3 billion on turnover of 
HK$19.2 billion. 

Despite the overseas push, Hongkong 
has remained Hutchison Telecom's main 
source of profits, a situation analysts ex- 
pect to continue into 1996. The company 
commands half of the lucrative pager and 
mobile-phone market. A senior executive 
close to Li said that, whatever happens to 
the telecoms unit, Hutchison Whampoa in- 
tends to retain its Hongkong franchises for 
paging, cellular phones and mobile data. 

The core of Hutchison Telecom's prob- 
lems appears to be its venture into the Bri- 
tish mobile-phone market, where it an- 
nounced last year that it planned to spend 
£800 million (US$1.3 billion) by 1995. 
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In July 1991, the company bought a 
majority stake in a consortium with British 
Aerospace and Barclays Bank that holds 
one of two licences to provide personal 
communications network (PCN) services in 
Britain. Given the size of the investment 
needed to set up the PCN system and the 
untried nature of the technology, most ana- 
lysts reckon that Hutchison Telecom (UK) 
is likely to be unprofitable for at least the 
next three or four years. 

British Aerospace is said by analysts to 
have been seeking a buyer for its stake for 
several months. In view of its lack of suc- 
cess in offloading a minority holding, 
Hutchison is likely to face an uphill strug- 
gle to sell a controlling stake that analysts 
estimate would carry a price tag of over £1 
billion. 

"Who would pay you for operations 
which made a £10 million loss last year, 


Foreign misadventures 


which probably doesn't even cover all the 
financing costs?" asks Clive Weeden, head 
of research for Nomura Research Institute 
in Hongkong. 

Indeed, Hutchison Telecom has already 
tried — also unsuccessfully — to pare its 
stake to 55% from 65%. In January, Sie- 
mens told the Hongkong-based South 
China Morning Post there was no immedi- 
ate pressure for a sale. "[Li] doesn't need 
the money," he said. "Up to now, he has 
been supporting us very solidly." 

Much of the problem lies with PCN; Bri- 
tish Telecom, for example, calculates it will 
take at least 10 years for the technology to 
pay off. In the meantime, Hutchison 
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Telecom (UK) has been building a cellular 


phone network based on the less sophisti- 
cated CT2 technology. Hutchison is now 
the only CT2 operator building such a net- 


work in Britain. It has said it hopes to have - 


one million subscribers within five years of 
its launch later this year. 

In a recent report on Hutchison 
Telecom, London broker Cazenove said 
"cash flow is not expected to be positive in 
the UK operations until 1996 on an annual 
basis, and cumulative cash flow will not be 
positive until near the end of the decade." 
Cazenove predicted a 1992 loss on the Brit- 
ish operations of HK$427 million, follow- 
ing a HK$280 million loss in 1991. The bro- 
ker suggests that the cumulative loss be- 
fore the break-even point is reached in 1996 
will be a whopping HK$3 billion. 


Hutchison Telecom has recently — 


swerved from its expansionary path and 


has withdrawn from tenders in Greece and _ 


Germany. “They seem to be tightening 
things up and consolidating their opera- 
tions,” says Barry Yates, head of research 
for Asia Equities in Hongkong. 

While far less expensive, Hutchison 
Telecom’s fledgling operations in Southeast 
Asia and Australia are currently not a great 
deal more promising. The company’s Aus- 
tralian business generated a meagre HK$5 
million net profit in 1991 while Southeast 
Asian operations, mainly centred in Thai- 
land and Malaysia, lost HK$5 million. 

To many observers, the fate of 
Hutchison’s overseas forays serve as one 
more cautionary tale of Hongkong Chinese 
mishaps abroad. “How could these outsid- 
ers think they could go into such a highly 
skilled technological area and make money 
when British Telecom and Cable & Wire- 
less were on the sidelines watching?” asks 
one analyst. “It is arrogant to get away 
from their basic sphere of knowledge.” 

If the British and other overseas bits of 
Hutchison Telecom are sold, “it will leave 
a hodgepodge of assets behind,” notes 
NRIs Weeden. “The telecommunications 
[unit] was supposed to be the major thrust 
by 1995, though that has now been pushed 
back to 1997.” 

Most notorious among Hutchison 
Whampoa's other foreign venture has been 
its acquisition of Canada's Husky Oil. This 
has turned into a disastrous investment, 
with the company writing off nearly 
HK$2.2 billion in recent months. 

Signs that Li has decided to with- 
draw from such forays would probably see 
a run-up in the share price of Hutchi- 
son Whampoa. But however poorly Li 
might evaluate the performance of his 
overseas ventures, it is unlikely that he 
wishes to see such a share-price increase 
just now. 

"For the stock to perform well before 
the expiry of the warrants next year is like 
driving nails into your own foot," one ana- 
lyst notes. LI 
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planet, it's the only 
one we have? 


A personal message 
The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature — and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have. 


Write for further information to 


WWF International, CH-1196 
Gland, Switzerland. 


& 
AD 
WWE 
World Wide Fund For Nature 
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INVISIBLE HAND 


Traders’ tea party 


Lewis Carroll’s Alice or Voltaire's incorrigibly optimistic Doctor Pangloss would 
have felt at home in the Wonderland-like setting of the Davos Group's Europe/ 
East Asia economic forum held in Hongkong from 14-16 October. 

First, former Thai prime minister Anand Panyarachun announced that Mexico 
is about to become an honorary Asian nation by being admitted to the Asia Pacific 
Economic Cooperation forum (Apec). 

Then, Malaysian Prime Minister Datuk Seri Mahathir Mohamad, who has long 
argued that East Asia needs a more exclusive regional club than Apec, declared 
that his p forum was "not necessary" for the region to prosper. 

Scarcely had Mahathir finished than German senior trade representative Lorenz 
Schomerus made common cause with US President George Bush. He told the 
French to take what is "on the table" in Gatt's Uruguay Round in the interests of 
global harmony. 

Gatt director-general Arthur Dunkel was on hand to assure everyone — with 
an optimism that outdid even that of Pangloss — that the six-year-old (and two 
years overdue) trade round "is about to be completed successfully." 

Enter at this point former European commissioner Etienne Davignon. He ar- 
gued that all the EC really wants is to live in harmony with its neighbours and not 
to keep out East Asian competitors or anyone else. 

It seemed that all was right with the world. Apec will embrace the North 
American Free Trade Agreement (Nafta) 
by welcoming Mexico along with the US 
and Canada while Nafta toys with the 
idea of admitting Apec members. The EC 
will champion free trade and the Uruguay 
Round is about to be sewn up. 

But what, asked Alice (alias Federation 
of Korean Industries chairman Yoo Chang 
Soon), about Asian fears of economic re- 
gionalism and trade fortresses? No one 
roared “off with her head" but neither did 
they seem in a mood to listen to such 


poopers. 

Perhaps Vinod Thomas, chief Asia 
economist of the World Bank, was right 

-- in suggesting that the spirit of free trade is 
— and will probably remain — more alive and well in Asia than anywhere else in 
the world. If so, that spirit appeared to have infected Europeans, too. 

Or maybe everyone was just scared by Dunkel's Cassandra-like prophecies that 
followed his ostensibly good tidings about the prospects of a successful outcome 
for the Uruguay Round. He said a successful round could trigger a massive boost 
(perhaps US$100 billion a year) in global income and provoke a corresponding cut 
in global subsidies. And it would pre-empt protectionism and increase prosperity 
in developed and developing countries alike, especially those emerging from long 
isolation. 

This is especially relevant to Asia, where Gatt is reaching out to embrace China, 
Taiwan, Vietnam, Laos, Nepal and Mongolia. But Dunkel has said all these things 
before. What was new and chilling was his insistence that liberalising trade may be 
the last hope for recovery in a world sinking deeper into recession — and one in 
which the dreaded word depression is increasingly heard. 

Don't imagine, Dunkel reminded everyone, that retreating into regional for- 
tresses would provide a shelter from economic autarky or political nationalism. 
Without properly implemented economic rules, such as those the Uruguay Round 
envisages, the law of the jungle would prevail even within regional blocs. 

Dunkel has been delaying his departure from the Gatt for some time now. But 
if his persistence pays off in bringing the Uruguay Round to a conclusion — even 
a halfway successful one that placates short-sighted French farmers — he will be 
able to grin like the Cheshire cat and fade away. m Anthony Rowley 
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MALAYSIA 


Airport fire probe 


The cabinet ordered an urgent 
inquiry into a fire which 
destroyed the control tower at 
Kuala Lumpur International 
Airport in Subang on 15 
October. The fire caused 
damage of at least M$30 
million (US$11.9 million) and 
forced scores of aircraft to 
return to their destinations or 
divert to Singapore. A 
temporary control centre was 
later set up using borrowed 
radar, but flights were not 
expected to return to normal 
for at least a week. The fire 
was the second at the airport 
this year. 


The burning control tower. 


PHILIPPINES 
Power rates rise 


State-owned National Power 
Corp. (Napocor) said it will 
raise electricity rates by 10- 
10.8% in Luzon and the 
Visayas and 22% in Mindanao 
from 26 December. The rises 
are needed to meet conditions 
for a US$110 million loan 

the company is seeking from 
the World Bank. Napocor 
president Pablo Malixi said 
on 13 October. Next day, 

the government's Energy 
Regulatory Board acted 

to head off popular 
dissatisfaction at the move 

by cutting oil prices by 955, 

to P10 (40 US cents) for a 
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litre of premium petrol. 


Petron to list 


State-owned oil refiner Petron 
will be privatised next year, 
Finance Secretary Ramon del 
Rosario said on 19 October. 
Thirty-five per cent of its 
equity will be sold to an 
international oil company and 
30% to the public. The state 


will retain the remaining 35%. 


JAPAN 


Store profits drop 


Three major department-store 
chains reported sharp drops in 
net profits for the six months 
to 30 September. Mitsukoshi, 
Daimaru and Matsuzakaya 
said weak consumer spending 
had hit sales, particularly in 
high-priced items and 
clothing. 


Ship orders fall 


Foreign ship orders in the six 
months April-September fell 
68% from a year earlier to 1.3 
million gross tons, the Japan 
Ship Exporters Association 
announced. The total included 
11 orders for tankers (totalling 
773,000 gt), 12 bulk carriers 
(404,000 gt) and seven general- 
cargo ships (124,000 gt). 


TAIWAN 
Listings shelved 


The cabinet blocked plans to 
privatise three state-run 
companies: Chung Kuo 
Insurance, Chiao Tung Bank 
and Farmers Bank of China. 
They had been due to list 
shares on the Taiwan Stock 
Exchange. Analysts say the 
sales were put off because of 
the stockmarket’s slump. The 
companies are not expected to 


reapply until at least next year. 


INDIA 


Japanese investment 
Reliance Industries said 
Japanese trading house Itochu 
Corp. (formerly C. Itoh) would 
invest US$50 million in two 
new companies that will 


5 
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operate at Reliance’s 
petrochemical complex at 
Hazira, north of Bombay. One 
of the companies will make 
250,000 tonnes of 
polypropylene a year; the 
other, 160,000 tonnes of 
polyethylene. Itochu's 
investment is the largest so far 
by a Japanese company in 
India. The total investment in 
the new facilities will be 
US$397 million. 


THAILAND 
Afta meeting delay 


Regional governments granted 
a Thai request to postpone the 
inaugural meeting of the 
Asean Free Trade Area (Afta) 
council, due on 21 October in 
Manila. Thailand said it 
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could not send delegates 
because the new Chuan 
Leekpai administration was 
due to present its policies to 
parliament on that day. Afta is 
to be launched on 1 January. 


HONGKONG 


Kadoorie to quit 


Lord Kadoorie, chairman of 
China Light & Power, is to 
step down on 22 December 
after 57 years in the job. The 
93-year-old peer, born in 
Hongkong to an lIraqi-Jewish 
family, is the last of the 
colony's great taipans. He will 
be succeeded by his deputy, 
Sir Sidney Gordon. Managing 
director Sir William Stones will 
also retire before year-end, to 
be replaced by New Zealander 
Ross Sayers. 


INDONESIA 
Investment lure 


All of Riau province — part of 
the "Golden Triangle" with 
Malaysia and Singapore — is 
to receive duty-free status, the 
junior industry minister, 
Tunky Ariwibowo, said on 19 
October. At present, only 
Batam island is duty-free. 
Investment rules will also be 
relaxed to encourage tourism 
and industry in the Riau 
islands, particularly Bintan 
and Karimun. A rule limiting 
full foreign ownership to 
projects of more than US$50 
million will be eased. 
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he honeymoon is over for Thai- 
land’s Securities and Exchange 
Commission (SEC). The five- 

eae month-old regulatory body is fac- 
ER ing so many challenges to its authority that 
| if it does not take charge now, it may never 
be regarded seriously. These problems 
have come in swift succession: | 
‘P In early September, the clubby board of 
the Stock Exchange of Thailand declined to 
-.| take action against brokers that had been 
| op caught by the exchange skirting margin- 
lending restrictions and assisting in share 
i -Tamps. 

p» Shroff understands that the Bank of 
"Thailand, the central bank, has passed on 
- | to the SEC evidence of manipulation and 
| fraud by a handful of large, and promi- 
-.| nent, market players. 

" The sec received a direct challenge in 
early October from none other than a board 
member of the commission — Narongchai 
Akrasanee, president of General Fi- 
nance and Securities. The company 
- | and sister firm GCN Finance have 
-. | refused to make a general offer for 
textbook publisher Science, Engi- 
. | neering and Education, despite ex- 

| ceeding the takeover code's 25% 
Shareholding threshold by two per- 
centage points. 

M Prominent politician Arthit 
Urairat's Phyathai-Sri Racha Hospi- 
tal issued in mid-October a sales 
brochure for an initial public offer- 
“ing without obtaining the necessary 
approval from the SEC for such an 
| CL dssue.. 
The SEC declined to become in- 
volved in the issue of brokers abus- 
dáng margin accounts. As a result, it 
was left to the central bank to en- 
orce margin rules. As for Narongchai and 
thit, they will probably be brought into 
e if the SEC waves the rule book at them 
a warning. Shroff hopes the commission 
t least take this step. 
But more actions by the commission are 
veeded against individual players who 
aunt the rules. The stock exchange au- 
thorities have already forwarded to the SEC 
ine cases of alleged share manipulation 
investors. | 
-But the cases of manipulation. un- 
arthed by the central bank: a greater 
“challenge to the commission, because they 
reportedly involve some well-known fig- 
| ures: The bank has traced trails of cheques 
-| and money transfers involving 150 alleged 
| manipulators and their brokerages... 
Sources ida the e alleged fraudsters used 
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numerous nominee accounts and false ad- 
dresses to cloak their activities. One hefty 
account had an address in a poor Bangkok 
slum. Another was owned by a golf caddy 
with an outstanding market position of 
Baht 150 million (US$6 million). | 

From these investigations, the Bank of 
Thailand narrowed the trail to perhaps a 
dozen individuals, of whom some are well- 
known owners of listed companies. The 
names and the evidence have been passed 
to the SEC. 

The market already seems to have got 
wind of the probe. Turnover had blos- 
somed at the time of the Thai general elec- 
tion on 13 September, but it fell back by 
mid-October as rumours spread that 
charges would be filed against share ma- 
nipulation. Investors stopped supporting 
speculative shares, and prices of two list- 
ings, First City Investments and Rattana 
Real Estate, M eid Both com- 


Bangkok's SET index 
(left scale) 


Turnover 


Baht billion 


(right scale) 





panies are controlled T Patcharee 
Wongpaitoon. 

To be sure, it is not easy for the SEC to 
take action against alleged manipulators. 
Charges have to be lodged in a civil court, 
which would mean breaking a tradition 
whereby members of the Thai elite are not 
challenged in open court for flouting the 
law. | 

For its part, the commission has main- 
tained a stony silence on all these matters. 
Shroff understands that they are reluctant 
to comment on any case until they have 


built up concrete evidence and presented it 


in court. 

The problems in the stockmarket are not 
only challenging the sec. The central bank 
has Mind been humbered with a bucket- 
load. = ^ 








Those problems were signalled by the 


sharp rise in market turnover around the 


time of the general election. On 10 Septem- 
ber the market set a trading record of Baht 
127 billion. Turnover then rose abruptly to 
a peak of Baht 22.6 billion on 19 Septem- 
ber, triple the January-September daily 
average of Baht 7 billion. 

What the central bank has discovered is 
that there is a financial bubble growing 
rapidly. How big a bubble exactly? Con- 
sider this: the Bank of Thailand found that 
at one medium-sized finance company, 
40% of its loan book consisted of lending 
to stock investors at the end of September. 
And that does not include the margin loans 
to punters provided by the company's bro- 
kerage. 

The problem is common to both the fi- 
nance companies and the banks. In recent 
weeks, the central bank has issued stiff 
warnings to both types of institution about 
the issue of loans for securities in- 
vestment. The Bank of Thailand is 
now demanding fortnightly reports 
from finance companies and securi- 
ties houses on their stockmarket-re- 
lated loans. 

The central bank's move appears 
to support the contention of David 
Gambrill of Peregrine Securities that, 
if there was an external shock to the 
stockmarket, the financial repercus- 
sions could be far worse in Bangkok 
than, say, when Iraq invaded Ku- 
wait in August 1990. Then, the 
stockmarket lost half its value, but 
the financial sector came through 
virtually unscathed. 

Another broker, Choedchu 
Sophonpanich of Bangkok First In- 
vestment and Trust, points out that 
Bangkok’s market capitalisation grew by 
about Baht 300 billion — a 37% increase — 
in the 12 months to the middle of this year 
as a result of an increase in the number of 
shares outstanding. Roughly a third of 
these shares were newly issued, and some 
of these were paid for in cash. But perhaps 
Baht 70-100 billion worth were bought on 
credit. 

The situation. is not yet precarious. The 





tended to lo panier Share conte & till not 
overheated. Brokers estimate that the 
average prospective price-earnings this 


year is 13-15 times, which means that an 


investment in Thai. stocks. still: seems. 
worthwhile. l -wm Paul ey 
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Not even a handful of words. in the language, yet it's spoken, 


viewed and read fluently wherever and however business is con- 





ducted in the world. 


The Wall Street Journal and publications like Barron's and Far 
Eastern Economic Review. 


IT'S AN ORAL LANGUAGE, With “The Wall Street Journal Report" 
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Business has a universal language. The Dow 


lt consists of two words. 


Jones Report” 
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! ! | over the radio, 
| and customized news serv ices s delivered over the telephone. 
IT'S AN. ELECTRONIC LANGUAGE, with instantaneous delivery of 
the exclusive financial information of Dow Jones/Telerate. And 
up-to-the-second news s from I Dow jones wire services. 
r's AN INTERACTIVE LANGUAGE, with breaking r news and histori- 
cal dats sped | to. desktops v via Dow Jones. News/Retrieval. 
| And it’s a language spoken and understood the world over 
because of its s honesty, accuracy and independence. One that 
: spans time zones and borders to encourage the freedom of 
expression. and enterprise everywhere. 
For more than a century, Dow Jones has been the world's 
most authoritative, respected source of business news and in- 
formation. Our mission. for the second century is tO serve even 
more customers in even more ways and places. 
In other words, a univer sal language. With the accent on 


ae business. 
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INNOVATION 


American gamble 


apanese electronics companies usu- 

ally show off their newest gadgets at 

the annual Japan Electronics Show. 

But conspicuous by its absence from 
the early October show in Osaka was the 
latest product from Sony. 

Known as the Multimedia Player, the 
product had a September launching in 
New York. The one-kilogramme portable 
player combines the features of a personal 
computer and a compact disc player. 

In addition to music, the compact discs 
played by the Multimedia Player can also 
hold still, animated and video pictures as 
well as text and graphics. But unlike con- 
ventional computer compact discs, they are 
based on a new standard designed to han- 
dle a mixture of media and to get it off the 
disc fast. 

The result is a neat little player that 
responds quickly to instructions. A user 
tells the player what to do by 
pointing to boxes on a small mono- 
chrome liquid-crystal display screen 
with a simple four-way cursor 
key. 

Hitting the "Yes" key gets the 
user to where he wants to go. Hit- 
ting the "No" key brings him back 
again. Alas, Sony has yet to apply 
such sensible names to the row of 
function keys that sit behind the 
player's midget keyboard. 

Japanese companies usually in- 
troduce their creations on the do- 
mestic market first. Sony's Multime- 
dia Player is unusual in that it was 
aimed at the US market. 

The player, which is based on 
IBM's personal computer, runs on 
Microsoft DOS software. Sony reck- 
oned that this format would make 
the machine easy for Americans to 
understand. The question is, will they be 
prepared to shell out US$1,000 for it? Espe- 
cially since it cannot play most existing 
multimedia discs. 

Yoshitsugu Hattori, a manager in Sony's 
Personal Information Group, believes the 
answer is yes. Hattori has in mind two 
markets for the Multimedia Player. 

One market is the horizontal one for 
professionals and businessmen who might 
take the Multimedia Player with them on 
the road. These users could browse 
through any of the 60-odd software titles 
released along with the player. In addition 
to almanacs, encyclopedias and travel 
guides, these include such beguiling items 
as Secrets of Power Negotiations, a title pre- 
pared by power negotiator par excellence 


IBM. The other market is the verticle one, 
where the Multimedia Player is more likely 
to succeed — at least initially. In this mar- 
ket, the machine has the potential to meet 
real needs. 

One example of a company with a real 
need is Northern Telecom, a Canadian 
maker of digital telephone-central switches 
and private branch exchanges. Along with 
its products, Northern Telecom supplies 
customers with large ring binders contain- 
ing thousands of pages of technical docu- 
mentation. 

Northern Telecom issues product up- 
dates every few months, but the documen- 
tation for these often gets mislaid. The re- 
sult is that when technicians arrive for 
maintenance or repairs, the manuals they 
need are nowhere to be found. The impact 
of such delays on productivity can be con- 
siderable. 





Sony's Multimedia Player. 


The tremendous storage capacity of 
compact discs — a single disc can hold 
more than 300,000 pages of text — offered 
a potential solution to Northern Telecom's 
problem. The trouble, says Darrell 
Jennings, director of information products 
at the company's documentation centre in 
Dallas, was that conventional computer 
compact disc players were expensive and 
not portable. 

Jennings first became aware of Sony's 
handheld computer compact disc players 
via a US television programme. This cov- 
ered the Japanese introduction of another 
product, Data Discman. Jennings asked 
one of Northern Telecom's employees in 
Japan to buy a player and fly it to Texas for 
evaluation. 
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But Data Discman, which was devel- 
oped two years ago by a rival Sony 
group, was not up to the job. Its screen 
was too tiny, its display capabilities primi- 
tive. Worse, the Data Discman's designers 
opted to use a proprietary eight-centimetre 
disc format that is compatible with no- 
thing. 
The compact discs used by the Multi- 
media Player, which was code-named 
Bookman during development, can also be 
played on a personal computer equipped 
with the appropriate drive. In addition, 
the player features an outlet that enables it 
communicate with the outside world. 
Hattori says that this feature was one of 
several incorporated as a result of input 
from the US during product development. 
For Northern Telecom, its significance is 
that the player can connect directly to 
equipment under scrutiny in order to per- 
form diagnostic tests. 

Compact disc-based documenta- 
tion is easy to use. Instead of having 
to look through volumes of paper, 
technicians can get it instantly by 
typing a key word. But the Media 
Player's most significant feature is 
its ability to handle pictures and 
graphics as well as text. This means 
it can literally show technicians 
what they should be doing. 

Northern Telecom plans to start 
selling compact disc documenta- 
tion and players to go with its 
Meridian range of digital private- 
branch exchanges later this year. 
The market opportunity that this 
represents for Sony is not incon- 
siderable: Northern has some 
60,000 exchanges installed world- 
wide. It should help Sony meet its 
production target of 10,000-20,000 
devices a month. 

More important from Sony's point of 
view is the assistance the company stands 
to gain from working with users such as 
Northern Telecom to hammer the bumps 
out of its product. The business market has 
been a proving ground for much consumer 
technology. 

Now, Hattori says, the two hurdles that 
Multimedia Player must clear are price and 
the availability of titles. The first will come 
by achieving economies of scale. The sec- 
ond will come as Sony begins to leverage 
its enormous investment in Hollywood. 
If all goes well, the Multimedia Player 
could conceivably make its debut in Japan 
at next year's Japan Electronics Show. 

m Bob Johnstone 
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EDITORIAL 


A president's opportunity 


hen voters in the United 
States go to the polls, they 
will select a president with an 
extraordinary advantage over all his 
predecessors since Harry Truman: a 
world no longer threatened by the So- 
viet menace. Where previous occupants 
of the Oval Office had to fashion their 
budgets and foreign policies around 
this brutal fact, the next American presi- 
dent will have far greater room to 
manoeuvre. The continuing prosperity 
of Asia may be far from the minds of 
US voters, but it remains true that a 
president can shape a world trading or- 
der. 

Both President George Bush and 
Governor Bill Clinton say they are 
committed to free trade. But the me- 
chanics of trade, and especially trade 
agreements, are as important as the con- 
cept itself. Today the most important 
vehicle for promoting universal free 
trade — the Gatt — lies stalled over 
state subsidies to European farmers. 
This is notwithstanding universal rec- 
ognition that a successful conclusion to 
the Uruguay Round would boost the 
world economy by at least US$100 bil- 
lion, according to even the most con- 
servative estimates. 

The two-year delay in this latest 
round of the Gatt is further complicated 
by a raft of external trading arrange- 
ments. The EC, of course, stands poised 
to demolish all fences among its mem- 
bers. The US has just incorporated 
Mexico in an agreement that already 
encompassed Canada, and the rest of 
the Americas (except Cuba, of course) is 
eager to sign up. 

Asia has understandably looked at 
the failure of Gatt and rise of European 
and American blocs with trepidation. 
One leader, Malaysian Prime Minister 
Mahathir Mohamad, argues that the US 
is applying a "double standard" by 
forming its own bloc and then com- 
plaining about its exclusion from the 
Malaysian proposal for an East Asian 
Economic Caucus. 

Assuming for argument's sake that 
both presidential contenders are serious 
about their commitment to open trade, 
the question becomes how. President 
Bush's achievements on the American 
continent have been admirable, but they 
have also been tarnished by the increas- 
ing resort to the punitive sanctions un- 
der Section 301 of the country's trade 
law. Governor Clinton's Democratic 





5 NOVEMBER 1992 


Party allies in Congress remain su- 
preme protectionists and his own talk 
about revoking China's trading status 
has caused many a sleepless night in 
Asia. 

But the way around the Gatt im- 
passe is not to retaliate in kind or wave 
the Section 301 club. The best way to 
raise the cost of protectionism is to sur- 
round protectionists with free trade. 
And the easiest way to do this is to ex- 
pand Nafta beyond the American conti- 
nent, as the US Commerce Depart- 
ment's Franklin Lavin suggests in this 
week's 5TH COLUMN. It is imperative 
that the Four Tigers of Asia and Eastern 
Europe be brought into Nafta even 
sooner than the rest of Latin America, 
because their entry would exert posi- 
tive pressure on Tokyo and Europe to 
make the price of continuing protection- 
ism too high to bear. 

Now, the argument against regional 
agreements is that they are by nature 
exclusive and impose managed trade, 
not free trade. There is something to 
this, especially given onerous rule-of- 
origin conditions and the like. In an 
imperfect world, however, these defects 
can be more or less mitigated so long as 
membership remains open. Indeed, this 
is the critical test: if a trade agreement is 
open to all comers, that's a pretty good 
indication it really does advance trade 
because free trade assumes a more-the- 
merrier proposition. Likewise, a closed 
trade agreement suggests the motive is 
protectionism. For all the talk about 
Europe without borders, for example, 
EC borders remain well defined when 
it comes to opening them up to equally 
European neighbours such as Czecho- 
slovakia, Poland, and Hungary. 

The ultimate goal for those who 
want to see a 21st century characterised 
by the free movement of goods, ser- 
vices, and people across borders is not 
just the Uruguay Round. That should 
rather serve as a jumping-off point for 
expanding Gatt's authority from manu- 
factured goods to agriculture, services 
and intellectual property. The next 
American president cannot, of course, 
simply impose free trade on the world. 
But, by pushing his own levers so that 
Nafta reaches into Asia and Europe, he 
could help make things too expensive 
for those who would keep foreign com- 
petition out and thus get them back to 
the multilateral table. And if he doesn't 
do it, who will? 
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It's not just the warm surroundings that guests 
find so appealing. 
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It's a host of important room features such as 
keved-off elevator access, in-room El-safes, two 
phone lines, as well as. 








complimentary continental breakfast and 
cocktails served in one of 3 harbor-view lounges, 
and a lot of little extras 





On the Executive Floors 
at the JW Marriott Hotel 
Hong Kong, all the little 
extras don't appear on 
your bill... like in 
some hotels. 
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JW MARRIOTT HOTEL. 


HONG KONG 


For reservanons, call The JW Marmor Hotel, Pacific Place 
88 Queensway, Hong Kong Island, Hong Kong Tet RIORMA Fax 8950737 
The 66899 MARTT HX. In Asia Pacific KUL 238 099. SIN 291 7300 
SYD Toll Free 008 251259. TYO 3215 7285 
in the US and Canada: Toll Free 800 228 9290 
your the local travel professional or the nearest Marmor hotel 
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REVIEW. 


contract. with China, in Maj 





plotetion agreement between. China 


tional Offshore Oil Corp. (CNOOC) as. 
threatening. For instance, in your 24 Sep- 
: tember issue, after Murray Hiebe 
Crestone agreement, in the next sentence - 
he discusses the movement of Chinese 
troops. Crestone is engaged in a purely 
commercial contract with CNOOC. By link- 
ing such commercial activity with military 





and diplomatic activity hundreds of kilo- 
metres distant, you do your readers and 
Crestone a disservice. 

You write of the 1992 Chinese territorial 
waters law as if it is a new claim, ignoring 
the fact that the Spratly and Paracel islands 
were cited in China's 1958. declaration. 
Frankly, 1 do not understand the public 
alarm over.a restatement of a long-held 
position. The 1992 law only adds the 
Diaoyudao (Senkaku Islands) to the list, 
and these are not in the South China Sea. 

China’s claim in the vicinity of Wanan 
Bei is long standing, as demonstrated by a 
Chinese Foreign Ministry statement of 21 
July 1980. Thus, 12 years ago when Viet- 
nam and the former Soviet Union signed 
an exploration agreement covering the 
area, China reminded Vietnam of its claim. 
Are China’s actions any more provocative 
than Vietnam's actions in leasing in this 
disputed area? 

I wish to emphasise that our petroleum 


contract is purely commercial. Crestone ini- 
tiated the talks that lead to its agreement. 
with €NOOC. The petroleum contract area 


is beyond the claim of any Asean member 
country. | 
The complexity of the jurisdictional dis- 


putes in the South China Sea is daunting. 
As some commentators have observed, di- 
rect bilateral negotiations in areas where - 
there are only two claimants would appear. a 
No compromise from Peking - 
ing such issues. Indeed, this strategy may d 


to be the most practical approach to resolv- 


be the best of confidence-bui dii 





sures. The planned visit by Chinese | Pre- 
mier Li Peng to Hanoi before the end of- 












the year may: offe dort peony for such 
| AQ differences China. and 


| gps : of i he area aptus joint operta b 
. for the mutual benefit of all parties is at the Da 
heart of Crestone's interests. Too many 
commentators view the area of the Spratl 
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_ tember are consistent: with à scenario 
der which a power transfer from Mala 
to Singapore was not synchronised prop- 
erly. This could have caused overload to 


t cites the 


: Singapore 
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Oct. L that Peking's recent White Paper on 
Tibet attempts to divide the exiled Tibetar 
government is an important and intrigu 
-ing one. However, the article implied that - 
i: the blame. for postponing negotiations be- 









‘Denver, Colorado | Crest one e Energy Com 


subsequently on 29 Ss from B O a 
Malaysia” and that “the events of 29. ep-- 





spread to the rest of the grid." 

Singapore and Malaysia's power sys- 
tems have been connected through a tie- 
line since December 1985. A protection sys- 
tem. prevents one utility's system failure 
from bringing down the other system. 

.. The Singapore Public Utilities Board's 
(PUB) computer records show that the pro- 
tection system operated as designed. The 
system operated normally up to 9:15 a.m, 
when a fire at Senoko Switchhouse caused 
Senoko Power Station to trip. This led to a 
surge of power from TNB to PUB at.925. 
a.m. At 9:32 a.m., the power surge ex- 
ceeded 250 MW, tripping the TNB/PUB tie- 
line. From then onwards, the two Systems. 
were electrically separated. : 

This occurred six hours before the Ma- | 


. laysian power supply system tripped. The. 


power failure in Singapore could, there- 
fore, not possibly have caused the blackout 
in Malaysia. ax 
— No "power transfer from Malaysia to 
Singapore” could have taken place after the - 
Singapore system tripped. The TNB/PUB 


_tie-line is connected to Senoko Switch-.. 


house. As this had been damaged by the | 


fire, power could no longer flow through - 
it. The New Straits Times on 3 October re- 
ported TNB's confirmation that Singapore - 
- did not ask for any electricity supply from 
Malaysia after its system tripped. 





CHOO WAI CHAN 
PUB Public Relations Manager | 
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i Peking and Dharamsala lies with the 
i T were ipe that has 
and not "Hed 











gent preconditions on negotiations. The 
Dalai Lama's Strasbourg proposal is per- 
haps the best example of Dharamsala's ef- 
forts at rapprochement. That proposal did 
not call for independence but proposed Ti- 
bet would control its domestic affairs and 
China would retain control over foreign 
policy and defence. This is a significant 
compromise and demonstrated to the 
world that while the Tibetans sought ne- 
gotiation, Peking would not budge. 

Not only does the White Paper say that 
the Dalai Lama must renounce Tibetan in- 
dependence, but it says the Dalai Lama 
must accept Chinese citizenship in order to 
return. This condition has not been men- 
tioned for years and demonstrates how 
Peking changes its conditions in order to 
prevent a rapprochement. 

JOHN ACKERLY 
Washington International Campaign for Tibet 


Foreigners should stay out 
It is unfortunate that such a well-known 
China hand as Michel Oksenberg should 
echo the straw man of Peking reactionaries 
when he said that Americans want China 
to become a "practitioner of American- 
style democracy" [BOOKS SPECIAL, 8 Oct.]. I 
know of no one who is asking this. As far 
as China's political system is concerned, 
about all that is asked is that China's rulers 
stop arresting and torturing their critics. 
Although it is quite appropriate to press 
China to observe international human- 
rights conventions, there is widespread 
agreement that whatever political system 
China eventually adopts must be one 
crafted by the Chinese themselves. Foreign- 
ers should stay out of the process. Certainly 
everyone should refrain from making irre- 
sponsible statements that play into the 
hands of Peking's propagandists. 
New York JAMES D. SEYMOUR 


Regarding Michel Oskenberg's review of 
the book China: A new History [BOOKS SPE- 
CIAL, 8 Oct.], and the last paragraph quot- 
ing its author John K. Fairbank where he 
establishes a moral equivalence between 
the human-rights situation in contempo- 
rary China and the "media violence and 
the drug and gun industries" in the West, I 
would like to quote Simon Leys: "I sup- 
pose that the next step . . . would be to 
write off political executions in totalitarian 
regimes by putting them on a par with traf- 
fic casualties in democracies." 

Hongkong A. RODRIGUEZ 


Correction 

Excerpts from a panel discussion in the 8 Octo- 
ber issue [A matter of trust] mistakenly at- 
tributed part of Joseph Cheng's remarks on 
Hongkong's new airport to fellow panellist 
Tsang Tak-sing. 
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a footwear, is one of the. 
d 4 | most successful. | 
IW ||. consumerproducts 
ELI companies of recent. 
times. Its style and verve has become a 
yword for marketing prowess the 















ut made in Asia and in a way that has 
.. enabled the company to leapfrog over 


p (odis rivals to the industry's top spot. 
. 5. Industry correspondent Mark Clifford 
explains how US salesmanship and 


Asian manufacturing prowess have 
<- combined so potently. He looks in 
. detail at Nike's operations in South 


| ^: Korea, Taiwan and China. The story 

| v says much about a ruthlessly 

|^. . competitive industry, as well às a 

^^ o company, and about a wider theme: 
s oS East Asia's climb out of poverty 56 


MEE uer illustration by. Michael Lui. 
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= Hongkong: At Odds with China 





Peking reacts strongly against Governor 

-= Patten's proposals for democratic 
reform, claiming that they violate a 
secret 1990 understanding with Britain 8 


.. Foreign Relations : .US-Vietnam 
e ^ Preakthrotgh ih in the search for US 
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Red Head 


-. . Jose Maria Sison is believed to have 


< reassumed the chairmanship of the 
- Communist Party of the Philippines 

|. (CPP), taking over the post believed to 
have been occupied by Benito Tiamzon. 
Sison, in political exile in the 
Netherlands and alleged by the 
Philippine military to have been the 
founder and head of the CPP until his 
capture in 1976, is said to have assumed 
the nom de guerre of Armando Liwanag. 
Since his release from prison in 1986, 


_ .Sison had been thought to have 
- vassumed only the role of CPP central 


committee member in charge of 
international activities. However, a letter 
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i world over. But there is another side to 
_ the company that is frequently | 
overlooked. Nike's sports shoes are 





Japan : Faction Fight 


Kanemaru's fall from power, the 


succession war within the ruling. part iy’ z 
. dominant faction seems headed for a 





compromise 11. 


à Foreign Relations : Japan-China 
Emperor Akihito's visit helps Japan and 
China to bury the legacy of the brutal 


Japanese military occupation and sets 
the seal on a burgeoning and mutually 
profitable economic relationship 13 
Two important words 13 

A Manchu princess remembers 14 


Indonesia : Vice-Presidency 

With President Suharto's re-election next 
year virtually guaranteed, attention has 
switched to who will serve as his vice- 
president 16 


Central Asia : Turmoil in Tajikistan 

The failed attempt to reinstate a former 
communist leader may have saved lives, 
but has not ended the civil war in the 
poorest of the five Central Asian 
republics 18... o 

Hardship posting in Dushanbe 18 


Australia : Labour Reform 

The opposition Liberal party unveils 
sweeping proposals for reforming labour 
unions 20  — 


sent to the Philippines from the 
Netherlands reporting that "Liwanag" 
has embarked on à purge of the party 
leadership by expelling those who had 
proposed a change in the CPP's Maoist 
rural-based guerilla strategy, suggests 
Sison may again be dictating policy. 


Illusions of Grandeur 

Paris is ready to sell 120 Dassault 
Aviation Mirage 2000-5 jet fighters to 
Taipei, rather than the 60 aircraft 
previously reported, French sources say. 
A French trade official based in Taipei 
has already been to Peking to advise 
China of the imminent sale. In addition, 
France will sell Taiwan Ffr 1.1 billion 
(US$211 million) worth of unarmed 
heavy transport helicopters and various 
other weapons. An announcement of the 
deal is being withheld pending the 


outcome of the US election at 


ER 
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^ speci : Vashing | X xn n" "E -government to lift the ban imposed after E 
dift its s trade embargo against Hanoi 9 E 
aM. enterprise unions worry both local and ` D 
— . foreign inve stors 21 "e 
New breed of 


_ the February 1991 coup on state 


dustrial workers 22- 


‘Burma : New Drug Barons 
The old-style jungle-based narcotic 
chieftans have been displaced by 
former communist guerillas operating - 
under the aegis of the Rangoon 
government 24 





Burma : Beams of Light 

Norway's decision to support a dissident 
Burmese radio station has angered the 
ruling junta 26 


Cambodia : Media 

The UN mission resorts to in-house 
damage control in the face of 
increasingly unfavourable media 
coverage ef its > peacekeeping r role. 27. 


Japan : Cities. E 
Tokyo's vulnerability to earthquakes and 


its overcrowding prompts a search for a E 
new r. tocat tion 40 | 


Japan : Policies 
Business groups are calling for personal 
tax cuts to boost flagging consumer. 
demand. But the Ministry of Finance is. 
insisting on a balanced budget. 








Washington's request. 


Loose Thai 


Manoon Roopkachorn, who led two 
unsuccessful coups in Thailand in 1981 
and 1985, is reported to be in Hongkong 
planning to return to Bangkok after 18 
months of self-imposed exile in 

Germany. Manoon, an army cavalry 
colonel when he led the coups, was | 
subsequently promoted to major-general 
by former prime minister Chatichai 
Choonhavan's government. He fled 
Thailand after the February 1991 military - 
coup which overthrew Chatichai, and 

was subsequently cashiered in his. 
absence by the ruling junta. Since then 

he has lived in Germany, where he 

owns at least one restaurant. Manoon 
faces charges in connection with alleged 
plans to assassinate then prime minister 


" hai Tinsulanond and ome leaders i in, 
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Asean : Trade icum 


Economic ministers aj agree ! to ben tariff. 


cuts next year that will establish a free 
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The inheritors wait quietly in the wings (63). 


the early 1980s. Thai Foreign Minister 
Prasong Soonsiri has said Manoon will 
be arrested if he returns to the country. 


Address Sense 


In its eagerness to set up a diplomatic 
mission in China, Ukraine has already 
gone out of its way to provide Peking 

¿with a much-desired property in Kiev. 

| According to one source, the house had 
been originally earmarked for US 

diplomatic use, but was later diverted to 
China. Peking has yet to reciprocate, 
though the question is likely to be raised 
during Ukrainian President Leonid 
Kravchuk's impending visit to China. 


Into Africa 


Malaysian Prime Minister Datuk Seri 

Mahathir Mohamad may pay a quiet 

visit to South Africa and Namibia en 
route to the Group of 15 major 
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: Region : Panel Discussion 
- Four top businessmen speak about 
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regional trade issues 61 
Hongkong : Companies 


A flotation of two operations of Peking- 


owned China Travel Service is expected 


to be heavily over-subscribed 62 . 


Eee ead mire 


developing countries meeting in Senegal. 
Malaysia has made as much haste as it 
decently can to develop ties with South 
Africa, where both Singapore and Kuala 
Lumpur see valuable trade and 
investment opportunities. 


Arms of Friendship 


China has replaced all the warships and 
fighter aircraft lost in the 30 April 1991 
cyclone that effectively wiped out much. 
of Bangladesh's air force and navy. The 
air force reportedly lost 40 Chinese- 
supplied F6 fighters, four helicopters 
purchased from the then Soviet Union 
and most of its major warships during 
the storm and subsequent flooding. In a 


bid to maintain its good relations with 


Dhaka, which it views as a strategic 
lever against New Delhi, Peking has also 
played host to a constant stream of 
Bangladeshi politicians and military 
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leaders. One of the more unusual guests 
was the chief of Bangladeshi intelligence, 
who recently paid an unpublicised visit 
to China. 





Wall Flower 


The IMF is expected to come into conflict 
with New Delhi over access for foreign 
consumer products during forthcoming 
negotiations for US$9 billion in loans to 
support India’s economic reforms. IMF 
officials will ask the Indian Government 
to provide a timetable for relaxing the 
near-total ban on imports, something not 
even mentioned in New Delhi's list of 
economic reforms. The fear of domestic 
industrial lobbies and the opposition. 
Bharativa Janata Party — which wants 
domestic deregulation behind protective. 
walls — has made the government 
extremely reluctant to loosen its import 
policies. 
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Patten in Peking: ‘secret deals’ claim rocks Hongkong. 


HONGKONG 





** i l » ^ v e » 4 AP. 

A "Ae at YE de A ES 

E wt "ow 
wee mae A, be 4 






t AE . egt 
l E DE ARM ATER $ 
Da Tent MM 
" > ri ag L^ 
m Eos ERE - aJ 


> 
LS - 
€. ? 
- 





itae 
T $4 





Pressure tacties 


China does its best to shock Hongkong into dropping proposals for 
democratic reform, but its call for the release of secret correspondence 
with Britain may be a diplomatic bluff. 


By Tai Ming Cheung in Hongkong 


n angry Chinese response to 

Hongkong Governor Chris Pat- 

ten's plans for greater democracy, 

backed by allegations of a secret 
deal between Peking and London, has 
clouded the colony's political scene and 
threatens to undermine local confidence in 
both the popular leader and his democrati- 
sation programme. 

Patten's proposals had aroused an ini- 
tial wave of enthusiasm after they were un- 
veiled in a speech to the Legislative Coun- 
cil (Legco) on 14 October. But on a visit to 
Peking in late October, Patten was in effect 
told to drop his reforms or face retaliation 
that could make Hongkong, virtually un- 
governable in the five remaining years of 
British rule. 

Underscoring the sense of crisis in Sino- 
Hongkong relations was Peking's arrest of 
Leung Wai-man, a journalist working for 
Hongkong's Express newspaper, who was 


accused of bribing government officials to 
obtain party and government documents. 
Although Leung's arrest appears not to 
have been directly connected to the bitter 
feuding between Britain and China, its tim- 
ing only added to the overall gloom. 

The main thrust of China's response to 
Patten came in the form of a news confer- 
ence by Lu Ping, head of the Chinese State 
Council's Hongkong and Macau Affairs 
Office, barely an hour after the governor 
had left Peking at the end of three days of 
official talks. 

Lu not only accused Patten of having 
violated the Basic Law — Hongkong's 
China-promulgated post-1997 constitution 
— but also of having reneged on a secret 
agreement reached two years ago between 
London and Peking. 

The Chinese official said that if Patten 
pressed ahead with plans to widen the 
colony's franchise before legislative elec- 
tions in 1995, Peking was prepared to sack 
Hongkong's executive and judiciary — as 
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well as its legislature — when the colony 
reverts to Chinese control in 1997. 

As for Hongkong's proposed new air- 
port, Lu said if the colony went ahead and 
built it without China's approval, Peking 
would take retaliatory measures — includ- 
ing closing Chinese airspace to any aircraft 
operating through it. 

But it was Lu's allegation of a secret 
deal that hit Hongkong like a thunderclap, 
at least temporarily overshadowing the de- 
bate over constitutional reforms. Lu claim- 
ed there had been a series of Sino-British 
understandings, some of which were con- 
tained in secret documents that Lu threat- 
ened to make public. These agreements, he 
said, sought "convergence" between 
Hongkong's current polity and the special 
administrative region (SAR) to be set up af- 
ter 1997. 

There was an immediate outcry in 
Hongkong over Lu's remarks, with politi- 
cians demanding that the alleged secret 
documents be made public. Apparently 
taken by surprise, Patten assured the colo- 
ny's shaken political community that Bri- 
tain had not entered into any secret ar- 
rangement over Hongkong’s political tran- 
sition from British to Chinese sovereignty. 
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sned session of Legco 





specially c 

day after returning from Peking, the 
governor asserted that "there was no se- 
-cret agreement about the 1995 elections" 
that would "bind the hands of either" Brit- 
ain or China. When asked whether he 
¿would allow the confidential diplomatic 
“correspondence to be made public, he re- 
-sponded that he “would have no objec- 
b ord if London and Peking agreed. 
.. Some observers said Patten's guarded 
reply over public disclosure contrasted 
¿sharply with his push for greater transpar- 
-ency. This raised speculation whether the 
documents contained potentially embar- 
rassing information. But the text of more 
than 40 pages of correspondence released 
by the Hongkong government on October 
28 in fact failed to reveal any direct conflict 
with Patten's proposals. The documents re- 
corded Britain's dissatisfaction at China's 
proposals for increasing the number of di- 
rectly elected seats in Legco. 

The. secret correspondence took place 
between January and February 1990 as the 
drafting of the Basic Law, aimed at guid- 
ing political developments in Hongkong 
after 1997, was being finalised. At around 
the same time, British Foreign Secretary 
Douglas Hurd and his Chinese counterpart 
Qian Qichen announced a public agree- 
ment to increase the number of directly 
elected legislators from 18 to 20 at the 1995 
Legco elections in return for "convergence" 
of the pre-1997 and post-1997 political sys- 
tems. 

One of the main concerns when this 
deal was struck was the lack of specific ret- 
erences to the composition of the 1995 elec- 


tion committee, which is responsible for | 


selecting the future chief executive of the 


Hongkong SAR and 10 legislators. Lu claim- | 


ed that London and Peking had agreed 
that the election committee would be com- 
_ posed of 800 people from different profes- 


sional sectors. One of Patten's proposals in . 


his constitutional reform package is that all 
members of the committee should be from 
. the directly elected district boards. 
The furore over the secret documents 
„has highlighted the lack of confidence 


- commitment to defend the colony's inter- 
-ests against China. China specialists at the 
.Foreign Office in London been widely per- 
ceived as being ready to sacrifice Hong- 
kong in return for good Sino-British rela- 
tions. 

^ Patten, whose flamboyant and tough- 
minded style is backed by good political 
connections in London, has distanced him- 
self from these policies and has conse- 
quently raised expectations in the colony 
that he would take a much tougher stance 
against Peking. But the disclosures over the 
secret arrangements had many people wor- 
ried whether Patten could effectively fol- 
low through on his promises of giving 
-Hongkong greater aui because of 












past British concessi 
The next phase of the drama could: i in- 


volve a mutual agreement by Britain and _ 
China to release the secret correspondence. i 


At the end of October, Britain was said to 
be studying this question with some ur- 
gency. 

Some Hongkong political analvsts, 
however, doubt whether China is willing 
to release secret correspondence with Brit- 
ain despite official claims of openness. By- 
ron Weng, a politics professor at the Chi- 
nese University of Hongkong, thinks that 
China may be bluffing as part of its attempt 
to appear to be following an uncompro- 
mising negotiating strategy. 

Other analysts wonder whether the re- 
lease of the secret correspondence would 
actually settle the dispute over electoral 
reform. In the past, leaked confidential cor- 
respondence between China, Britain and 
Hongkong has pointed to differences of 
political interpretation rather than a clear 
breach of agreements. 

One example was a letter written in 
October 1989 by Hongkong's political ad- 
viser William Ehrman to the Xinhua News 
Agency — China's de facto embassy in the 
colony — in response to Chinese protests 
over the Hongkong Government's decision 
to allow. Chinese swimmer Yang Yang to 
seek political asylum in the US. 

Ehrman said in the letter that the Hong- 
kong Government would not allow the 
colony to be used as a base for subversion 
against China, citing the arrest of radical 
demonstrators outside a Chinese National 
Day reception in 1989. Chinese officials 


thorities would use the police to 
any anti-Chinese activities, while } 


sto mean that the Hongk 


kong officials said the letter was me 
aimed to defuse Chinese anger by ref 
ring to past incidents. à 

The secrecy controversy served to mi 
fle a Legco debate on 21-22 October i 
Patten's constitutional package. Althou 
opinion polls and a series of public | h 
ings arranged by Patten in early Oct 
showed widespread grassroots suppor d 
the proposals, legislators were divided. ' 
the issue. 

Directly elected legislators, led. by ki 
eral members of the United Democrats of 
Hong Kong (UDHK), were firmly behind 
Patten’s moves towards greater democ- 
racy, though some argued that the propos- 
als did not go far enough. They were joined 
by about half the legislators from the func- - 


. tional constituencies. 


By contrast, most appointed members — 
and those legislators from business con- — - 
stituencies — in particular those fromthe 
conservative Cooperative Resources Cen- o 
tre — were either critical or non-commit- 
tal. Observers said the governor was dis- 
appointed by the lack of support from this. — 
traditionally pro-government faction. ue 

The political upheaval does not yet ap- — 
pear to have had much impact on Hong- 
kong's business sentiment. Although the ^ 
local stockmarket fell by 200 points, or 
3.19% of its value, on the first day of trad- 2 
ing following Lu's news conference, it re- 
couped most of its gains by cdimbing 155 
points the next day. " — 
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Back to the world 


Progress on MIAs boosts chance of Vietnam ties 


——————————————————— —————————— 


By Susumu Awanohara in Washington, 


many in Hongkong have over Britain's ! eee eee ewe 
! F arly this year, Theodore Schweitzer, 
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an American researcher working in 
the Vietnamese military archives in 
Hanoi, came across photographs showing 
the bodies of US servicemen killed in ac- 
tion. Schweitzer's discovery was the ex- 
actly the sort of evidence Washington has 
unsuccessfully sought for over a decade in 
trying to determine the fate of the 2,265 US 
servicemen listed as missing in action (MIA) 
in Indochina. Schweitzer subsequently 
passed on some 4,800 of the photographs 
to the US Defence Department. 
It was, however, not until late October 


| that a presidential mission to Hanoi, led by 


retired general John Vessey, returned to 
Washington with new MIA data and Ha- 





















noi's pledge to make further material avail- 
able to US investigators. President George - 
Bush called the information Vessey . 
brought back a breakthrough in the search.» 
for US Mias, and on 23 October said that ` 
“today, finally, I am convinced we can be- 
gin writing the last chapter of the Vietnam . 
War." 

While the announcement, coming less ` 
than two weeks before the US presidential 
election may or may not improve Bush's 
poll prospects, it has considerably bright- 
ened the chances of Vietnam gaining ac- 
cess to international financing. 

International financial sources told the : 
REVIEW that this breakthrough on the MIA 
issue means there will be a stronger senti- 
ment among the fund's other members to. . 
resume lending to Vietnam, even if Wash- 
ington still remains opposed to it. Japan, in 
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particular, is close to resuming lending on 
a bilateral basis once Hanoi successfully 
clears its arrears with Tokyo. Banking 
sources said the Japanese cabinet could 
take a decision on this issue in early No- 
vember. 

US analysts said the decision by the 
Vietnamese military to pass on the photo- 
graphs to Schweitzer, a private researcher 
working on a Pentagon grant, was prob- 
ably intended as a signal that it was 
prepared to open its files to US Govern- 
ment MIA specialists. 

Whether Hanoi’s urgent need for eco- 
nomic aid or its desire to balance China's 
increasingly aggressive policy towards 
Vietnam prompted the military's decision, 
the result has largely vindicated the suc- 
cessive US administrations’ policy of link- 
ing a resolution of the MIA issue as a pre- 
condition for lifting the trade embargo and 
normalising relations. 

However, as total success cannot be 
claimed until the remains of missing US 
servicemen still believed to be held by the 
Vietnamese are recovered, Bush is unlikely 
to lift the embargo or restrictions on inter- 
national lending without further Vietnam- 
ese cooperation on this issue and on the 
broader question of improved 
human rights. 

While Bush offered some new 
humanitarian aid to Vietnam, he 
made it clear that he was not 
rushing to normalise ties. Al- 
though many observers felt Bush 
was using the Vietnam break- 
through to win support in his re- 
election bid, others argued that 
even raising the possibility of re- 
storing ties with Vietnam before 
the fullest possible accounting of 
MIAS was a needless risk. 

Because of the election, the 
MIA issue has made the Bush ad- 
ministration particularly cautious 
in dealing with Vietnam. At the 
IMF, an informal French-led 
"friends of Vietnam" group was 
twice dissuaded from holding 
further meetings this year because the US 
indicated it would react strongly against 
the fund and those members which sup- 
ported Vietnam, international financial 
sources said. 

In 1989, Vietnam started a campaign to 
regain its good standing at the IMF by im- 
plementing an economic adjustment pro- 
gramme with advice — but not money — 
from the fund and making small, regular 
payments to the fund to keep its arrears 
there at the end-1988 level. Most IMF board 
members have been impressed with Viet- 
nam's programme, and are in favour of 
helping Hanoi clear its arrears with the 
fund and generally resume relations. But 
the US and Japan, the latter prodded by 
Washington, have opposed this. The US 
said it would not help Vietnam until it co- 
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operated fully with the Cambodian settle- 
ment and MIA accounting. 

The US has been isolated since last 
year's Cambodian settlement, and no other 
country saw MIA accounting as a condition 
for support for Vietnam in the IMF. Japan, 
as an ally of the US and a major potential 
donor to Vietnam, has urged Hanoi to re- 
spond positively on the MIA issue. 

Tokyo is now preparing to renew its 
long-suspended yen loan programme for 
Vietnam, frozen since Vietnam's 1978 in- 
vasion of Cambodia. Japanese Foreign 
Ministry officials said that all but technical 
issues have been worked out between the 
two governments, indicating that some for- 
mula has been agreed to pay off Vietnam's 
outstanding debts to Japan, which date 
back to 1978. The REVIEW understands that 
Hanoi's debt to Japanese government 
agencies now stands at just less than 
US$100 million. 

Japan already has a modest humanitar- 
ian aid programme underway in Vietnam, 
largely centred on rehabilitating a hospital 
built with Japanese funds by the former 
Saigon government. While the programme 
is small, it has provided the opportunity 
for a steady stream of Japanese officials to 





US soldiers search for clues of missing pilots in Vietnam. 


visit Vietnam and assess the state of its 
economy. 

Japanese companies have been lobby- 
ing hard for Tokyo to restart its aid pro- 
gramme, which would open the door to 
government-sponsored trade financing. 
Several major Japanese trading companies, 
including Itochu, Mitsubishi, Nissho Iwai 
and Mitsui, have established offices in Ha- 
noi and Ho Chi Minh City. The Bank of 
Tokyo, Japan's leading foreign exchange 
bank, is also expected to reopen its Ho Chi 
Minh City office once Vietnam repays a 
modest amount of outstanding debt. 

When Bush announced the break- 
through, both the IMF and World Bank had 
missions inside Vietnam. The IMF's was a 
regular "article four" mission to review 
Vietnam's macroeconomic policy. An in- 
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ternational financial official said: "We be- 
lieve Hanoi's reform has been pursued 
with vigour, the authorities commitment 
remains firm and their economic pro- 
gramme deserves international support." 

Analysts said that once Vietnam clears 
its arrears with the fund and establishes à 
programme, it can expect at least an IMF 
“stand-by” credit of up to about US$250 
million over a one-year period, under cur- 
rent borrowing limits. In addition, because 
of its good macroeconomic performance, 
Hanoi may gain access to additional fund- 
ing of up to US$600 million over a three- 
year period from the IMF's long-term, low- 
interest "enhanced structural adjustment 
facility." 

The World Bank and the Asian Devel- 
opment Bank have had extensive contacts 
with Hanoi, conducting numerous studies 
and working out investment priorities, 
pending normalisation of IMF-Vietnam ties. 
Priority areas include infrastructure, agri- 
culture and training. Given its stage of de- 
velopment and good performance, the 
World Bank would be willing to provide 
US$300-350 million in soft loans a year 
once Vietnam rejoins the world financial 
community, a bank official said. 

A key question is when the US 
will make the next move. Some, 
including a few IMF officials, take 
Bush’s 23 October statement as 
hard evidence that the US will 
stop objecting to the fund’s board 
of directors deciding on a pro- 
gramme with Vietnam, at the lat- 
est by April 1993 when the fund 
holds a major semi-annual meet- 
ing. They point out the US has a 
clause in its own “road map” for 
normalising relations with Viet- 
nam, which states it would “work 
cooperatively with other coun- 
tries . . . to help Vietnam eliminate 
its arrears in the IMF,” and that the 
latest breakthrough should re- 
verse or moderate the US stand. 
Some US officials agree. 

Others feel that is too optimis- 
tic. They point out that MIA accounting will 
take time, and say US businesses will lobby 
against multilateral money reaching Viet- 
nam before the US trade embargo against 
Vietnam is lifted. 

Many observers believe that Bush will 
want to move forward on Vietnam even if 
he loses the presidential election on 3 No- 
vember. Lifting the trade embargo, allow- 
ing multilateral lending and normalising 
diplomatic relations are among the remain- 
ing major steps. But if Bush loses and is 
unable to make progress before he leaves 
office in January, US-Vietnam relations un- 
der a new president may be stalled again. 

If this happens, the IMF board may fi- 
nally decide to take a decision to help Viet- 
nam without the US’ blessing, insiders 
said. Li 
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JAPAN 


breaking the mould 


Ruling party shaken by Takeshita faction battle 





By Robert Delfs in Tokyo 

he unexpectedly fierce battle for the 

i mantle of disgraced political god- 

father Shin Kanemaru is likely to 

end in à negotiated truce. But whatever the 

outcome, the character of Japanese ruling- 

party politics, for long dominated by a sin- 

gle shadowy super-faction, may never be 
the same again. 

Until 14 October, when his involvement 
in the Sagawa Kyubin political-funds 
scandal forced him out of parliament, 
Kanemaru controlled the Liberal Demo- 
cratic Party's (LDP) Takeshita faction, which 
has made and unmade prime ministers for 
the better part of two decades. Whether 
Kanemaru is succeeded by his heir ap- 
parent Ichiro Ozawa or by former LDP 
secretary-general Keizo Obuchi may have 
repercussions for Prime Minister Kiichi 
Miyazawa, who owes his job to the 
faction. 

Anti-Ozawa forces seemed in control 
last week after Obuchi was picked to suc- 
ceed Kanemaru at a late-night meeting of 
senior leaders on 22 October. The very next 
morning, Obuchi began a round of formal 
visits to Miyazawa and leaders of other LDP 
factions, who reportedly acknowledged his 
new status. 

But Ozawa refused to submit. After 
boycotting the senior faction leaders’ meet- 
ing on 22 October, the Ozawa group 
claimed Obuchi's elevation was invalid. 
More surprisingly — and embarrassingly 
for the party establishment — Ozawa went 
public with the dispute. This unexpectedly 
strong resistance by Ozawa suggests that a 
negotiated settlement is now the most 
likely outcome. But even if there is no im- 
mediate split, the deep divisions that have 
emerged within the faction since 
Kanemaru's fall will not disappear. 

The numbers reflect the deepening rift. 
Although former prime minister Noboru 
Takeshita and other senior faction mem- 
bers backed Obuchi, 36 of the 67 Takeshita 
faction members in the lower house of par- 
liament aligned openly with Ozawa, ver- 
sus a total of only 19 for Obuchi. The situ- 
ation is less clear in the upper house where 
so far none of the pro-Ozawa members 
have openly dared defy Shigenobo Sakano, 
the upper house faction leader who is op- 
posed to Ozawa. 

The Ozawa group also announced 
plans to set up a “policy study group,” the 
traditional first step in forming a new po- 
litical faction. The study group will be open 
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to members of other factions, Ozawa sup- 
porter Hajime Funada told a television talk 
show audience on 24 October. It also claims 
to welcome members of other parties who 
are committed to political reform. 

Other Ozawa group leaders, including 
Finance Minister Tsutomu Hata — whom 
the group had earlier offered as a compro- 
mise faction leader — meanwhile have 
preempted the political reform issue in a 
series of appearances on television talk 
shows. These cast Obuchi by implication 
as the defender of traditional LDP money 
politics. 

Hata quickly endorsed the results of a 
recent poll indicating that over 90% of the 
Japanese public want to see political fac- 
tions abolished. He and Ozawa are com- 
mitted to sweeping changes in the electoral 
system which would eliminate the need for 





Hata: committed to sweeping electoral changes. 


factions and remove the root cause of po- 
litical money scandals, Hata said. 

In a confidential message to a senior 
government official last week, Ozawa con- 
fidently made three points: "I will not leave 
the Takeshita faction; I will not say any- 
thing unnecessarily, and I will not lose." 
The most likely result now appears to be a 
compromise, allowing Obuchi to remain as 
nominal leader but ensuring a substantial 
say in factional affairs for Ozawa and his 
allies. This formula, characterised by the 
Nihon Keizai Shimbun as a "divorce while 
still living together," allows the Ozawa 
group to continue to build support both 
inside and outside the faction. 
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Ozawa's supporters in the 111-strong 
Takeshita faction significantly include al- 
most all the MPs serving their first or sec- 
ond terms in the lower house. The obvious 
antipathy of many older party leaders such 
as Miyazawa reinforces the idea of a 
generational basis to this dispute. 

But Ozawa is himself tainted by money 
politics and mistrusted by the public, 
which is the main reason why his alliance 
with the popular and telegenic Hata is im- 
portant. Hata also has:a reputation as a 
relatively clean politician. 

“Ozawa may be the most capable poli- 
tician, but he is too much of an activist,” a 
Tokyo observer explained. “He pushed 
hard to get Japan involved in the Gulf War 
[against Iraq] and to send Japanese mine- 
sweepers to the Gulf after the war, without 
waiting for a consensus. This is not the 
Japanese way.” 

Settling the Takeshita faction war is an 
urgent matter because Japanese politicians 
are bracing for more political shocks when 
parliament opens on 30 October, The main 
business of this extraordinary session was 
supposed to be the passing of a ¥10.7 tril- 
lion (US$88.4 billion) supplementary 
budget package to stimulate Japan’s flag- 
ging economic recovery. 

But the Social Democratic 
Party of Japan and other oppo- 
sition parties are under strong 
pressure to take on the LDP 
over political corruption, hav- 
ing failed signally to pursue 
the Sagawa Kyubin scandal at 
the May parliamentary session 
or during the July upper house 
election. 

The worry has been that op- 
position parties would threaten 
the supplementary budget in 
an attempt to force Kanemaru 
and former prime minister 
Takeshita to testify about their 
role in the Sagawa Kyubin 
scandal and their alleged ties 
to organised crime groups. 
Obuchi says Takeshita will re- 
spond to these questions vol- 
untarily, but opposition parties 
are demanding that he and 
Kanemaru testify under oath. 

Prime Minister Miyazawa appears to be 
the only beneficiary of the turmoil in the 
Takeshita faction so far. On the one hand, 
Kanemaru's political demise has removed 
Miyazawa's most powerful, if reluctant, 
political backer. But Miyazawa also enjoys 
much more scope to act independently, 
provided he can build bridges to other fac- 
tions in the LDP. “The stronger Ozawa be- 
comes, the easier for Miyazawa to form an 
alliance with Obuchi [and other factions 
leaders like] Foreign Minister Michio 
Watanabe and Hiroshi Mitsuzuka,” a gov- 
ernment official explained. “He is a very 
lucky old man.” " 
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JAPAN 
Kurile plan abandoned 


One month after outraging the 
Japanese Government, Carlson 
and Kaplan (Hong Kong) Ltd 
has abandoned plans to build a 
holiday resort on the Russian- 
occupied island of Shikotan in 
the Kurile group. The firm, a 
front for a Taiwanese investor, 
told the Japanese consulate in 
Hongkong on 22 October that 
it would cancel its land lease 
"in light of the territorial 
dispute . . . between Japan and 
Russia" over the islands. News 
of the deal emerged just as 
Russian President Boris Yeltsin 
cancelled a trip to Tokyo, 
which had linked economic aid 
with a Russian promise to 
return the islands seized at the 
end of World War II. "We 
understand the case is closed," 
Deputy Japanese Consul- 
General Mitsuaki Kojima said. 


Clinton worries manufacturers. 


CHINA 


Alarm over Clinton 


Alarmed by would-be- 
president Bill Clinton's hard 
line on China, the US National 
Association of Manufacturers 
said on 23 October that it 
would soon endorse most 
favoured nation (MFN) status 
for China without human 
rights links. The association, 
US manufacturers' leading 
lobby group, considers the 
links ineffective. Clinton has 
criticised President George 
Bush's unconditional support 
of China's MFN status. 
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Dissident back in US 


Chinese dissident Shen Tong 
returned to Boston after his 
release from two months' 
detention on a sealed-off floor 
of a Peking hotel. He was 
arrested just before he 
launched the Peking branch of 
his Massachusetts-based 
Democracy for China Fund. 
Observers say Shen's 
continued detention would 
have unduly complicated Sino- 
US relations. 


SOUTH KOREA 


New coverup claim 


Opposition Democratic Party 
MP Sonn Se Il on 26 October 
released part of what he 
claimed is a CIA secret report 
that said there may have been 
survivors from the Korean 
Airlines Boeing 747 shot down 
in Soviet airspace on 1 
September 1983. The extract 
from the report, which has 
nothing to identify it as 
coming from the CIA, claims 
evidence from Russian 
emigres shows that survivors 
were sent to labour camps as 
part of a coverup to support 
Soviet claims that the flight, 
with 269 passengers and crew, 
was on a US-sponsored spying 
mission. 


INDIA 
South African openings 


India will soon open a 
"cultural centre" in South 
Africa with consular and visa 
functions, New Delhi 
announced on 22 October. An 
External Affairs Ministry 
spokesman said the plan had 
been approved by the African 
National Congress. 


THAILAND 
Lao rebels expelled 


The brother of Gen. Vang Pao, 
who led a ClA-trained army of 
Hmong tribesman in Laos 
during the Indochina War, 
was deported by Thai 
authorities on 21 October. 





Kurile islanders: no resort. 


Vang Fung and another ethnic 
Hmong, Moua Yee Julan, had 
been arrested 10 days earlier 
on suspicion of planning a 
cross-border raid into Laos. 
Both were deported as US 
passport-holders. Vang Pao 
has been living in the US since 
the war ended. In July, Thai 
authorities arrested seven 
other Hmong tribesmen, three 
of them US passport-holders, 
in similar circumstances. 


PHILIPPINES 
Police on murder charge 


The Justice Department on 22 
October organised a panel of 
prosecutors to charge 132 
police officers and men for the 
murder of 14 people the police 
allege were killed in a raid on 
16 March to rescue kidnapped 
American executive Michael 
Barnes. At that time, the 
incident was portrayed as a 
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successful police operation 
against a breakaway 
communist urban guerilla 


» group. In a subsequent report 


to the Justice Department, the 
National Bureau of 
Investigation said the 14 
alleged kidnappers were killed 
“in cold-blood,” with several 
of them shot in the back of the 
head while lying down. 


Narmada dam funding 


The World Bank's executive 
board decided on 23 October 
to continue funding for India's 
controversial Narmada Valley 
dam project, but said it would 
review the matter again in 
April 1993 after seeing how 
the state governments of 
Madhya Pradesh, Gujarat and 
Maharashtra handled 
environmental problems and 
resettlement of villagers. The 
bank has already disbursed 
US$327 million of the US$450 
million it has allocated. 


TAIWAN 


Court acts on dissident 


Taiwan's High Court has 
released independence activist 
George Chang on bail of 
NT$300,000 (US$11,800), 
freeing what opposition 
sources say was the last pro- 
independence political 
prisoner in the country. 
Chang, chairman of the World 
United Formosans for 
Independence, had been 
charged with masterminding a 
letter bomb attack on 
government officials in 1976. 
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AS LONG AS DELIGHTING 
SOMEONE ELSE IS ONE OF YOUR 
GREATEST DELIGHTS ... 
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Grace and balance: the quest of German Frers. 


German Frers frequently 
competes in the world’s foremost 
yacht races, sailing yachts built 
to his design. His yachts are 
admired by all discriminating 
yachtsmen for their beauty, 
seaworthiness and race-winning 
speed — factors that create a 
rare combination of grace and 
pace. 

Many famous yachts began 
life on the drawing board in 
German Frers' studio: Whit- 
bread Round the World race 
winner, Flyer; production yachts 
for Nautor of Finland and 
Beneteau of France; and 
Boomerang, the world champion 
maxi yacht. 
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Since her launch, Boomerang 
has been winning prestigious 
races in Florida, Hawaii, 
Newport, Rhode Island and 
Porto Cervo, Sardinia. 

For Frers, "Sailing is the 
purest form of freedom.” He 
first experienced this freedom 
when he was only eight. Now 
he is able to face gales with a 
calm born of long experience. 

"Sailing is a lifetime passion, " 
he says. "In a race everything is 
put to the test, from the design 
of the boat to the smallest piece 
of equipment." 
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And it is precisely in these 
testing circumstances that 
German Frers rates most highly 
the toughness and reliability of 
his Rolex Oyster. He finds it as 
trustworthy as a crewmate, 
dependable at all times. 

"My Rolex," he says, “is 
a true expression of my way 
of life. It represents the same 
ideal balance between the 
aesthetic and the efficient that 
I try to achieve in all my 
designs." 

From a man of Germán Frers' 


reputation, we V 
find this an 








eloquent ROLEX 
testimonial. of Geneva 
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THE ROLEX CENTRE Bangunan Arab Malaysian, 55 Jalan Rajah Chulan, Kuala Lumpur, West Malaysia. Tel: 03-2322709. 


aes 





JAPAN-CHINA 


Saving faces 


Both sides gain from emperors visit 








By Lincoln Kaye in Peking 
ll was forgiven and forgotten as 
A China and Japan used Emperor 
Akihito’s six-day visit to lay to rest 
the ghosts of the past. 

Japan got off with an expression of re- 
gret for atrocities committed during its 
1931-45 occupation of China. For its part, 
China could point to the prestige of an im- 
perial visit to deflect criticism of its 1989 
massacre of students at Tiananmen Square. 
Both sides, then, got what they wanted: 
"That's what you call win-win diplomacy,” 
an Asian diplomat said, 

The only losers were advocates of 
greater international accountability for To- 
kyo's war crimes in the 1930s and 1940s 
and critics of Peking’s current human- 
rights violations. Student activists, who 
had earlier seized upon the war crimes is- 
sue with tacit official encouragement, never 
got anywhere near the emperor's tightly 
policed itinerary. 

The trip was the highest-level state visit 
that China has been able to arrange since 
the 1989 Tiananmen massacre. Observers 
saw it as a benchmark in the restoration of 
Peking's international legitimacy and a 
harbinger of increased Japanese investment 
in China. The symbolic Sino-Japanese rap- 
prochement also sends a warning signal to 
the US, Tokyo's main trade rival and 
China's harshest human-rights critic. 

In exchange for this diplomatic divi- 
dend, all that Peking had to swallow were 
a couple of carefully chosen words in the 
emperor's state banquet speech designed 
to salve China's war wounds without un- 
duly riling the pride of Japanese rightists. 

At the banquet, Chinese President Yang 
Shangkun magnanimously accepted the 
emperor's quasi-apology by observing, in 
effect, that we can all learn from our mis- 
takes. In 1931-45, when Japan controlled 
large portions of the country, Chinese casu- 
alties were estimated at 21 million killed 
and maimed. 

Such depredations have left a legacy of 
real and spontaneous anti-Japanese senti- 
ment among most Chinese, except in a few 
enclaves like Liaodong in northeast China 
where the occupation was relatively be- 
nign. Peking has not hesitated to fan the 
flames of resentment over the years with a 
steady stream of jingoistic war films, school 
books and atrocity museums scattered all 
over China. 

The only official war reparations China 
ever received were 34 warships presented 
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Akihito at the Great Wall: no losers. 


in 1947 when the remnants of the Japanese 
fleet were parcelled out among the four 
main World War Il victors. When Sino- 


Not too little. . . 


The main diplomatic cargo of Emperor 
Akihito's visit to Peking was contained 
in two words in his toast to Chinese 
President Yang Shangkun. They were 
chosen with great care to appease Chi- 
nese rancour at Japan's World War II 
depredations, yet not to offend Japanese 
nationalists as too humiliating. 

In the official English version of the 
speech, the emperor "deplores" the 
"unfortunate period" in which Japan 

"inflicted great sufferings on the people 
of China.” With “a sense of deep re- 
proach,” he says, the Japanese people 
“believe such a war must never be re- 
peated” and “resolve to tread the path 
of a nation.” 

Written in Chinese ideograms, 
which are used in both the Chinese and 
the Japanese languages, neither word 
carries as clear a connotation of guilt as 
the English equivalent. Furthermore, 
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Japanese diplomatic relations were re- 
established, Peking officially renounced 
reparation claims. But that has not stopped _ 
ostensibly private groups from dredging - 
up the issue with increasing frequency in | 


the late 1980s. In a police state like China, —' 


this could not be done without some 
degree of official backing. 

In 1988, 28 alleged victims filed claims 
with the Japanese Embassy for reparations 
of up to US$120,000. The next year, claims 
of Y5 million (US$30,000) apiece were filed 
against a Japanese Government-linked con- 
struction company on behalf of 986 Chi- 
nese labourers who had been shipped to 
forced labour camps in Japan. The claims 
are still pending. 

Reparations activists have lobbied the 
last two sessions of the Chinese People's 
Political Consultative Conference, a quasi- 
representative talk shop, and succeeded in 
getting a resolution tabled at the latest ses- 
sion. The resolution's sponsor, Anhui 
deputy Wang Gong, estimates that Japan 
owes China about US$300 billion in repa- 
rations, one third of it to the government 
and the rest to individual Chinese. 

With numbers like that tossed around, 
Tokyo has every reason to congratulate it- 
self on getting a bargain in the Akihito 
visit. Not that the Sino-Japanese rapproche- 
ment is without a sizeable cash component 
of its own. Japan leads the league of Pe- 
king's aid donors, with nearly ¥1 trillion 
extended since 1980. And Japanese banks 
have more than four times that amount of 
Chinese debt on their books, 25% more 
than is held by the rest of the world. Two- 
way trade is growing at an estimated 14% 
a year. In 1991, it amounted to US$23 bil- 


according to Peking Normal University 
philologist Li Dakui, the words have 
slightly different resonances in Chinese 
and Japanese. 

Li, most of whose pre-university - 
education was in Japanese when his 
native Manchuria was under Japanese 
occupation, believes the Japanese term 
kanashimi (officially translated as ^de- 
plore”) is lighter in meaning than the — 
Chinese equivalent tong xin. | 

Most ambivalent of all, though, is the 
verb hansei, or fanxing in Chinese. "It 

tes the id for ‘eye’,” Li | 
points out. “At its most literal level, it 
means ‘introspect,’ without any neces- 
sary connotation of ‘reproach’.” 

The most famous classical citation 
for the word comes from the Analects, 
the principal work of the Confucian . 
canon. Confucius declares that he 
makes it a point to fanxing three times 
every day. The sage, Li notes, was 
hardly a guilt-wracked personality. 

m Lincoln Kaye 
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lion, with a US$5.6 billion surplus in Chi- 
na's favour. 

Japanese direct investment in China to- 
talled nearly Y180 billion last year, ranking 
it third in the country, behind only Hong- 
kong and Taiwan. Direct investment could 
grow exponentially if a consortium of six 
Japanese companies goes ahead with plans 
for a US$4 billion petrochemical complex 
announced in the week of the emperor's 
departure. 

With so much at stake, the Chinese 
hosts took extra pains to ensure that noth- 
ing embarrassed the emperor. Leading 
reparations petitioner Tong Zhen was 
packed off to Sichuan by his "work unit." 
Campus activists were kept under close 
surveillance. “We had already served our 

of raising the Sino-Japanese ante," 
one student shrugs. "The authorities 
wanted to make sure that our little out- 
bursts didn't spill over into other fields. But 
the issues won't go away," he warned. 
"None of them." 

A Northeast Asian diplomat, after por- 
ing over Akihito's statement, said: “At least 
he says 'my country inflicted great 
sufferings, rather than just 'there was an 
unfortunate interlude.’ So we've moved 
from the passive to the active voice. At this 
rate, the emperor might yet make it to 
Seo " 

The diplomat argues that, in addition to 
the "big triangle" of Tokyo-Washington- 
Peking, the visit has to be viewed in the 
context of the regional triangle of Korea- 
Japan-China. Earlier this month, President 
Roh Tae Woo became the first South Ko- 
rean head of state to visit Peking. With its 
freshly normalised relations, Seoul stands 
poised to move into the front ranks of 
China trade and investment, vying with 
Japan for market share in the same Man- 
churian sphere of influence. 

After the state banquet, the Akihito visit 
amounted to a series of photo opportuni- 
ties at tourist spots like the Great Wall and 
the Tang dynasty capital of Xian. Con- 
spicuous by their omission from the itiner- 
ary were two of China's most celebrated 
attractions: Peking's Ming Tombs and the 
Qin dynasty's Terracotta Warriors of Xian. 

A spokesman for the Japanese imperial 
office explained these omissions by citing 
the emperor's interest in the Tang (AD 618- 
907) dynasty, which marked the major in- 
fusion of Chinese culture into Japan. 

But an opera that was playing at Pe- 
king's Capital Theatre during the visit sug- 
gests an earlier provenance for Chinese 
cultural influences in Japan. It relates the 
story of Xu Fu, a servant of the founding 
Qin dynasty (221-206 BC), who, legend 
says, led an expedition of Chinese youths 
and maidens to colonise the barren rock 
that was later to become Japan. 

"And Akihito thought he was de- 
scended directly from the sun," chuckled a 
Chinese theatre-goer. LI 
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Robots and puppets 


Manchu princess remembers the past 


t a Japanese Embassy reception, 
A Japanese Emperor Akihito chatted 

about the October weather with Pu 
Jie, brother of China’s last reigning Qing 
dynast. But Pu Jie’s cousin, Aixinjuelo 
Xuanqi, youngest of the 38 children of the 
Qing reformist Prince Shu, stayed home to 
tend her ailing husband, a Shanghainese 
labourer she met in the Tianjin work farm 
where she was sent during the Cultural 
Revolution. 

Home for the couple is a two-room gov- 
ernment-issue flat just beyond the Third 
Ring Road. Her narrow room is dominated 
by a huge brass bedstead and a formica 
bookshelf full of Japanese paperbacks, old 
photograph albums and china dogs. 

Her bearing remains as regal as ever, as 
befits a 1939 graduate of the Gakushuin 
(Imperial Peers’ School), a 
finishing academy for off- 
spring of Japanese, Korean 
and Manchu nobility. At 74, 
Aixinjuelo is old enough to 
remember the gala Tokyo 
fetes that greeted Akihito’s 
birth. 

The newly arrived school- 
girl initially stayed at the 
consulate of Manchukuo, the 
Japan-sponsored pup- 
pet kingdom in North- 
east China nominally 
headed by Pu Jie's 
brother Pu Yi. “Not 
that the Japanese Em- 
peror Hirohito himself 
was any less of a pup- 
pet,” she adds. “One of 
our classmates’ father 
was a prime minister 
who killed himself 
when he couldn't get the emperor to turn 
away from the militarists." 

The current emperor, too, she charac- 
terises as a "robot" under the control of 
politicians, businessmen and diplomats. 
Still, she favours Akihito's visit here and 
finds Japanese and Chinese opposition to 
it misguided. 

"Let him come out. Palace life is so stul- 
tifying. One really doesn't know anything 
at all until one's experience has been broad- 
ened a bit. Let him see some of China for 
himself. If he feels moved to apologise, of 
his own accord, then it would mean some- 
thing. And if he doesn't — well, no need." 

Aixinjuelo’s own "broadening" came 
the hard way. Leaving Tokyo in the grip of 
its wartime privations, she wound up — 
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by the time of the 1949 communist takeo- 
ver of China — on her own in the family's 
Peking house with her brother's children 
to look after. 

She sold off the family jewels, furs and 
furniture "for a pittance." In the early 1950s 
she launched a celebrated noodle shop in 
the family courtyard that catered to politi- 
cians, actors and diplomats. After selling 
the venture to the state, she worked briefly 
as a Japanese translator before she was 
caught up in the anti-rightist campaign. 
She was jailed for 15 years, and then spent 
another decade in a reform-through-labour 
farm in Tianjin. 

She married her husband, a trustee of 
the work farm, chiefly in order to get out 
of the communal dormitory, she cheerfully 
admits. The marriage has proved durable. 
Their adopted son, a 
teenage hoodlum who 
had been sent to the farm 
for brawling, has now 
migrated to Japan. 

It was not until 1979 
that they managed to 
make their way back to 
Peking, securing a flat 
through the natural fam- 
ily of their adopted son. 
Three years later, one of 
Aixinjuelo's Gakushuin 
schoolmates tracked her 
down through the Pe- 
king contacts of Pu Jie's 
Japanese sister-in-law. 


NYd 2D À 





Aixinjuelo as She was plucked out 
she is now, of her Third Ring Road 
and in 1943. flat and flown back to Ja- 

pan for her class reunion. 


Staying in the mansions and palaces of her 
school friends, she found Tokyo "not much 
changed really; maybe coarsened a little." 
But most of the classmates greeted her by 
begging her pardon. 

"Now, those were apologies — heart- 
felt and intensely personal." The one word 
subsumed so much history: “pardon” for 
the militarism, for the Manchukuo illusion, 
for the Japanese debacle that ushered in 
the communist takeover, for imprison- 
ment, for the years of lost contact. 

Only Japanese could load their words 
with such sincerity, Aixinjuelo is con- 
vinced. "They're simpler people, more di- 
rect. Chinese have been so long oppressed, 
they've been obliged to become selfish and 
more analytical. They seem submissive, but 
they're just waiting for their chance." 

E Lincoln Kaye 
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on the line to prove Astra SP 
will improve 
your bottom line. 


Purchase an Astra SP 
and if your bottom line 
doesn't improve, we'll 


give you $100,000. 
“ft so convinced that 
the r Astra SP is the 


right business machine for 
your business that we are 
willing to make you this 
offeliihy are we so con- 
fident? Because in todays 
business environment 
where operating expenses 
continue to be a critical 
factor in achieving "bottom 
liné" objectives, Astra 
engineers designed the Astra 
SP for you. It's an aircraft 
that - 


short-field perfor- 
mance at an operating cost that's so 
competitive it will even make your 
Chief Financial Officer smile. So, to 
prove our point, if your bottom line 
has not improved after the first full 
fiscal year from the time you take 
delivery of a new Astra SP from us, 
we'll give you $100,000(U.S.). 


Delivered in a nice leather briefcase. 


Your global 
office in the sky 


In this rapidly changing world of 
global business, you also need to con 
sider a business jet that can give you 
access to worldwide marketplaces. 
Once again, Astra SP is the right 
choice. Its unequalled performance 
and range is a triumph of design 


finesse over brute power. And Astra is 


so aerodynamically efficient, it 
offers the highest operating 
speeds in its class. In fact, 
Astra 
already has 
33 world speed 
records to its 
credit. 

So, when you re 
considering the pur- 
chase of a new business Jet, 
heres a key fact to remember: 


Leadership...by design 


you Il have to spend at 
least $7 million more to 
match the performance 
and versatility of an 
Astra SP 


it all comes down 
to the bottom line 


Astra SP is the best kept 
secret in the industry. And 
with good reason. Because 
Astra gives you a level of 
high-speed, long-range and 
short-field performance 
that the competition 
never wants to talk about. 

A level of performance that will 
improve your bottom line, and 
we're willing to put up $100,000 
to prove it. Now, that's an offer 
you can't refuse. 

For the details and effective 
dates of our $100,000_ offer write 
or call our President, 4 
Roy E. Bergstrom, | 
at 609-987-1125 or fax us on 


your business 

letterhead at 
609-987-8118 and we'll be 
pleased to send you the details. 


















y Suhaini Aznam in Jakarta 


dthough. Indonesia’ S next presiden- 
tial election falls in March 1993, the 
^X. country’s. political: elite have al- 
ready fixed their gaze on the 1998 race. The 
focus of their interest in next year's poll is 
^which candidate will be selected to serve 
. asSuharto's vice-president, for what many 
observers view as his last five-year term. 
^; Suharto's decision not to name a clear 
uccessor lies at the root of the issue. It is 
- as if the president is indulging in a form of 
political Darwinism, intended to test the 
> second echelon of Indonesia's lead- 
_ ership in order that only the fittest 
_ contender survives to claim his 
- mantle. 
Suharto himself accepted nomi- 
|. nations to a sixth term of office on 
.... 20 October, when the ruling Golkar 
_ celebrated its 28th anniversary. The 
_ United Development Party pro- 
posed him last April and the armed 
-. forces (Abri) backed him on 5 Octo- 
___ ber. Only the tiny Indonesian Demo- 
: es Party has yet to name its 
















SS - With the top post sewn up, at- 
.. tention has switched to the vice- 
[jj presidency, which has become a cru- 
«cial job for the first time in decades. 
__ Whether or not Suharto stays on for 
- a full five-year term, whoever. is 
| olecied vice-president in March 1993 
-will be the leading contender to suc- 
ceed him. | 

... Although Suharto, 71, is healthy, 
he is almost certain to make this his 
sixth and last term. The signs are 
there: having steered the nation past 
the major domestic pitfalls of the post-in- 
pendence 5 years and set the economy on 
| ward c course, heis ready to ee elder 





























nae o oes since e 1967 lived 


Spe 
m his shadow. And. despite e efforts by 


oice of Suharto’ vice-president key polls issue 





ved. Further, the merits of each candi- 
date are being openly discussed in the lo- 
cal press. Political analysts have welcomed 
this trend towards greater openness. 

In 1987, in the run-up to incumbent 
Vice-President Sudharmono's appoint- 
ment, there was little public discussion of 
the candidates. "Up to the eleventh hour, 
no one knew Sudharmono was getting [the 
jobl" former Golkar MP Marzuki Darus- 
man said. 

For the first time, too, the various sce- 
narios being discussed pit military candi- 
dates against civilian aspirants. Abri wants 


| THINK NU IS A STRONG 
/ MOSLEM ORGANISATION 


AND ABDURRAHMAN WAHID 
IS THE UNDISPUTED LEADER 


CAN HE BECOME A 
PRESIDENT ONE DAY? 


/ 
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NO, POPULARITY DOES NOT 


| ALWAYS MAKE A PRESIDENT | 
Indonesian Observer's jibe at the leadership question. | 


to see one of its own men at the helm, to 
ensure the military's dominance over In- 
donesian politics. This is particularly im- 
portant given recent debates over whether 
Abri should remain actively involved in 


tempt that brought Suharto to power. 
The military's front-line candidate is 


Abri chief Gen. Try Sutrisno, 57, an army - 
engineer. Although Sutrisno's star dipped - 
after the army killed at least 50 civilian - 


demonstrators in East Timor: last Novem- 


ber, Suharto kept him on and he seems to 


thein- have survived the incident with his repu- 










—. tation intact. 
. The civilian front-runner,. Minister of 
han Research and Technology Bacharuddin - 
ive Jusuf Habibie, 56, is more controversial. An. - 


than 25 government 

€ | s or special projects — in- - 
dudis the showpiece Industri Pesawat — 
Terbang Nusantara, a manufacturer of 


. military and commercial aircraft. 


Unsurprisingly, both men are Suharto i 
loyalists. Sutrisno was Suharto’s adjutant 
for four years while Habibie is very close 
to the first family. 

But Abri’s leaders are against Habibie’s _ 
candidacy as they feel he would challenge 


their own interests. Moreover, Habibie 
heads the Indonesian Muslim Intellectua 








Association (ICMD, set up in late 1990.3 
the purpose of encouraging educated Mus- 
lims&o participate more directly in the pub- 
lic and private sectors. Although ICMI's first 
assembly drew only 550 members, Abri 
considers any move to create an Islamic 
political organisation as a latent threat. 

Precisely to deflect such allegations of. 
partisanship, Abdurrahman Wahid, chair- 
man of the theoretically apolitical: 
Nahdlatul Ulama (NU), Indonesia's- 
largest Muslim group, on 25 Octo- 
ber reiterated its stand that the NU 
would not sponsor any candidate 
for vice-president. 

Habibie's greatest advantage, 
and by extension also his greatest 
liability, is his closeness to Suharto. 
“They are like father and son,” said 
retired general Sayidiman, who had 
served as the commanding officer 
for a number of today's senior offic- 
ers. 

Habibie has known Suharto since 
he was 13, when Suharto — then. a 
lieutenant-colonel — was posted to 
Habibie's home town. Suharto often 
took his meals with the Habibie fam- 
ily and was present when Habibie's 
father died. A special bond was 
formed between the youth and the 
young officer that has continued to 
this day. 

Perhaps confident of this special 
relationship, Habibie gave an inter- 
view to Tempo magazine's 10 Octo- 
ber edition when he, in effect, declared 
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himself ready to serve as vice-president. In 
response to a question, he said: “Where is 
the man in Indonesia who, given dedica- 

-tion and education, can say no to the peo- 

politics 27 years after the abortive coup at- 


ple if the people so request and if those 


who hold the mandate [parliament] too re- 


spectfully ask it of him.” 
When asked to comment on the fact that 


-he is a relative newcomer to politics, he | 


replied: “In 19 years I have taken intensive — 
lessons from ‘Professor’ Suharto. If I had 
spent that time in a university, I would 
have acquired a PhD thrice over.” 

The statement rocked lakarta's elite, 


Who are unaccustomed to even such ellip- 
tical bids for office. With the March elec- - 
tions still five months away, some thought 


d engineer x Going with a. eputation: of f. Habibie } had been too D d aa Out- ; 
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the powerful 
| Technically, the 1,000-member People's 
Consultative Assembly will elect a vice- 
president from the nominees put up by the 
four political factions represented in par- 
liament. In reality, the vice-president has 
always been the president's choice, since 
the assembly recognises that the deputy 
would have to be someone the president 
feels he can work with. 
. Abri hopes this means Sutrisno. But if 
Sutrisno has a fault it is that he is too 
pliable. “Try is not a strong enough per- 
sonality, which makes him acceptable to 
the d cen but means he cannot pro- 
vide... balance,” one academic said. “We 
need someone who will stand up to 
-© Suharto.” 
2 In 1987, Murdani opposed the appoint- 
. ment of the more independent minded 
*- Sudharmono. Suharto prevailed and chose 
_ Sudharmono, now 65. The vice-president 
. has shown. himself to be both loyal and 
.. capable. He held the key state secretary's 
... post for two terms since 1973 and later 
"s served as Golkar chairman from 1983-88, 
-= when he reorganised and strengthened the 
> party. 
| However, Sudharmono — who holds 
military rank but is from the army's ad- 
ministrative rather than combat wing — 
<= has also built a power base within Golkar 
which asserted some independence from 
_ Abri. The military felt particularly threat- 
== ened by Sudharmono's attempts to whittle 
~~ away Abri's influence from its civilian base, 
and after he became vice-president, tried 


v to regain some lost ground. This time, Su- | 


.. harto may want to appease Abri and drop 
_. Sudharmono, analysts said. 

= > One contender some groups agree 
would make a logical choice for the post of 
^e vice-president is Home Minister Rudini, 62, 
|" who meets the requirements of having 
served in the military and gained adminis- 
^ trative experience by holding the strategic 
|^ Home Affairs portfolio. But Rudini has one 
serious liability. In late 1987 he took a sec- 
<. ond wife, which angered Suharto's influ- 
ential wife. 

- By 1997, the political situation “will be 
a free-for-all,” Sayidiman said. "The vice- 
president would have a slight advantage, 
but need not necessarily become the presi- 
dent. Personally, Suharto might want 
Habibie. But because he is a statesman, he 
might take someone like Sutrisno to ap- 
pease Murdani and Abri,” Sayidiman 
added. 

. Only Suharto knows. But by maintain- 
ing his silence, he has ensured that the jos- 
tling continues. Much, therefore, hinges on 
Suharto’s own plans. A smooth succession 
would be assured if Suharto stepped down 
but remained in the background as elder 
statesman. “But once he goes, the whole 
ae changes,” Darusman said.  @ 
















right ambition is culturally taboo to the | 
Javanese, who appreciate self-effacement in 
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Stoking the 


he swift collapse of an attempt by 

r: Tajikistan’s communist old guard to 

reinstate deposed president Rak- 

hmon Nabiyev may have prevented much 

heavier bloodshed than the 150 or more 

people thought to have been killed during 
the three-day crisis. 

But the rebels' decision to withdraw 
from key buildings in the Tajikistan capi- 
tal, Dushanbe, in return for à token agree- 
ment to have parliament consider their 
case, does not mean the country is any 
closer to peace. Rather, the episode sug- 
gests a yet another standoff between the 
former communists and the Islamic funda- 
mentalists who form one of the two most 
powerful groups within the opposition al- 
liance in the three-month old struggle for 
Tajikistan. 

Some diplomats in Dushanbe believe 
the next stage in the struggle could begin 
with an attempt by Islamic fundamental- 
ists to assert themselves more forcefully. 
This could be done with the help of Iran, 
which has been channelling money, and 
probably arms, to many of the Tajik fac- 
tions. 

Meanwhile, President Akbararsho 
Iskandarov's interim government — based 





ace 


Battle lines drawn as Tajikistan spirals into civil war 


on an uneasy coalition of Islamic groups, 
democrats and former communists — re- 
mains split over whether to allow the de- 
ployment of peacekeeping forces from the 
Commonwealth of Independent States (CIS) 
in the southern district of Kurgan Tyube, 
where clans loyal to Nabiyev are fighting 
Islamic radicals. 

Iskandarov is committed to implement- 
ing a plan agreed at a recent CIS summit 
meeting to despatch 450 Kirgyz troops to 
form a buffer zone between the different 
clans fighting for control of Kurgan Tyube. 
He also wishes to maintain a Russian troop 
presence in Tajikistan, but this is ada- 
mantly opposed by Islamic leaders. "I have 
no faith in the Cis or in Russia, and no for- 
eign forces can restore peace," said Deputy 
Prime Daulat Usman, a member of the fun- 
damentalist Islamic Renaissance Party 
(IRP). 

Usman's statement was made before 
the coup attempt. But Islamic fundamen- 
talist opposition to CIS involvement in 
Tajikistan's affairs has probably intensified. 
Opposition party leaders who fled the 
Kurgan Tyube district told the REVIEW that 
Russian troops, nominally posted there as 
peacekeepers, had been helping the re- 
gion's Kuliab clan which supports 


Nabiyev. 





The standoff between Iskandarov and 
the government's Islamic wing also ex- 
tends to plans for a negotiated ceasefire in 
the south and measures to revive the coun- 
try's collapsed economy. Meanwhile, in 
homes and mosques across Dushanbe, all 
parties and factions are amassing weapons 
and organising their own militias in prepa- 
ration for the next round of fighting. 

At Dushanbe's central mosque, Qadi 
Akbar Toradzhon Zoda, once the neutral 
spiritual leader of Tajik Muslims and now 
a powerful advocate of an Islamic state, is 
arming his followers. Young men in khaki 
uniforms show off their newly acquired 
Kalashnikov assault rifles. Sources say 
Zoda has at least 8,000 men outside 


Mountains, with a strong chance of being 
stopped by unfriendly, armed groups. 
Everyone is trying to get out of 
Dushanbe. Russians have sold their 
homes at giveaway prices and are beg- 
ging for airline seats to Moscow. Uzbeks 
are moving to Uzbekistan and ethnic Ger- 
mans to y. On one recent Tajik 
Airways flight to Moscow, there were 25 
passengers too many. They stood in the 
galley for the entire seven-hour flight. 
For the newly opened diplomatic mis- 
sions, Dushanbe is a real hardship post. 
No premises have yet been made avail- 
able to them and the US, Chinese, Turk- 
ish, Pakistani and Iranian embassies are 
operating out of the city's two main ho- 
tels. In the lobbies prostitutes, pimps and 
gun runners have set up shop. Some dip- 
lomats receive regular death threats and 


Iranian delegation who are 
treated everywhere as the de facto rulers 
of the city. 
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Dushanbe, though many do not yet have 
weapons. 

At the headquarters of the opposition 
Democratic Party (DP) in the centre of 
Dushanbe, the party's military wing has 
set up a training base and arsenal. "We are 
fighting for peace in Dushanbe," said 
Nazarudin Zuberdulla, head of the DP's 
military wing. "We are forming a national 
guard of 4,000 men, and our women are 
selling their jewellery to buy guns," he 
added. 

The opposition is arming itself to not 
just to topple the government, but to ready 
itself for the time when the fragile alliance 
between Islamic fundamentalists and 
democrats falls apart and an even wider 


Many foreign businessmen left the 


city after a prominent Pakistani business- 

men was shot dead at dinner in 

ber. Indian and African students are also 
ing to leave, after some of them were 

robbed and beaten up. 

For ordinary Tajiks, life is a daily 
grind of trying to keep pace with the 
ever-increasing food prices. There is no 
fuel for trucks to move farm produce to 


i ing republics. Sala- 
ries have not kept up with ing in- 
flation as in other parts of the former 
Soviet Union. 

Just beyond the city rise the Pamirs 
— the mountain range Marco Polo called 
"The Roof of the World." Here, away 
from the drudgery of Dushanbe, Tajiks 
can take their ease in meadows or beside 
rushing mountain streams. But now, 
even the Pamirs echo with intermittent 
gunfire as Tajikistan's civil war takes its 
toll on the country's warring factions. 
m Ahmed Rashid 
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struggle for power begins. “We have our 
differences already with the IRP, and our 
people are definitely not ready for an Is- 
lamic system," a senior DP official said. 
IRP leaders said they also have a 4,000- 
strong milita, though a large number of 
their fighters are committed to the fighting 
around Kurgan Tyube. The IRP has better 





access to arms than the other groups be- | 


cause of its close contacts with Afghan gue- 
rilla leaders, who also provide training and 
ideological support. 

The growing plethora of factional mili- 
tias and criminal gangs in Dushanbe, com- 
bined with an alarming increase in infla- 
tion as shops run out of basic staples, has 
presented Iran with a major political op- 
portunity. Although Tajiks are mainly 
Sunni Muslims while Iranians are Shias, 
they speak Persian and once formed part 
of the Persian Empire. 

"The only help I want is from Allah, 
but if some of our neighbours are really 
Muslim and they help us for Allah's sake, 
then that is fine," said Zoda as he dis- 
counted reports of Iranian air drops to his 
fighters and those of the IRP. 

However, teachers at Zoda's madrasah, 
or Islamic school, admitted that their 
salaries and the construction of new build- 
ings were being paid for by Iran. IRP lead- 
ers also said they had received "humani- 
tarian help" from Iran, while senior DP of- 
ficials said Iran is helping fund their party 
and provides food supplies to feed pro- 
Democrat refugees who have fled to 
Dushanbe from Kurgan Tyube. In inter- 
views with a group of some 400 refugees 
housed in an apartment block in 
Dushanbe, many praised Iran as the sav- 
iour of Tajikistan. 

The internecine warfare in Tajikistan 
worries some foreign diplomats less than 
Iran's growing support role in the conflict. 
Tajikistan offers the only possible foothold 
in Central Asia for Teheran because of the 
Persian language connection, as the rest of 
the region's inhabitants speak a variety of 
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| challenged have local ori- 


Turkic dialects. Tajikistan is also the poor- — 


est, most fractured and least developed of 
the former Soviet republics, allowing Iran 
to exercise maximum influence at a rela- 
tively cheap price. 

Iran is also thought to be concerned 
about the growing funding and support 
from Saudi Arabia and other Gulf states 
for the fundamentalist Wahabbi Islamic 
movement that is developing quickly in 
Uzbekistan's Ferghana valley to the north 
of Tajikistan. 

Even without Iranian intervention, 
however, there is the risk that the civil war 
in southern Tajikistan could threaten the 
more prosperous and stable north. If Rus- 
sian troops leave, which is unlikely though 
not impossible, the million or more settlers 
from European Russia will migrate en 
masse and bring Tajikistan’s already floun- 
dering economy to a grinding halt. » 
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Liberals unveil drastic labour reform package 





By Jacqueline Rees in Canberra 
ustralia is set to rid itself of "the 
A British disease,” not through the 
anti-imperialist preaching of Labor 
Prime Minister Paul Keating but by the in- 
dustrial relations policies of his opponents. 

Shadow minister of industrial relations 
John Howard recently unveiled the labour 
market reform programme which forms 
the centrepiece of the Liberal-National Par- 
ty's policy for radical economic change. 

Australia’s powerful and monopolistic 
union system was dubbed “the British dis- 
ease” by a former conservative minister 
who had been antagonised by the British 
accents of so many of the country’s mili- 
tant shop stewards. 

Howard's measures for eradicating the 
condition include abolishing compulsory 
membership to trade unions; dismantling 
the centralised wages system on which 
Australian industrial rela- 
tions have rested since 1904; 
ending such shibboleths as 
holiday leave loading, pen- 
alty rates and the fixed 
working week and introduc- 
ing financial penalties for 
workers who break agree- 
ments. 

In reality, while some 
migrants did bring British 
union practices with them, 
most of the practices being 


gins. The Australian concept 
of comparative wage justice, 
for example, dates back to a 
court case in 1907 when a 
judge declared it was better 
for a firm to go into bankruptcy than for its 
employees to be paid less than the going 
rate. 

The new policy is also intended to un- 
derpin other areas of planned micro-eco- 
nomic reforms, such as the opposition par- 
ties’ commitment to reduce Australia’s 
tariff protection to zero by 2000. 

Immediately the policy was unveiled, 
the major unions predictably reacted 
against the programme. Martin Ferguson, 
president of the Australian Council of 
Trade Unions, said that 80% of Australians 
would be worse off under the Howard 
scheme as prices would increase, take- 
home pay decline and unemployment 
would soar. 

While most Australians are likely to be 
apprehensive about dramatic changes to a 
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system they have known all their working 
lives, opinion polls also show a general 
antipathy towards compulsory unionism 
and excessive regulation. 

Some leading unions have seen their 
public support slipping in recent years be- 
cause of the often heavy handed manner 
in which they seek to protect their turf. A 
recent case involving the prosecution of 16 
sheep shearers by the huge Australian 
Workers’ Union (Awu) shows how far out 
of touch some have become. The shearers 
crime was to work on a Sunday and when 
the union won its case and each man was 
fined by a court, the AWU secretary an- 
nounced that “you can’t allow shearers to 
work weekends otherwise you've got an- 
archy." 

Inconsistencies among union members 
have also raised many questions. Union 
restrictions on working underground on 
Sundays prevent large mines from operat- 
ing continuously, while the 
miners themselves have 
been able to demand high 
wages. Underground work- 
ers at one nickel mine take 
home between A$85,000- 
109,026 (US$60-78,000) a 
year for a thirty-seven-and- 
a-half-hour week with no 
Sunday shifts. 

Belonging to a union is 
compulsory in many trades 
and professions, and the 
penalties for trying to avoid 
the union are Draconian. 
Unions can take workers to 
court to force them to take 
up membership, while 
union members who de- 
fault on fees may find a debt collector on 
their doorstep. 

Howard says his single most important 
reform will be to allow employers and 
employees to enter into direct contractual 
arrangements without the mandatory in- 
tervention of union bosses or industrial tri- 
bunals. He claimed this would mean that 
“employees have a vested interest in the 
success and profitability of their workplace 
[while] employers regard their employees 
as their most valuable resource.” 

Minimum legal employment conditions 
would still apply under the new policy, 
covering hourly rates of pay and holidays. 
Workers could still use unions to help ne- 
gotiate agreements and an Employee Ad- 
vocate Office would be set up for workers 
with grievances. E 
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Back to work 
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Organised labour seeks to restore its influence 


By Gordon Fairclough in Bangkok 
E ven Mit Charoenwal, president of a 





labour group fighting to regain un- 

ion rights for workers in Thailand's 
state-owned firms, concedes that his con- 
stituents have "an image problem." That is 
putting it mildly. 

The dissolution of the powerful state 
enterprise unions proved to be one of the 
few popular acts implemented by the mili- 
tary junta that seized control of the Thai 
Government in February 1991. While in- 
ternational labour organisations con- 
demned the move, many Thais openly ap- 
plauded it. To many Thais, the unions — 
by fighting privatisation of state 
firms and resisting inclusion in 
the national welfare system — 
had. become an obstacle to na- 
tional development. 

Now that state enterprise 
workers are lobbying the newly 
elected government for the re- 
peal of the 1991 law banning 
their unions, the local media is 
reciting a litany of reasons why 
many Thais have come to dis- 
like and distrust the unions. 
State enterprise employees are 
singled out for having dis- 
rupted vital public utilities dur- 
ing wage negotiations. One 
newspaper recently asked 
Prime Minister Chuan Leekpai 
to consider the danger if he 
were to "release the captured 
tiger" of still-constrained union power. 

The government is moving forward 
cautiously on the issue. Chuan, intent on 
dismantling x the anti-democratic legacies of 
the military-installed government of his 
predecessor, has pledged to return union 
rights to the 250,000 state enterprise em- 
ployees. But he has also made it clear that 
his government will continue a ban on 
work stoppages imposed by the junta. 

The government has said it wants to 
protect the public from being inconven- 
ienced by labour unions, but it also wants 
to protect itself. “The labour movement in 
state enterprises in the past has often been 
used and manipulated by political groups 
[to destabilise the government],” govern- 
ment spokesman Abhisit Vejjajiva said. 

Private-sector labour groups have 
joined in the campaign to revive the state 
enterprise unions — once the backbone of 
the Thai labour movement — as they try to 
regain ground lost during military rule. 
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Whether the Chuan government will re- 
turn enough power to the state enterprises 
to restore them to their former leadership 
role remains to be seen. But in any event, 
analysts said, the new government will 
have to grapple with the effects of changes 
in the labour force and in the pattern of 
industrial development that were largely 
suppressed during the 18-month hiatus 
from democratic rule. 

The fitful return to democracy has been 
accompanied by increased private-sector 
labour activism as workers seek a larger 
share of the benefits from the country’s 
five-year growth spurt. In the first half of 
1992, 57 labour disputes resulted in work 





State enterprise workers want union ban lifted. 


stoppages, three more than in all of 1991. 
In one widely publicised case, 12 factories 
at Nava Nakhorn, à large industrial estate 
north of Bangkok, were hit by strikes in 
the space of a month. 

"Labour unions had been under tight 
control" said Panit Charoenphao, presi- 
dent of the Thai Trade Union Congress. 

"But as the September election approached, 
the atmosphere became looser, and work- 
ers felt that the time was right to present 
their demands." 

Many labour experts believe there is 
more worker unrest to come. Vichitra 
Panthum, deputy director-general of the 
Labour Welfare and Protection Depart- 
ment, said she expected an increase in both 
labour disputes and unionisation in the 
year ahead, in part because the global eco- 
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nomic slowdown may make it difficult for - 


firms to meet workers' rising wage and 


benefit expectations. She also thinks that | 


"private trade unions have improved their 


capacity very fast," and that their leaders 


will be looking to demonstrate their power 
to the new government. 

While the level of labour stoppages and 
the number of unionised workers are ris- 
ing, both are still relatively small in abso- 
lute terms. Further, the labour movement 
as a whole remains fragmented and weak. 
Even before the state enterprise unions 
were banned, less than 3% of Thailand's 
industrial workforce was unionised. There 
are now more than 700 unions in the coun- 
try, most of them so-called house unions 
representing workers at just one factory. 


Coordination among them is limited, and — 


they have split their allegiance and influ- 
ence among seven national labour coun- 

The abolition of the state enterprise un- 
ions and the formation of much less pow- 
erful workers' associations in their stead 
was a serious blow to unionised 
labour. The labour movement 
lost almost half its members 
and most of its top leaders in a 
single stroke. The largest na- 
tional labour organisation, the 
Thai Trade Union Congress, for 
example, lost 77% of its mem- 
bership, including its president 
and most of the executive 
board. 

Traditionally, the stronger, 
wealthier and better-organised 
state enterprise unions had led 
the way in negotiations with 
the government on wages and 
other issues, providing a corps 
of leaders experienced in labour 
negotiations. Now, a martial 
law decree effectively bars most 
union leaders from even advis- 
ing their private-sector counterparts. The 
decree also requires that more than half the 
membership of a private-sector union ap- 
prove any strike, a stipulation specialists 
said is almost impossible to meet. 

The Chuan government has called for a 
review of all of the military government's 
executive decrees, but Abhisit declined to 
comment on whether the restrictions in the 
decree would be lifted. One government 
source said it was likely that state enter- 
prises would regain at least their right to 
bargain collectively as unions and to rejoin 

national labour groups. 

Union leaders are cautiously optimistic 
that this will be the case. And labour gen- 
erally has high expectations for the Chuan 
government, which is perceived as far 
more likely to respond to its concerns than 
Anand Panyarachun's recently replaced 
administration — dubbed by. workers as 
the "employers' government." 

Many academics and other labour ex- 
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perts, however, have sounded a note of 
caution. Although workers have pinned 
their hopes on democracy, it is a system 
that, by and large, they do not yet parti- 
cipate in effectively. "Politicians here are 
like politicians everywhere," said John 
Osolnick of the American Federation of 
Labor-Congress of Industrial Organisa- 
tion's Asian-American Free Labour Insti- 
tute in Bangkok. "They respond to who- 
ever has money and votes. Workers have 
neither." Indeed, Thailand's private-sector 
industrial workforce is a largely disenfran- 
chised shadow population. 

The vast majority are migrants who 
have left the north and northeast provinces 
for the factories of Greater Bangkok and its 
surrounding region. Although these work- 
ers increasingly measure their stay in capi- 
tal in years rather than seasons, most still 
view their move as temporary and remain 
officially registered as residents of their 
home provinces. This means their new 
communities are consistently shortchanged 
by the central government, which uses 
population to calculate provincial funding 
for services like schools and hospitals. 
More importantly, it also means their 
names remain on electoral rolls in the rural 
areas, so they have to return to their vil- 
lages in order to vote. 

Many have neither the time nor the 
money to make the trip. And even those 
willing and able to bear the expense of lost 
wages and travel costs cast their ballots for 
MPs who will represent the interests of 
rural constituencies, not those of the bur- 
geoning urban workforce. 

During the run-up to September's na- 
tional elections, union leaders — seeking a 
more effective political voice for the labour 
movement — urged their followers to shift 
their household registrations to the prov- 
inces where they live and work. It turned 
out to be a hard sell, and few people re- 
sponded to the call. The main obstacle is 
that the re-registration process is a time- 
consuming bureaucratic nightmare, usu- 
ally requiring visits to government offices 
in both the worker's provinces of origin 
and domicile and takes many days to com- 
plete. 

Given Thailand's history of off-again, 
on-again democracy, most workers seem 
unwilling to pay such a high price in lost 
wages to be able to vote where they 
live. In addition, workers struggling to 
make ends meet on a daily wage that 
barely allows them to eat and pay their 
rent are not inclined to make contributions 
to the campaigns of already wealthy politi- 
cians. 

Scott Christensen of the Thailand De- 
velopment Research Institute summed up 
the present state of unions "Labour here is 
still searching for an effective organisation, 
searching for a role in the electoral system. 
It is a force to be reckoned with, but it's not 
a major player yet." " 
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Fields to factories 


Changing employment pattern helps unions 





By Gordon Fairclough in Pathum Thani 


hen more than 10,000 workers at 
W the sprawling Nava Nakhorn in- 

dustrial estate north of Bangkok 
went on strike in June, it sent a shiver 
down the spine of foreign investors accus- 
tomed to a docile and disorganised labour 
force. 

Labour specialists, however, said the 
unrest may be a sign of things to come. 
Social and economic changes brought on 
by Thailand’s rapid industrialisation are 
likely to give some momentum to the 
country’s traditionally weak private-sector 
unions, they said. Nava Nakhorn, and 





Thailand’s other industrial estates, illus- 
trate trends that could well transform the 
labour movement in the next decade. 

One major check on the growth of the 
private-sector labour movement has been 
the instability of the workforce. The vast 
majority of workers at the factories and 
construction sites of Greater Bangkok are 
temporary migrants from the poorer prov- 
inces of the agricultural hinterland. Fleeing 
rural poverty, these people, most of them 
young and unmarried, frequently come to 
the capital with a simple goal: subsistence. 

Those that earn enough to get by and 
perhaps send some money home are satis- 
fied. And the knowledge that they will re- 
turn home when farm conditions improve 
at the end of the dry season or, at most, 
after one or two years, gives them little in- 
centive to take the risks of forming a union 
to improve their working conditions. 

Migration patterns, however, are shift- 
ing. Supachai Manusphaibool, a labour-re- 
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For rural labour it’s a one-way strip to Bangkok. 


lations consultant, said there is now an 
increasingly “one-way traffic towards 
Bangkok.” Attracted by the security of 
year-round work, migrants are staying 
longer in the capital and the industrial belt 
that surrounds it. At Nava Nakhorn, for 
example, while most workers still plan to 
return eventually to their rural homes, 
stays of four years and more are now com- 
mon. 

As people remain in the industrial 
workforce longer, their ties to the farm 
economy grow more tenuous. As a result, 
many are beginning to take a different 
view about what constitutes a reasonable 
wage. “Attitudes are changing, especially 
towards payment. When 
people are cut off from the 
fields, they have to think 
twice about how they can 
live, how they can put their 
kids through school,” said 
Lae Dilokwitthayarat, a 
Chulalongkorn University la- 
bour economist. 

Workers are increasingly 
unhappy with wages that, as 
one said, “only lets you live 
day-to-day.” And as more 
rural migrants decide to ex- 
tend their participation in the 
wage economy, so the incen- 
tive to organise in order to 
improve their employment 
conditions grows. 

Changes in the pattern of 
industrial development are 
also helping to strengthen the influence of 
labour organisers. The flood of foreign in- 
vestment that poured into Thailand during 
the past five years has been concentrated 
in large industrial estates like Nava 
Nakhorn, where there are hundreds of fac- 
tories and tens of thousands of workers. 

Under these conditions, workers have 
greater opportunities to communicate and 
are therefore more likely to achieve the 
critical mass needed for larger-scale unioni- 
sation, labour specialists said. 

This was clearly an important factor in 
the recent rash of strikes at Nava Nakhorn, 
which erupted after employees at a 
Minibea factory in nearby Ayutthya prov- 
ince struck and won concessions from the 
company. Word of their success spread 
quickly through Nava Nakhorn, where 
many of the Minibea workers live. “The 
workers talked to each other and shared 
ideas about achieving their demands” for 
improved wages and working conditions, 
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said one Nava Nakhorn union leader. 

Prasong Rananand, the director-general 
of the Department of Labour Protection 
and Welfare, says that half the firms that 
experienced work stoppages were violat- 
ing laws governing pay and the use of non- 
permanent employees. Nationally, about 
25% of firms pay their workers less than 
the minimum wage, according to a recent 
labour department survey. 

Supachai suggests that the experience 
of living together and sharing problems 
has helped to create a "growing feeling of 
esprit de corps" among factory workers. 
Union leaders recognise the opportunity 
this presents and are anxious to organise 
the estates. The factories of the massive 
Eastern Seaboard development project, 
where the government is directing new in- 
vestment, are also important targets. 

Two other factors seem likely to help 
the labour movement grow in size and in- 
fluence. First, firms are becoming larger, 
sometimes employing thousands of people 
in a single factory. This is in marked con- 
trast to the older Thai and Sino-Thai manu- 
facturing concerns, most of which employ 
fewer than 50 people. "A labour-control 
strategy based on patron-client relations 
will become more and more insufficient" 
as companies grow, Lae said, and is likely 
to be supplanted by one revolving around 
collective bargaining. 

Second, and more important in the view 
of Staporn Kavitanon, secretary-general of 
the Board of Investment, is the rapid in- 
crease in the number of 100% foreign- 
owned firms. Misunderstandings between 
foreign managers and their Thai workers 
are likely to create labour relations prob- 
lems, which will serve as another impetus 
for unionisation, he said. 

Stirrings within the labour movement 
since the return of democracy have caused 
Japanese and other foreign investors to 
wring their hands, and sent the Board of 
Investment scrambling to head off further 
problems that could damage the country’s 
competitiveness. Wages are already rising 
quickly — the minimum wage jumped 

nearly 50% between 1989-92 — and work- 
ers’ expectations are pushing them still 
higher. There are now fears among indus- 
trialists and government officials that this 
trend will drive away labour-intensive pro- 
duction before Thailand has amassed the 
human capital necessary to improve 
worker productivity. 

If productivity cannot keep pace with 
wage expectations, labour specialists said, 
there could well be more unrest. This has 
not been lost on the government. “It is nei- 
ther realistic nor desirable to keep our 
growth strategy based on low returns to 
labour. Obviously to jump to higher value- 
added products won't be easy and prob- 
ably won't happen very quickly, but we 
have to move in that direction," govern- 
ment spokesman Abhisit Vejjajiva said. & 
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Surge in opium cultivation in Burma continues. 


BURMA 


Smack in the face 





New narcotic chieftans usurp traditional drug barons 


By Bertil Lintner in Chiang Mai 


s the rainy season ends in late Octo- 

ber, hundreds of thousands of hill 

farmers fan out across the Burma's 
Golden Triangle to clear their fields and 
plant opium poppies. 

The indications are that vet another 
bumper opium crop will be harvested early 
next year, and well over 100 tonnes of 
heroin will later reach the world market 
for the fourth consecutive year. 

Reports reaching this northern Thai city, 
located on the fringes of Southeast Asia's 
main drug producing region, also say the 
old-style warlords with their private 
armies in Burma's Shan state — where 60% 
of the world's supply of opium and heroin 
originates — may soon be relegated to his- 
tory. They are being replaced by a new 
breed of narcotic barons, who prefer livi ing 
in cities and investing in property rather 
than a life spent in the jungle forts favoured 
by their predecessors. 

The surge in Burma's opium produc- 
tion began in 1989, when the Rangoon gov- 
ernment entered into peace agreements 
with former communist rebel forces in the 
country's northeast. In exchange for a 
ceasefire, the former guerillas were infor- 
mally allowed to engage in any kind of 
business they chose. 

Their territory already produced most 
of Burma's opium, and within one year the 
area under opium cultivation increased by 
40,000 hectares and has been growing 
steadily ever since. A string of more than 
20 heroin refineries was also established 
inside the former communist base area 
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along Burma's border with China's 
Yunnan province, 

An extra incentive came in February 
1990, when the government announced a 
four-month tax amnesty that allowed indi- 
viduals to declare and pay a 25% profits 
tax on assets they could not show were 
obtained legally. The US State Depart- 
ment's International Narcotics Control 
Strategy Report for 1991 said that: “While 
designed to generate income for a finan- 
cially strapped government, some viewed 
the programme as a means whereby nar- 
cotics producers and traffickers could laun- 
der their proceeds. 

It is impossible to estimate the quantity 
of narco-dollars laundered in this fashion, 
but the entire programme netted over 
Kyats 6 billion (US$960 million at the offi- 
cial exchange rate, or US$66 million at the 
more realistic free market rate). 

As a result, many former communist 
guerilla leaders became free-wheeling ca pi- 
talists overnight and began buying land, 
houses and other properties primarily in 
the northern city of Mandalay, but also in- 
creasingly in Rangoon. ^In the past, Kvats 
5 million was a good price for a plot of 
land in Mandalay. Today, the drug barons 
are paying up to Kyats 50-60 million or 
even more for the same real estate. Ordi- 
nary people can't afford to buy homes any 
longer," a source from Mandalay told the 
REVIEW. 

Western intelligence agencies are in- 
creasingly concerned by the growing role 
of drug money in Burma's s economy. “In 
the past, most of the drug money was rein- 
vested in northern Thailand by the war- 
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German-Austratian Chamber 
of Industry & Commerce 
Level 2. St. Andrew's House 
464 Kent Street 

Sydney NSW 2000 

PO. Box A 980 

Sydney South NSW 2000 
Tel.: (02) 26139 82 

Fax: (02) 267 3807 


Hong Kong 


Messe Frankfurt Representative 


The Delegate of German 
Industry & Commerce 
2207-2210 Worldwide House 
19 Des Veux Road 

Tel.: (02) 52854 81 

Fax: (02) 8106093 


India 

Indo-German Chamber 
of Commerce 
Maker Tower E 
Cutle Parade 
Bombay 400005 
PO Box 11092 
Bombay 400020 
Tel.: (022) 21881 31 
Fax: (022) 2180523 


Indonesia 

PT Citra Harapan Abadi 
Representative 

of Messe Frankfurt 
Komplek Perkantoran 
Permata Hijau Blok I. No 
Jakarta 12210 

Tel - (021) 54828 53 


Fax. (021) 5484560 
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The 2nd Kiya Bldg. 3 F 
4-3-2, lidabashi 
Chiyoda-Ku 

Tokyo 102 

Tel.. (03) 5275-2851 
Fax: (03) 5275-3410 


Ist Floor 


Korea 

Korean German Chamber of 
Commerce and Industry 
10th Floor, KCC! Bldg 

45. Namdaemunro, 4-Ka 
Chung Ku. Seoul 100094 
C.P.D. Box 4963 

Seoul, 100849 

Tel.- (02) 7 761548-9 

Fax: (02) 7567828 


Malaysia 
Mataysian-German Chamber 
of Commerce and Industry 
(MGCC) 

UBN-Tower. 27th Floor 
10. Jalan P. Ramlee 
50250 Kuala Lumpur 

P.D. Box 11683 

50754 Kuala Lumpur 

Tel.: (03) 23835 81/8? 
Fax. (03) 2321198 


New Zealand 

New Zealand-German 
Business Association Inc 
2nd Floor 

Auckland Regional Chamber 
of Commerce Building 
PO. Box 95 

100 Mayoral! Drive 
Auckland 1 

Tel. (09) 3071066 

Fax. (09) 3090081 


Pakistan 

Fairs & Exhibition Service 
127-C-1). Commercial Area B 
Defence Housing Authority 
Phase! 

Karach 75500 

Tel.: (021) 544008 

Fax: (021) 310928 


Philippines 

Europe in Chamber of 
Commerce of the Philippines 
(ECCP) 

5/F King's Court tl Bldg 
2129 Pasong Tamo 
Makati. M.M 

CPD Box 215 

1288 Makati, M.M 

Tel.: (02) 8547 47 

Fax: (02) 8152688 
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Singapore 

Messe Frankfurt GmbH 
Regional Office 
Asia/Pacific 

15 Scotts Road 

05-04 Thong Teck Bldg 
Singapore 0922 

P.D. Box 344 
Singapore 8123 

Tel: 73717 04 

Fax: 7329296 


Taiwan 

German Trade Office Taipei 
AF.. No. 4, Sec. 3 
Min-Sheng E. Road 

Taipei 10444 

Tel.: (02) 5069028 

Fax: (02) 506 8182 


Ride the latest 
fashion trends wave. 


At Heimtextil Frankfurt 
you will have an over- 
view of the entire 
fashion industry - 
what's new now, and 
what will be new 
tomorrow. Use this 
trend-setting and con- 
genial international 
atmosphere as the 
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service packages. 
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Fax. (02) 23847 11 


Germany 

Messe Frankfurt GmbH 

PD. Box 1502 10 

6000 Frankfurt/M. ! 

Tel.: 0049-69-75 75-0 
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|. manders in the northeast now are running 
. their own refineries and distribution net- 
~~ works," one source said. 

s. They include Zhang Zhi Ming, a former 
*. officer of the Communist Party of Burma 
(CPB) and now, according to intelligence 
sources, a prominent member of a heroin 
. network based north of Kengtung in east- 
+ ern Shan state. The overall leader of this 
-- syndicate, Lin Ming Xian, was pictured 
standing beside former junta leader Gen. 
Saw Maung during Burma’s Armed 
Forces’ Day celebrations on 27 March last 

» year. 

The most prominent overlords of this 
new heroin empire, including veteran drug 
dealer Lo Hsing-han, are seen regularly 
mingling with high-ranking military offic- 
ers at the army golf course in Rangoon. 

The warlord who has been most af- 

= fected by these changed circumstances ap- 
*" pears to be Khun Sa, whose 7-8,000 strong 
^. Mong Tai Army (MTA) still controls most 
~ of Thailand's border with Shan state. “But 
it is doubtful whether he today can even 
Ws generate enough income to support his 
army,” a well-placed source in Chiang Mai 
said. Indeed, a MTA spokesmen told the 
_ REVIEW that they were facing severe finan- 
pp difficulties. 

. The Wei brothers — Wei Chau-long, 
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another g group that has seen its former 


power erode over the past few years. The 
secretive brothers are longtime drug deal- 


ers who initially fled from China's com- 


munists into the Wa hills of northeastern 
Shan state. They had to flee again when 
the CPB took over that area in 1972, and 
subsequently re-established themselves 
along the Thai border. 

Drug enforcement agencies say the Wei 
heroin network became one of the most 
efficiently run in the world, supported in- 
side Burma by an army of non-communist 
Wa hill tribesmen. 

Following the collapse of the CPB insur- 
gency in 1989, the non-communist Was 
merged with their tribal brethren who 
served with the former communist gueril- 
las and comprised 80% of the CPB's rank 
and file. This merger led to the creation of 
the United Wa States Army, a government- 
recognised militia that has been allowed to 
retain control over its area and keep its 
weapons. 

“The Wei brothers lost control of the 
organisation," a Chiang Mai source said. 
"The eldest brother, Wei Chau-long, went 
to [the former CPB headquarters at] 
Panghsang earlier this year to mend fences 
with the new Wa leaders. He brought with 
him a ‘gift’ of Baht 40 million [US$1.6 mil- 
lion], but apparently they were not im- 
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ssed. He e not yet Pans to the 


pr 
Thai border. Some reports suggest he has 


retired in Yunnan.” 

In a related development, heroin re- 
fining has also been diversified in order 
not to attract too much international atten- 
tion to the Golden Triangle, intelligence 
sources say. 

Drug enforcement agencies discovered 
early this year that a number of new 
refineries have been set up along the In- 
dian border in the west, well away from 
the main opium growing areas and in a 
region that has always been firmly under 
government control. “Trucks carry pyitzu 
[heroin base] and raw opium from the 
northeast down to Mandalay, and from 
there the drugs are sent by boat, truck 
and even air up to the western border 
areas," an intelligence source told the 
REVIEW. 

The main new facility is located in the 
Tahan quarter of Kalemyo, a garrison town 
in southern Sagaing Division. "The refin- 
ery is capable of producing pure, number 
four heroin which is smuggled into India 
and Bangladesh," the source said. 

still unconfirmed reports suggest that 
smaller refineries have also been estab- 
lished recently near Singkaling Hkamti and 
Homalin on the Chindwin River in 
Sagaing, and at Paletwa in southern Chin 
State. a 








CAMBODIA 


Moaners beware 





Harassed UN reacts to negative press assessments 





By Nate Thayer in Phnom Penh 


o news, apparently, is the best 
N news, as far as harassed officials of 

the UN Transitional Authority in 
Cambodia (Untac) are concerned. Unable 
to show much success since it moved into 
Cambodia a year ago, the UN body is now 
trying to prevent its own officials from 
leaking information or sounding off to a 
media that has become increasingly critical 
of the UN’s impotence in the country. 

In a written directive to its personnel 
throughout the country, Untac has forbid- 
den them to talk to the press without prior 
written permission. UN employees have 
been told that they “must not comment on 
the political situation surrounding the mis- 
sion [and] not give opinions on the 
progress of the peace plan.” 

Defending this policy, Untac’s chief 
spokesman in Cambodia, Eric Falt, said: 
“Personal opinions of Untac personnel are 
not to be expressed. It is completely nor- 


interviews and music which are sent by 

mail to be transmitted from Kvitsoy. 
The Burmese Government has tried 
to jam the broadcasts, but with little ef- 

fect so far. “Our main problem is . . 
atmospheric interference. When the 
weather is , the signal is . . . clear 
[and] we know that people not only in 
but also in Manda- 


controlled by the foreign 
| valable nad dic the black 
market when they are several months 
opcs crest e suc «Laine ui 
The popularity of the rmese-lan- 
guage services of the BBC, the Voice of 
America and All-India Radio are clear 
indications of this. 

“But we want to go a step further 
[than other foreign stations]”, one of 
DVB's Burmese broadcasters said. “Al- 


though we don't propagate violence, 
our broadcasts are clearly against the 
ruling military.” a 
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mal in this kind of operation.” Senior Untac 
officials in Phnom Penh say the press of- 
fice is merely carrying out the directives of 
top UN officials, including Untac chief 
Yasushi Akashi and UN forces commander 
Gen. John Sanderson. 

Untac's attempt to crack down on nega- 
tive assessments of the US$2.8 billion peace 
plan and limit the damage to its image 
comes at a time when senior UN officials 
increasingly worry that they are slowly los- 
ing their grip on the year-old operation. 

The peace timetable, already months be- 
hind schedule, remains at a standstill. The 
chances of getting the Khmer Rouge — the 
most intransigent of the four factions that 
are party to the peace plan — to disarm 
and participate in free elections are looking 
dim; and Cambodians are increasingly 
blaming the UN for a variety of ills — in- 
cluding crime and corruption — that have 
surfaced in the past year. 

After months of threatening sanctions 
against the Khmer Rouge, the UN is being 
viewed increasingly as a paper tiger. Inter- 
nal UN documents confirm that Cambodi- 
ans are rapidly losing confidence in Untac's 
ability to stabilise the country. Untac offi- 
cials maintain in public that the peace plan 
is on track; privately they admit it looks 
increasingly unlikely that they will be able 
to bring the Khmer Rouge back on board. 

In a related move, Untac also proposes 
deploying UN "media control officers" 
within the publishing offices of political 
parties and factions. Although the function 
of these officers would be to prevent the 
airing and dissemination of inflammatory 
and racist propaganda by the four factions 
vying for power in the UN-supervised elec- 
tions scheduled for May 1993, the officers 
would also be empowered to monitor and 
censor any "inaccuracy of reporting that 
deals directly with the affairs of Untac." 

As part of its mandate to oversee and 
control the Cambodian media prior to elec- 
tions, Untac had drafted a media charter 
that is considerably more progressive than 
existing laws. But, critics say, Untac's ac- 
tions now contradict the very guidelines 
they have proposed. 

Critics also point to recent incident in 
which Falt seized the camera of a foreign 
journalist, confiscating and exposing film 
after accusing him of attempting to photo- 
graph confidential documents on Akashi's 
desk. The journalist, Naoki Mabuchi, said 
Falt accused him of spying and threatened 
to revoke his Untac press credentials if he 
complained. Mabuchi says he had full au- 
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thorisation at that time to photograph 
Akashi's office for a story on the Untac 
chief for Japanese television. 

Other journalists have complained that 
Untac officials have banned correspond- 
ents from covering UN operations because 
they were angered by “unfriendly articles" 
about Untac. Two news agency corre- 
spondents also complained that Untac offi- 
cials tried to get them re-assigned else- 
where because of critical reporting on 
Cambodia. 

"On the one hand the UN says they are 
working to foster freedom of expression in 
Cambodia," says Sara Colm, managing 
editor of the English language Phnom Penh 
Post weekly. "But they are certainly not set- 
ting a good example by their attempts to 
thwart the efforts of the press to cover the 
peace process in Cambodia." 

Some disgruntled UN officials say hos- 
tility towards the press reflects the "siege 


Akashi: siege mentality. 


mentality" that has developed within 
Untac. “The general feeling is to get elec- 
tions over with as soon as possible and get 
out before more damage is done to the im- 
age of the UN," one senior official said. 

Another Untac official lamented: "In- 
stead of addressing the real issues that eve- 
ryone knows are there — such as the total 
lack of a neutral political environment in 
which to hold elections, which is our main 
mandate — they think we can bluff our 
way through to elections, claim victory for 
the UN, and get out. In what state we leave 
the country is less and less the issue these 
days," he said. 

The Untac mission, the largest UN 
peacekeeping operation ever undertaken, 
is seen as a test case for launching similar 
operations elsewhere in the world. Any 
perception of failure could hinder the abil- 
ity of the world body to muster funds and 
support for similar operations in the fu- 
ture, UN officials say. The Cambodia op- 
eration is a "vitally important experiment 
for the UN," Akashi said recently. "If Untac 
is successful, that is very important for the 
future of the organisation." D 


27 


Head Office. Milan 


HONG KONG 


ASK Tower, rooms 3302/3306 
The Landmark, 15 Queen's Road Central 
tel. 532.2700. telex 66119 BGI HX 

fax 8450209 


SINGAPORE 


branch: 


 S6RObinsón Road 03-00, City House - 
. Singapore 01 220 


06, Maxwell Road 
P:O. Box 2647, Singapore 


. tel: 220.1335, telex 2454 COMTRS 


e 7 2252004. 


branch: 

Nippon Bidg. Annex; Otemachi 
2-7-1 Chiyoda-ku; C.P.O. Box 1613 
Tokyo 100 - tel..242,5521 

telex 26495 COMIT J - fax 2450666 


BEIJING 


representative office: 


CITIC Building, 27th floor, room 2 
49 Jianguomenwai- Dajie, tel. 500.2255 


‘ext. 2720/1/2/5- telex 22579 BO PE CN 
fax 5003950. 


BOMBAY 

representative office: 

143, Maker Chambers VI 

Nariman Point - Bombay 400021 
tel. 287.1400, telex 1186731 BCLIN 


fax 2020333 


OSAKA 


| fepresentative office. — 
Umeda Mitsui Building 5-10 Sonraki 7 
e zenome. Kita-ku; Osaka 530- 


i B14 3194, telex 20495 COMI TA 


Dui (fax 5115195. 


SHANGHAI 


representative office: 


Union Building; 14th floor; room 40 


100 Yanan Road (East), tel. 3200.517/8 
teiex 50144 BCISH CN. fax 3202350 


SYDNEY 
representative office: 


> Grosvenor Place: 32nd floor. pd 
: “2S S Gears it Street, Sydney NSW: 2000 eg Rs 


ite repe telex 25108 A COMITSY 
fax 2516241 


representative office: t 





DVERTISEMENT . 


UPPLEMENT 





ITALY IN ASIA 


troll through any mall 

or department store 

between Karachi and 

Sapporo; the names 
and logos of Italian fashion 
designers and couturiers are 
obvious. Look in luxury car 
showrooms; distinctive slinky 
models bear the unmistakable 
sheen of Turin engineering. 
There scarcely seems a town 
of any size between Shenyang 
and Sydney that does not have 
at least one Italian restaurant. 

Although ltaly's historic 
links with East Asia may be 
sketchy — aside from that wily 
old Venetian merchant Marco 
Polo and a few adventurous 
17th century priests — the 
country is making up rapidly 
for lost time. 

Italian bankers and busi- 
nessmen are increasingly feel- 
ing the magnetic lure of profit 
in the Asia Pacific region. But, 
as ltalys consul-general in 
Hongkong. Folco de Luca, 
points out, there is a lot more 
than commerce going on. 

As business links expand, 
so do bonds in culture. Adds 
the general manager of the 
influential Cariplo Bank in 
Hongkong, Giuseppe Zanotti- 
Fregonara: "There is a real- 
isation that this is the region 
of expansion. Our customers 
come here to do business and 
we are here to serve them.” 

That feeling is borne out 


by facts. Take Hongkong as Historic links with expansionary Venice, but now it's expansionary Asia 


an example: total two-way 

trade last year was a record US$2.8 billion, up 2496 on the 
previous year. Growth is exponential. It was 1996 in 1988, then 
1196 in 1989, then another 19% the next year. 

India, too, is a solid area of growth with trade of US$1.2 
billion in 1991 making Italy the country's seventh-biggest cus- 
tomer. 

In China, where Italy slumped from second- to fourth-ranking 
European trade partner after Tiananmen, business is starting to 
pour back from Rome to Peking. Official figures show Italians 
scored US$1.46 billion in sales in 1991. 

"We feel there are many opportunities throughout Asia and 
the Pacific," says Aniello Musella, Italian Trade Commissioner 
based in Hongkong. 

From South Korea to Pakistan, Italian 
trade commissioners note the flexible Italian 
industrial structure — with its huge number 
of medium and small firms — makes for 








This special supplement was 
written by Kevin Sinclair. 


On the other hand, there 
still exists in many markets 
stereotyped misconceptions 
about Italy and its products. 
Everyone knows of knitwear 
for men and high-fashion gar- 
ments for women; how many 
Asian industrialists realise Italy 
is the third-largest producer of 
precision metal-working ma- 
chines? 

Still, it is largely the flair 
and distinctive style of Italian 
fashionware that sets the na- 
tional image in Asian eyes. 
Italians are perceived as sop- 
histicates with a familiar touch; 
the stereotype is blurred be- 
tween the notion of a debon- 
aire banker in an Armani suit 
and the homely picture of an 
extended family around a 
kitchen table enjoying wine, 
food and conversation. 

It's an important asset; 
Asians largely feel comfortable 
with Italians. There is not the 
feeling of being threatened as 
Asians frequently mention that 
exists when dealing with a cor- 
porate warrior from a giant 
US-based multinational; Italy 
and Italian businessmen still 
have a humanity of scale. 

They may have missed out 
on the benefits of long asso- 
ciation with the region. On the 
other hand, they do not carry 
the burden of past colonialism. 
Speaking fluent business with 
a smile is very much part of 
the role of Istituto Nazionale 
per il Commercio Estero, more 
familiarly known as the Italian Trade Commission. Its network of 
branches spans the region, staffed by officials whose charter is to 
act as link between industries back home and buyers in host 
nations. 

“We hear opportunities, then we tell business,” explains Seoul- 
based commissioner Federico Balmas. Adds Hongkong s Musella: 
"We work not only with business organisations and our govern- 
ment in Italy but keep in close touch with Hongkong bodies like 
the Trade Development Council and chambers of commerce. We 
see our task as promoting a two-way flow of business that is 
beneficial to all parties.” 

One specific task is informing Italian businessmen back home 
of trade fairs being held in Asia; such trade 
gatherings in Italy are also boosted to local 
businessmen in host countries. Dating back 
to medieval times, the merchants of Italy 
have traditionally done a lot of business at 
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ideal partnerships with Asian manufacturers. 
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Italy joins the Asian 
trade scramble 


M uroughont the Asia Pacific region, 
Italian companies are having a signifi- 
cant impact on trade. This is particularly so 
in the emerging economies where Italian 
fashion and design, cars and cuisine, are 
creating a cultural as well as commercial 


appeal. 


Australia: Gripped by the longest and most 
savage recession in a half-century, Australia 
would seem to be an unlikely partner for 
booming trade. But with well over a million 
Italian-born settlers and an equal number 
of native-bom Australians of Italian back- 
ground, economic as well as social ties 
remain strong. 

Despite this, trade has dropped dramati- 
cally. Exports from Italy sagged from 
US$1.18 billion in 1989-90 to US$1.01 billion in 1990-91. Part 
of the explanation for this was the falling value of the Australian 
dollar. Australian exports to Italy also dropped, from US$754 
million to US$665 million. 


China: A 42% explosion in trade in early 1992 propelled Italy 
back into second place in EC trade partners in China. Two-way 
trade totalled US$2.39 billion in 1991. Italian exports were led by 
light industrial products, machinery and textiles, which comprised 
7096 of all sales. 

China's economic planners say 61 Italian joint ventures have 
a total investment worth US$300 million. In addition, the offices 
of 43 major Italian companies are open in Peking with others 
located in provincial capitals such an Nanjing and Guangzhou. 

Patterns are changing. Long lagging in direct investment, 
compared to their German and French counterparts, there are 
now signs that large Italian corporations are ready to take the 
plunge and to make financial investments in China. Despite some 
problems in establishing joint ventures — difficulties described as 
crises in the cases of a glass frame manufacturer and a footwear 
company — 10 new joint ventures were established in 1991. 

Familiar fashion logos are leading the way; Benetton and 
Stefanel have opened stores on Pe- 
king's leading shopping precinct. 
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Italian food takes over Asia. 


Hongkong to Italy grew annually 2396, 26% and 37% in the past 
three years. The British port at the mouth of the Pearl River is 
increasingly becoming an eager funnel through which China pours 
its goods to world markets. 

In 1991, Italy sold US$1.5 billion to Hongkong, up 896 on the 
previous year. Two-way trade of US$2.84 
billion (US$169 million in Italy's favour) 
made Italy the colony's ninth-largest trad- 
ing partner. 

The bustling tourist areas of Hongkong 
are crammed with quality boutiques bear- 
ing stylish Italian labels; apparel and cloth- 
ing are the leading import items. Last year, 
they totalled US$221 million. Yarn and 
fabrics made up another US$160 million 
with leatherware adding US$125 million. 

Hongkong s role as a gateway to China 
is a revolving door with two-way flow. Phar- 
maceuticals — up 14396 last year to US$54 
milion — is one fast-growing field. An- 
other is gold jewellery. Both go to China 
in considerable quantities after reaching 
Hongkong. 

As the city's skyline continues to grow 
more impressive, many of the new skyscrapers are clad with 
Italian marble or feature made-in-Italy fittings. Building materials 
imported in 1991 were up 2396 to US$59 million. 

The changing pattern of trade, with Italy's imports from Hong- 
kong dropping and re-exports rocketing, is caused partly by the 
changing industrial picture within Hongkong. In the past decade, 
3 million factory jobs have “emigrated” over the border into China 
and watches, electronics and other manufactured goods are now 
made in Hongkong factories in China. 

The enormously ambitious new airport project, billed as the 
largest civil engineering project on earth, will push up demand for 
many Italian products and services, trade officials believe. These 
will include not only such traditional exports as marble and tiles 
for new buildings but also marine engineering, foundation con- 
tracts and other construction works. 

With more than 300 companies well established in Hongkong, 
the Italian business community is flourishing. So are other more 
visible signs of the national presence; in gastronomy-crazed Hong- 
kong, Italian restaurants do a roaring trade. 


India: A constant rise in two-way trade shows Italy ranking 12th 
as a supplier of foreign goods and services and seventh as a 
purchaser of Indian products. 

In 1991, India imported US$610 
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The Italians arrive 
They are also manufacturing in China ™ n PERE - m: Million worth of goods from Italy 


for sale in shops they plan to open = 
throughout the country and for ex- —— 

port. The process is the same for 
footwear, chemicals and garment 
companies. 

In Nanjing, Iveco company is giv- 
ing technical training at an automo- 
tive factory that produces 60,000 
vehicles per year and Fiat is among 
a dozen larger firms establishing in 
Shanghai. Chemical companies Technimont and Snamprogetti 
have recently signed contacts worth about US$700 million, spear- 
heading an entire new generation of business between the two 
countries. 

The bulk of contracts, however, remain spread among a tier 
of smaller companies which have scores of textile and machinery 
contracts between US$2-5 million. 


Hongkong: Figures tell the tale; growth of re-exports from 
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|— — . and sold US$558 million worth of 
E —.- products. This put trade US$52 
million in Italy's favour. Almost half 
of Italian exports were of machin- 
ery or mechanical products, vital 
components of India's industrialisa- 
tion drive. In return, Italy buys 
leather and textile materials. 

Trade officials in New Delhi say 
Italian participation in the moderni- 
sation of Indian industry goes back three decades, to the early 
years of industrialisation. Big players were firms like ENI and 
Snam Progetti in petrochemicals, Ansaldo in energy, Fiat and 
Piaggio in vehicles and Olivetti in electronics. 

Equally important, though on a smaller individual scale, were 
a large number of medium and small companies that helped India 
develop fields as diverse as leatherware and granite, food process- 
ing and textile manufacturing. With 432 industrial collaboration 
factories in the country, Italian manufacturers play a prominent 
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Count on Cariplo for speed and efficiency for all your banking needs. 
Whether it's financial, commercial or overall assistance. Count on the 
great experience of a bank born and bred in Milan, linked in real-time to 
600 branches throughout Italy. Count on a sound capital base of 8,269 
million dollars. Count on the professionalism of a group represented in 
Athens, Beijing, Berlin, Brussels, Budapest, Chicago, Frankfurt, Grand 
Cayman, Hong Kong, London, Luxembourg, Madrid, Moscow, New York, 
Paris, Seoul, Tokyo and over 1,800 correspondent banks. If you have 
a problem or just want advice, you can always count on Cariplc 
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arrived to seek opportunities, joint business councils and other 
official agencies now hold. government-to-government talks to 
discuss future areas of cooperation. The stress is on long-term 
projects that benefit both nations. 


Indonesia: Continuing dseodhation: of the Indonesian economy 
has provided greater opportunities for Italian businesses to estab- 
lish joint-venture operations. These now exist in many fields, from 
shoes to pharmaceuticals, jewellery to kitchen equipment, 
rattanware to textiles. 

. This development has helped boost trade which has grown 
-threefold in the past five years, from US$300 million in 1986 to 
. US$900 million in 1991. Trade via Singapore pushes these fig- 


. .ures substantially higher. 


Officials in Jakarta contend Indonesian demand is switching to 


L^ mone sophisticated products and processes. As the economy 


evolves, large-scale Italian firms in plastics, automobiles, precision 


ve engineering, electromechanics, highway construction, chemicals, 
... pharmaceuticals and engineering are looking at ways of becoming 


-- involved in Indonesian operations.. 

' 5c “Indonesia is well aware of the contribution Italy has made to 
p industrial design throughout the world," said a spokesman for the 
Italian Trade Commission in Jakarta. As ine cen continues its 


there is a growing _ 
-. demand for stylish, — * 
. hitech design and | | 

advanced technol: 


-.' ment of this market. 
Indonesian firms ` 
- Which may be reluc- . : 


. Y smaller Italian firms thàt show enterprise and creativity. 
_ Japan: Japan is the giant in economic relations between Asia 


v and Italy, with total trade of US$8.8 billion. About 4096 of Ja- 
v pans imports from Italy is in garments and fashions. Office 





zo . machines, packaging and textile machineries are other important 
sectors. 


|. The Japanese perception of Italian lifestyle is reflected in the 
/:5::900 Italian restaurants in the country. The stylish shops of Ginza 
are full of top Italian fashions. 


^ South Korea: Trade growth between the two countries has been 
*- dramatic. In 1991, it reached US$2.27 billion, up more than 
` fivefold over the US$400 million in 1985. Every indication is for 
.even greater opportunities in the future. 

: Both countries trade enthusiastically with each other. Italy is 
the 14th major market for South Korean goods and the 12th- 
argest source of imports. Within the EC, it's South Korea's third- 
argest partner. Last year, Italian exports jumped 22.396 to US$1.4 
billion. Machinery for textiles and construction topped the list with 

hemicals and leather goods following. 

.. South Korean sales to Italy were also up, an 11.7% increase 
o US$837.9 million. Electronics, shoes, garments and vehicles 
were top items. Such a: booming trade scenario surprises many, 
-given the distance between Seoul and Rome. 

. The expanding South Korean economy acted like a whirlpool 
sucking in Italian goods and services, particularly to the construc- 
tion industry in which Italy excels. — 

—: As the average South Korean. salary package grows and 
„workers enjoy a larger disposable income, the demand for qual- 
d consumer goods focuses on = Italian products. Fashion 


Replacing an era | when: businessmen from Turin and Milan stores. — 
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Italy's flexible industrial structure, with its: many small firms, is 
ideal for dealing with South Korean companies. Trade. officials 
point out difficulties; distance not only creates lack of knowledge, 
it tends also to cut down on after-sales service which customers 
complain is not as prompt as expected. There is ignorance, too, 
back home. Italian officials in Seoul attempt to explain 
to businesses seeking opportunities in South Korea that the 
nation is no minor, closed market but a thrusting force in Asia's 
economy. | 





Malaysia: With its economy growing rapidly (996. dist E ear), 

Malaysian consumers are looking for sophistication and quality. : 
Italian importers to the country say they cater to these: up-mar- 
ket notions. In efforts to capture the prestige synonymous. with 
Italian goods, manufacturers frequently label local products with 
Italian names. It's a compliment on how Malaysians regard things 
Italian. 

Despite this very visible marketing presence, consumer goods 
make up a mere 10th of Italian exports. The big item is machin- 
ery for the textiles and ceramics industries. Telecommunications, 
metalworking and air-conditioning equipment are also major sell- 
ers. 

Malaysia exports reese million annually to Italy, buying Ital- 

ian alee worth 
US$489 million in 
exchange. Trade is 
« rising by about 2096 
: YT | aya. 
An increasing 
trend in cooperation 
between the two 
countries sees Italian 
manufacturers relo- 
cating in Malaysia. 
The abundant labour force and reservoir of natural resources are 
two natural attractions; so is a government that welcomes foreign 
investment. Joint ventures range from oil and gas processing to 
artificial fibres, wood-based manufacturing and pesticides. 
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Philippines: Astonishing as it may seem, when ltalian trade 
officials in Manila talk about future business links, Filipinos fre- 
quently express a sense of uneasiness about the political situation 
in Rome. Coming in a country beset by coups and kidnappings, 
this seems ironic to Italians trying to finalise purchase contracts. 

Despite this somewhat comical perception of Italian instability, 
trade at modest levels has been growing; Italy is Manila's 20th- 
largest trade partner. In. 1991, Italy sold goods worth US$100 
million to the Philippines, buying in return US$78.5 million, mostly 
copra, clothes and footwear. 

This imbalance in Italy’s favour is expected to grow; the main 
sales are of industrial machinery and as the creaking Philippine - 
economy gears up for the long slog ahead, Italian machinery 
and tools will do much to provide the vital steel sinews 
for growth. 

Trade observers see ripe fields for future expansion as the 
Philippines retools under President Fidel Ramos. Power genera- 
tion, telecommunications, pharmaceuticals and machinery are 
obvious rich potential areas for joint ventures and exports. 


Singapore: The up-market thrust of the island republic’s hi-tech 
industries makes Italian precision machinery a major trade item. 
Such equipment is appreciated for its versatil ity and flexibility i in 
building equipment for user needs. — 

As Singapore continues. to eliminate traditional labour-intensive 
trades, Italian machit s a natural partner. Such purchases help- 
ed last.year to boost ports 4 from. "liy. to. US$964 million. Ti 








js H Puer 1991 "dern aha =e a veth income of US $1 162 5 5 million. d dividend h mu 
~~. of US $ 0,43 per share was declared, with a total Payout of US i 845 
million compared to US$ 83,9 million previously. _ | 


The principal parameters of the banking business are summarised below: 


Customer deposits US $ 16,251 million 4 10.4% 
Total deposits US $ 28,095 million + 7.5% 
Loans to customers US $ 15,370 million + 13.9% 
Total loans US $ 23,255 million + 10.5% 
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-The rise in i lending Was 3 divéctiy n Capital stock increased by US $128 
M flected i in profitability: the interest million. during 1991 following a cash 
.. margin rose 4% to US $ 979 million issue and premises were revalued, in 
= while income: from services. climbed E accordance with Law 413/91, by US$ 
ub 182 2%: to US $ m million. ` .989 million net of taxation. _ l 
ET iterme 1 mar - E . Following t the allocation of the met | 
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cluded in the bill of goods were. cles-an 

return, Singapore sold US$591 million worth of office 
telecommunications equipment and other goods. 

. The 110 Italian companies based in Singapore include 10 
manufacturers employing 4,000 workers. 

.. Unlike some countries, consumer goods in Singapore play a 
secondary role, rather strange when the island's traditional role as 
an international bazaar is borne in mind. 
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< Taiwan: Trade between Taiwan and Italy has quadrupled in a 
decade, from US$409 million in 1981 to US$1.8 billion last 
year. Taiwan sold Italy goods worth US$1.03 billion in 1991 and 
bought in exchange US$795 million. Each country sold the other 
machinery, vehicles and electronic equipment. Taiwan sent Italy 
toys and in return bought quality apparel and footwear. 
The future is seen to be more hi-tech on both sides. Integrated 
^. industrial groups in Italy will be better able to cope with Taiwan 
<x. demand for services in construction, energy, chemical and envi- 
... ronmental protection areas. Italian companies are now thinking 
big and showing a willingness to be involved in larger-scale projects 
than in the past. 

: Officials in Taipei point out that the future lays not only in the 
.; traditional buying and selling of goods and services but in the 
*. wider realm of economic reciprocal interaction. 
=< ln plain terms, does it make sense for Taiwan industrialists to 
:-. set up factories in Italy? Wage levels have now narrowed to the 
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ne value o ‘entry to the « common European nee 
place may well more than balance a larger bill for labour. 

On the other hand, there is growing interest in Italian firms 
investing in joint ventures with Taiwan companies in this active 
hive on the Pacific Rim. 





Thailand: Italy plays an effective and significant role in Thailand’s 
industrial development. More than 70% of Italy's exports were of 
such vital infrastructural items as machinery to make ready-to- 
wear garments, packaging, tanning, printing and other tools, or 
furnaces and quality control units for factories. Tariffs still restrict 
import of many consumer goods. Despite this, fashions by Italian 
designers are still much in demand. 

Trade officials see industrial collaboration as a rich field for 
future development. They warn Italian companies which expect to 
do business to spend time understanding needs and necessities of 
local manufacturing sectors, then to develop them. 

As Thailand's status as a newly industrialised country becomes 
more secure and wealth continues to filter down to a growing 
middle class, the familiar picture will emerge of a demand for 
quality consumer goods. Italy is well positioned to take advantage 
of such future opportunities. 

Trade is roughly in balance, with Italian exports totalling US$541 
million offset by Thai sales of US$522 million. After an explosive 
56.6% growth in 1989, figures have stabilised with two-way trade 
at the US$1.06 billion level. € 


Ud apan. ‘ther a are 1 1474 tesident Ttallans in industries of 


. . al sizes and sectors. There are 600 in Thailand, 300 in China, _ 

150 in Korea, 288 in Pakistan, 173 in Malaysia, 400 in: the zd 
ər Philippines, 600 in India, 400 in Singapore, 137 in Taiwan: 

and 250 in India. Even. tiny Macau boasts a 27- “strong Italian. 

UN . community. 

. 8 few dozen Italians. When he went on financial explorations 

to Taipei, he counted | two unyen in the entire island. ues 


Those. permanent residents are amped by a flood of 


tourists. Hongkong last year welcomed 70,000 visitors from 
" italy, Thailand 100,000 and 45,000 went to China. It wasn't 
These days, the ‘roving banker seems to bump in into Italians 


a one-way flow; 634,000 Japanese went to Italy, attracted 


| mot only by fashions and food but fascinated also by historic 
_ places. | 
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Our branch network, already one of ltaly's largest, is 
steadily expanding throughout the Italian peninsula, always 
in areas of good business opportunity. In fact, our coverage 
of Italy's top locations is unsurpassable for its quality and 
depth, as well as for its range of supporting services. 


Our retail branches are supplemented by our Ambro Italia 
financial services network, with its own 500 offices. 


[n 1991, we acquired the Citibank retail banking 
organisation in Italy, with its 46 branches, as well as 
a 5096 interest in Caboto, one of the most 


ITALY S LEADING 


important stock trading operations in continental Europe. 


From the {st of October, we have a London branch. 


In addition, we have Representative Offices in New York 


and Hong Kong. 


With our strong capital base, our highly developed 
electronic banking services and, above all, our very 
professional staff, we can truly claim to be in the very 
forefront of Italian banking. 


Head Office: Piazza Paolo Ferrari, 10 - 20121 Milano 
Tel. (2) 85941 - Telex 482663 BAV CT I. 
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Each year we fly 


more people than the 


largest airlines of Japan, 


Korea, Hong Kong, 


Singapore and 


Thailand...combined. 


Perhaps one reason | 


is the remarkable service 


our passengers enjoy. 





Come Experience 
Travel Thats Anyt hing 


But Ordinary. 
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tung Treng in Cambodia is the kind 
of magical backwater town that 
might have emerged from the 
pages of Gabriel Garcia Marquez, 
only this Asian Macondo is in the remote 
northeast corner of Cambodia near the 
southern border of Laos. But the South 
American image is not false because, bi- 
zarrely, Cambodian children greet the vi- 
sitor with cries of "Hola amigo," and the 
menus in the town's little restaurants are 
written in Spanish as well as Khmer. 

Stung Treng, just west of the old Ho 
Chi Minh trail, is the headquarters of an 
850-strong battalion of the Uruguayan 
army, which arrived four months ago. Un- 
popular at home because of a history of 
repressive military regimes (though civil- 
ians now rule), the Uruguayan 
troops are by general consent 
among the most successful of 
the 16,000 troops represented in 
the UN Transitional Authority 
in Cambodia (Untac). 

They seem to have won the 
hearts and minds of both the 
18,000 Khmers who inhabit 
Stung Treng and the shy 
mountain people, or montag- 
nards, who roam the jungles to 
the east towards Vietnam. 
"Like us, they like to laugh a 





woman said. 

| . Butthe French were the first 
foreigners here and older in- 
habitants of Stung Treng — 
those who survived the 1975- 
78 nightmare of Khmer Rouge 
rule — still have a smattering of French, 
now being overlaid by Spanish. 

Stung Treng sits on the Sekong, a tribu- 
tary of the Mekong, near the confluence of 
the two rivers. A French naval expedition 
under Capt. Francis Garnier first surveyed 
the Mekong in 1866, searching for a navi- 


. | gable river route to southwest China. It 


was not known then that the source of the 
2,812-mile-long river was on the high pla- 
teau of Tibet. 

Because of rapids on the Cambodia- 
Laos border, the Mekong turned out not to 
be navigable. But in 1871 Garnier shared a 
major geographical award with Scottish 
missionary explorer David Livingstone 
and a statue commemorating his Mekong 
exploits was erected in Paris. 

One might have thought, when Untac 
began deploying in strength in mid-year, 
the French navy would have sought to re- 
turn to the scene of past glories. But it is 
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British naval observers, under Lieut-Cmdr 
Duncan Matthews, together with Filipinos 
and New Zealanders, who patrol the 
muddy brown Mekong — the colour of 
dark tea with a little milk stirred in — as 
one historian put it. 

A three-day, 280-mile voyage from 
Phnom Penh up the Mekong to Stung 
Treng, sometimes through areas of ma- 
larial, snake-infested jungle where the 
Khmer Rouge can be seen, and upstream 
through rapids only experienced river pi- 
lots can navigate, brings back memories, 
somehow, of Humphrey Bogart's film The 
African Queen. 

The vessel | travelled on, carrying sup- 
plies for the Uruguayans, was an old US 
landing craft, known by its code name T- 





64, handed to the Lon Nol government in 
the 70s. It had survived Khmer Rouge use 
and was, until recently, part of the river 
force of the Phnom Penh government. 
The journey shows how relatively far 
the peace process has gone. Effective or 
not, there are signs of UN activity every- 
where — UN volunteers preparing for 


. elections next year, and efforts to persuade 


all sides to disarm, a move so far resisted 
by Khmer Rouge leaders. UN police from 
Ghana and Malaysia, looking a little lost, 
peer from the bank in the remotest villages. 

We left Phnom Penh at 7 a.m. and dur- 
ing that first day's sailing to Kompong 
Cham watched boatmen on the riverbank 
hauling their vessels against the current in 
just the way Garnier described 125 years 
ago. Village succeeded village on the river 
bank, and children cheered us, then 
plunged laughingly into the river. Mango 
and kapok trees, sugar palms and bamboo 
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Traveller s Tales 


thickets grew along the bank. 

The final day involved a 5 a.m. start, 
with the prospect of a 17-hour journey 
ahead. We were also to negotiate an up- 
stream passage through the rapids at 
Sambor, and had hired a pilot for US$50. 

River traffic reduced to a trickle. Some- 
times, monkeys swung from the trees but 
the swampy jungle was thick and uninvit- 
ing. Like the crew, I used a tin bucket to 
draw water from the Mekong to bathe on 
deck. Despite its uninviting colour, it was 
cool and refreshing. 


After dark, we used a searchlight to ne- | 
gotiate the river-bank but it soon broke | 


down. The night was stormy and pitch 
black. We saw our way only through occa- 
sional flashes of lightning, and the weak 
beam of a hand-held torch. Fi- 
nally, a faint light appeared in 
the sky and we swung in the 
dark into the Sekong. The lights 
from the few stucco houses 
made Stung Treng look like a 
metropolis, though ashore one 
was soon disabused of this im- 
pression. 

It was here Garnier found a 
slave market of hilltribe people. 
These minorities have contin- 
ued to suffer, being on the re- 
ceiving end of B-52 strikes dur- 
ing the Vietnam war. But those 
| visited near Stung Treng 
seemed to be prospering — 
they had Kalashnikovs (hope- 
fully to be surrendered) rather 
than bows and arrows — and 
said they would take part in the 
elections promised for next May. 

It was reassuring to hear from the Stung 
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Treng provincial governor that many | 


elephants and tigers still inhabited the jun- 
gles to the east — in much else of Cambo- 
dia they have been killed by mines or for 
food. 

East of the town, an area known as “Ho 
Chi Minh City” had sprung up, home to 
Vietnamese femmes de joie lured by UN sol- 
diers flush with bucks. 

By far the biggest foreign presence in 
Strung Treng is Uruguay. No Cambodian 
here had ever heard of Uruguay until a 
few months ago, and even now they were 
dubious about the country itself. “Is Uru- 
guay recognised internationally as a na- 
tion?” a woman asked. One man, more 
worldly wise than the rest, explained: “To 
get to Uruguay from Cambodia you have 
to pass countless countries and even travel 


beyond India.” " 
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Environs of Sendai in northern Japan may provide acm for the bounliy' s new capital. 


JAPAN 





A capital dilemma 


Tokyo's vulnerability to earthquakes prompts search for new location 


By Michael Heazle in Tokyo 


violent earthquake causes havoc 
and all but destroys Tokyo, Ja- 
pan's political and economic capi- 


tal. Hundreds of thousands of 


lives are lost. Telephone, water and electri- 
cal services are cut and transport links are 
severely impaired. Suddenly, Japan finds 
itself without a capital and the country's 
economy grinds to a halt. Such a scenario 
is likely to occur some time in the next 50 
years, according to Prof. 
Tomowo Hirasawa, a Tohoku 
University seismologist. He also 
estimates that the rebuilding of 
an earthquake-shattered Tokyo 
would take several years and 
cost billions of dollars. 

The last major earthquake to 
hit Tokyo was in 1923. It regis- 
tered a magnitude of 7.9 on the 
Japan Meteorological Agency 
scale and caused hundreds of 
thousands of deaths and inju- 
ries as well as widespread 
property damage. Politicians 
and economists say that a re- 
peat of the 1923 earthquake 
would paralyse Japan politi- 
cally and economically to an 


40 


extent where even the world economy 
could be seriously affected. 

Widespread devastation of Tokyo 
would almost certainly bring Japan to a 
standstill and force companies to quickly 
sell overseas assets in order to generate 
capital for rebuilding. Large-scale selling of 
foreign assets (particularly in the US) by 
Japanese companies would put a severe 
strain on the US dollar and subsequently 
create some serious problems for industr- 
ialised countries relying on the buoyancy 





Tokyo commuters cope with the overcrowded subway. 
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of the US currency. 

In addition to the threat of a major 
earthquake, Tokyo is also experiencing 
problems with high land prices and severe 
overcrowding. As a result, many poli- 
ticians are calling for a separation of Ja- 
pan's political and economic centres as is 
the case in the US, Australia and the Ne- 
therlands. 

Although plans to move the capital 
have been discussed from time to time for 
three decades, the most recent impetus has 
come from a 1990 resolution in 
the Japanese Diet (parliament) 
calling for the decentralisation 
of Tokyo and the transfer of its 
political and administrative 
functions. The resolution states 
that Tokyo's dual status as Ja- 
pan's economic and political 
capital has created a situation 
where standards of living are 
declining. The price of one 
square metre of residential land 
in Tokyo was recently reported 
to be in excess of USS9,000. 

At the moment preparations 
are under way for a bill (based 
on the 1990 resolution) outlin- 
ing plans for Japan's political 
capital to be moved to a new 
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location, at least 60 kilometres from Tokyo. 
The bill recommends the creation of a spe- 
cial parliamentary committee, including 
Diet members and academics, to tackle the 
problems of where the capital should be 
moved, when such a move would take 
place and which government functions 
should be transferred. As the bill has the 
backing of all of Japan's major political par- 
ties, it seems unlikely to be rejected. The 
main issue appears to be when the parties 
will submit the bill for parliamentary ap- 
proval. 

The Daily Yomiuri recently , 
reported that Tokyo's governor, | 
Shunichi Suzuki, is less than en- | 
thusiastic about the idea of designat- 
ing another city as Japan's capital. 
Suzuki argues that Tokyo's prob- 
lems are not related to the city's 
status as the nation's capital and 
believes that a local referendum 
should be held to gauge public 
opinion on the issue. However, one 
government source suggested that 
Suzuki's opposition may be "mo- 
tivated more by à desire to main- 
tain Tokyo's political dominance 
and prestige than issues related to 
Tokyo’s problems of over-popu- 
lation and sky-rocketing land 
prices." 

Surprisingly, neither Suzuki nor 
the House report appear to have 
paid much attention to the danger 
of earthquakes, concentrating in- 
stead on the issues of land prices 
and overcrowding. Japan's capital is 
currently situated in an area that has 
been rated by insurance companies 
as the area most likely to suffer se- 
vere earthquake damage and loss of 
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life. 

When asked about the 
likelihood of Tokyo being 
struck by a major earth- 
quake in the near future, 
Prof. Hirasawa replied that 
"although it is very difficult 
to predict when another 
large earthquake may 
strike, it is very likely that 
Tokyo will experience an- 
other earthquake within 
the next 40 to 50 years." He 
also predicted that a repeat 
of the 1923 earthquake 
would "incapacitate To- 
kyo's current function as 
the nation's capital for at least two or three 
years." 

Toru Ishii, the mayor of Sendai, north- 
ern Japan's largest city and the capital of 
Miyagi prefecture, believes that the threat 
of Tokyo being struck by another large 
earthquake has been a major factor in 
prompting Japan's political parties to push 
for re-location of the capital and agrees with 
Hirasawa's estimate for rebuilding Tokyo. 
However, Mayor Ishii does not agree with 
Suzuki's contention that the issues of over- 
crowding and high prices are not related to 
Tokyo's status as Japan's capital. Mayor 
Ishii stated that "re-location of the capital is 
a necessary part of any strategy to alleviate 
Tokyo's burgeoning problems." 

Mayor Ishii clearly has a strong vested 
interest in the re-location debate. Sendai's 
environs have been frequently mentioned 
as a desirable alternate location and the city 
would certainly benefit from the increased 
domestic and international recognition that 
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Ishii: necessary relocation. 
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the creation of a new capi- 
tal in Miyagi would bring. 
Subsequently, Ishii has 
been quick to throw 
Miyagi's hat in the ring, 
alongside a number of 
other prefectures that are 
also keen to host the new 
capital. If plans to re-locate 
the capital are given the go- 
ahead in the Diet, it seems 
that there will be some 
fierce competition between 
the interested prefectural 
governments and almost 
certainly some staunch op- 
position from Suzuki's of- 
fice in Tokyo. 

Both Fukushima and Miyagi prefec- 
tures are attractive alternatives for the new 
capital. Both prefectures are situated in the 
north of Japan's main island, Honshu, an 
area that is relatively safe from natural dis- 
asters. This factor seems to be a major 
drawback for prefectures in the south, 
which are also interested in hosting the 
capital. In addition to the threat of earth- 
quakes, the southern regions of Japan are 
also vulnerable to the typhoons that make 
their way along the southern coastlines 
every summer. 

Although Fukushima and Miyagi both 
offer excellent transport links, such as the 
Tohoku Bullet train, Miyagi has better fa- 
cilities in terms of international access. Sen- 
dai has a newly opened international air- 
port and a large international shipping port 
that includes ferry services to various parts 
of Japan. 

Local government officials appear con- 
fident that Sendai's reputation as Ja- 
pan's fastest developing city is sure 
to allow Miyagi a high profile in the 
bidding for the new capital. 

Mayor Ishii believes that relocat- 
ing the capital in northern Japan 
would do much to alleviate the ^un- 
even distribution of political and 
economic power" that has existed in 
Japan for centuries. Japan's northern 
regions have always been regarded 
as something of a backwater, an area 
that has long suffered from the 
stigma of cultural inferiority. 

Historically, the southern Kansai 
and Kanto areas have always been 
Japan's political and cultural centres. 
As a result, cities such as Kyoto and 
Tokyo have become the source of 
not only Japan's economic power 
but also of the country's national 
identity. Local politicians such as 
Mayor Ishii are certain that the crea- 
tion of a northern capital will greatly 
benefit Japan's northern regions and 
go a long way towards correcting 
the imbalances that have tradition- 
ally existed between north and 
south. E: 
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A jug, a loaf and thou 





Samarkand by Amin Maalouf, translated by 
Russell Harris. Quartet, London. £15.95. 


Nobody will write a tale like this again. 
Sufi mysticism, Omar Khayyam, the broth- 
erhood of the Assassins and the sinking of 
the Titanic all come together in Samarkand, 
a brilliant novel by Lebanese writer Amin 
Maalouf that has recently won a literary 
prize in France. 

Sufi philosophy, poetry and mysticism 
have long fascinated the West. When Ed- 
ward Fitzgerald first translated the 
Rubaiyaat of Omar Khayyam, Victorian so- 
ciety was dazzled. Khayyam's devotees 
later formed clubs, planted roses from his 
birthplace on Fitzgerald's grave and wrote 
poems in Rubaiyaat style. 

In what is probably the first modern 
Sufi novel, Maalouf sweeps across centu- 
ries and continents and mixes historical fig- 
ures from Central Asia and modern Iran 
with characters conceived in his own im- 
agination. 

The story begins with Omar Khayyam 
arriving in Samarkand and getting in- 
volved in a street brawl. Thugs rudely haul 
him off to the judge for being an infidel 
and a derogatory poet who loves wine and 
women and mocks Islamic traditions; the 
similarities with the Salman Rushdie case 
are obvious. 

However, the tolerant judge hands him 
an empty notebook and asks him to fill it. 
Thus the head of a great poet is saved and 
the Rubaiyaat of Omar Khayyam is born. “I 
am not one of those for whom faith is sim- 
ply fear or judgement. How do I pray? I 
study a rose, I count the stars, marvel at 
the beauty of creation," Khayyam explains. 

Maalouf conjures up the splendour of 
Central Asia in the 11th century, when 
Bukhara and Samarkand were the centre 
of the world. Maalouf's languid yet vivid 
descriptions of the court, the bazaar and 
the lifestyles of mystics, kings and lovers 
are closer to poetry than prose. 

The novel, superbly translated by 
Russell Harris, is an unlaboured adapta- 
tion of Sufi poetic techniques to modern 
prose. The paradoxes, subtle irony, self-de- 
preciating humour and links between the 
past and the future are all part of this tradi- 
tion. 

Khayyam's passionate nine-year love 
affair with Jahan, the female poet at the 
court of Samarkand, enriches the sensual- 
ity of the descriptive sections. The great fig- 
ures of ancient Central Asia and 
Khayyam’s friends and contemporaries all 
appear in the novel: Nizam ul Mulk, the 
Muslim Machiavelli remembered for his 
brilliant innovations in government; 
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Hassan Sabbah, the founder of the order of 
the Assassins; and a supporting cast of phi- 
losophers and poets. 

The hero-poet is offered political power, 
worldly goods and more, but refuses them 
and sinks into his writing and his love af- 
fair. “To be in the world but not of it” is an 
old Sufi dictum and many of the novel's 
characters appear to follow it. 

One thread in the story is the attempt 
to track down the original manuscript of 
the Rubaiyaat, which had 
been stolen by the ruthless 
Assassin leader Hassan 
Sabbah in an attempt to lure 
Khayyam into the Assassins’ 
fortress. Khayyam refuses to 
do this, and the manuscript 
disappears for hundreds of 
years, only to resurface in 
19th-century Persia. 

An American scholar be- 
comes obsessed with finding 
the manuscript. Travelling to 
Persia in 1896, he joins Per- 
sian democrats in their first 
struggles for a constitutional 
government. In the process, 





he falls in love with Shireen, a Persian prin- 
cess who has discovered the manuscript, 
and they travel back to America together 
on the ill-fated Titanic. Both are saved 
when the ship sinks, and they arrive safely 
in New York. But the manuscript is lost at 
the bottom of the Atlantic Ocean. 

The life of the modern couple in Persia 
is interwoven with that of Khayyam and 
Jahan. The great philosophical debates that 
preoccupy Khayyam and Jahan in medi- 
eval Central Asia are mirrored in the first 
stirrings of nationalism and modernism. in 
19th-century Persia. 

Jahan is killed when Samarkand is 
attacked by Turkish nomads, just as 
Shireen cannot face life without the manu- 
script and deserts her Ameri- 
can lover on the dock in New 
York. 

“We move about the 
chessboard of the world. 
Then drop into the casket of 
the void,” writes Khayyam as 
he mourns the loss of Jahan, 
while one thousand years 
later the American mourns 
the loss of Shireen. This 
magical book is as splendidly 
complex as a fine Persian car- 
pet. m Ahmed Rashid 


Mr Rashid writes for the 
REVIEW in Islamabad. 





Tiananmen 
revisited 





The Pro-Democracy Protests in China 
edited by Jonathan Unger. M. E. Sharpe, 
Armonk, NY. US$35. 

Popular Protest & Political Culture in 
Modern China edited by Jeffrey Wasserstrom 
and Elizabeth Perry. Westview, Boulder. 
LIS$49.50. 

China Briefing, 1991 edited by William 
Joseph. Westview, Boulder. . UIS$34.85.- 





These three books are 
part of a growing body of 
literature on the tragic 
events of 1989 in China. 

The Pro-Democracy Pro- 
tests in China is a collection 
of foreigners' eyewitness 
accounts from the prov- 
inces, prefaced by two 
chapters that provide an 
overview of how the prov- 
inces responded to the Pe- 
king crisis before and after 
the 4 June crackdown. The 
essays offer valuable in- 
sights into the crisis, the 
Tiananmen carnage, and 
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POPULAR PROTEST &. 
POLITICAL CULTURE IN 
MODERN CHINA 


Learning from 1989 


edned by 
jeffrey N. Wasserscrom å 
Elizabeth [. Perry 





the term "democracy" as it was understood 
by Chinese students and intellectuals. 

The book offers the conclusion that 
China in 1989 saw not so much a democ- 
racy movement as a protest movement di- 
rected against a corrupt regime and an in- 
creasingly unpopular communist party. 
The movement lacked a well-formulated 
platform and, significantly, took place at a 
time of economic reform. Student leaders 
scorned both the peasant masses and the 
workers who lent their support. And, the 
book suggests, given the reactions of 
the peasantry, the movement was far 
from popular. The volume is informa- 
tive, but it provides no analytical frame- 
work for placing the events 
of 1989 in the context of 
China's modern political 
evolution. 

There is a need for a 
new approach to those 
events, which had a pro- 
found impact not only 
upon China and the Chi- 
nese people, but also upon 
those who study China. 

Popular Protest and Politi- 
cal Culture in Modern China 
takes stock of the changes 
that have taken place since 
1989 and, more impor- 
tantly, provides a frame- 
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work for many of the academic world's 
basic assumptions about modern Chinese 
society and politics. It draws on the exper- 
tise of a group of historians, political scien- 
tists and anthropologists, most of whom 
subscribe to the neo-culturalist school of 
thought. 

This school rejects the old political cul- 
ture theory that describes Chinese culture 
as static, monochromatic and incapable of 
creative change. It also presumes an intran- 
sigent, authoritarian Chinese political cul- 
ture with roots that extend back to impe- 
rial times, a culture that in the 20th century 
has often been accused of repeatedly frus- 
trating attempts by successive reformist 
regimes to transform China into a modern 
and democratic state. Not surprisingly, ad- 
vocates of the old theory see no prospects 
for political change and democracy in 
China. 

By contrast, the neo-culturalist defines 
culture as a dynamic force that is both 
rooted in history and constantly changing. 
As James Watson writes in this volume, 
"Culture in today's world has to be negoti- 
ated, transacted and achieved." Thus, 
while fully aware of the tyranny of history 
and tradition, the neo-culturalist believes 
in the possibility of real change in China. 
Indeed, the central theme of Popular Protest 
is the importance of what Elizabeth Perry 
calls "innovation within tradition." The 
contributors place popular protest in a 
cultural context. They emphasise the im- 
portance of symbolism, language and ritual 
as exercises in political theatre. Yet, despite 
their common concerns, the authors in- 
terpret the events of 1989 in a variety of 
ways. 

While the prevailing mood of Popular 
Protest is one of cautious optimism about 
the prospects for change in China, it is not 
clear from the book how innovative change 
is likely to be effected in the near future. In 
many respects, China’s pro-democracy ac- 
tivists are still fettered by tradition. What- 
ever political reform there may be, is 
bound to come gradually. 

Recent developments in China invite a 
comparison with Eastern Europe. Daniel 
Chirot takes the view that the collapse of 
communism in Eastern Europe was due to 
the “utter moral rot” of the communist re- 
gimes there, which coincided with the 
growth of a civil society. To be sure, the 
Chinese Communist Party in 1989 was 
equally rotten morally. But what saved it 
from collapse was the lack of a viable civil 
society in China. 

The major theme of China Briefing, 1991 
is the spectre of Tiananmen that continues 
to haunt China. The volume represents a 
conservative American view. The mood of 
the contributors is one of “caution tinged 
with understandable pessimism.” They 
present a unitary interpretation, especially 
as it relates to the party’s legitimacy crisis, 
the erosion of central authority, the post- 


44 


Tiananmen political environment, the 
economy, the military, the media and the 
population problem, as well as Sino- 
American relations. 

The editor is correct in saying that the 
big event ahead is the succession battle that 
will follow the death of Deng Xiaoping. But 
the degree of political instability that will 
result from that conflict remains unknown. 

m Edmund Fung 


Mr Fung is the Dean of the Faculty of Asian 
and International Studies, Griffith LIniversity. 





Culture on 
the line 


Brushes with Power: Modern Politics and 
the Chinese Art of Calligraphy by Richard 
Curt Kraus. University of California Press, 
Berkeley and Los Angeles. US$24.95. 


The writing of characters with brush 
and ink is an enduring feature of the Chi- 
nese cultural tradition, one that has per- 
sisted through the revolutionary upheav- 
als of the modern age. In the preface to this 
book, Richard Curt Kraus, 
an American political scien- 
tist, tells us that he became 
intrigued by the nature of 
the relationship between 
the traditional Chinese art 
of calligraphy and its role in 
modern Chinese politics. Of 
particular interest to Kraus 
is the place of calligraphy in 
a modernising society ruled 
by a communist party. 

Brushes with Power seeks 
to examine how China re- 
sponds to its cultural tradi- 
tion, using the art of callig- 
raphy as a metaphor that, 
writes Kraus, "offers a clear 
and rather uncrowded win- 
dow from which to survey contemporary 
Chinese society and politics.” Kraus em- 
phasises that, unlike art historians, he is 
concerned with questions of political 
power rather than aesthetics. However, the 
relationships that Kraus discerns between 
calligraphy and politics seem inordinately 
superficial. 

Kraus maintains that the calligraphy of 
the powerful has traditionally been "ac- 
corded special honour and sometimes 
treated with almost magical significance," 
constituting what may be regarded "as a 
little understood weapon in the arsenal of 
devices employed in China's political con- 
flicts.” On another level, Kraus perceives 
calligraphy as emblematic of “a grandiose 
legacy that Chinese of the late twentieth 
century have received with ambivalence,” 
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and sees the Chinese Communist Party as 
having absorbed this tradition in order to 
meet its own practical political needs. 

The book's extended discourse on cal- 
ligraphy as an institution of traditional 
Chinese culture will delight the uninitiated 
reader and antagonise the knowledgeable 
reader. Kraus provides a well-written, 
broad-brush treatment that reduces its sub- 
ject to terms that seem easily comprehensi- 
ble but that are grossly oversimplified. The 
result is inanity. 

Traditional China, states Kraus, “was 
divided into a ruling class of calligraphers 
and a population that wrote rudely if at 
all." He interprets calligraphy as "the quin- 
tessential bureaucrats' art" that offered 
"class solidarity" to an elite that was 
"drawn from the tiny class of landowners." 
In Kraus' hands, history, politics, art and 
culture are wrapped up in a single, tidy 
package, with no confusing loose ends. 

Kraus sees continuity between tradi- 
tional and contemporary China, pointing 
to Chinese political leaders “who still carry 
on such literati conventions as exchanging 
poems among themselves and writing 
moralistic inscriptions for their under- 
lings." For Kraus, the continued use of cal- 
ligraphy by the leadership in a socialist so- 
ciety is in itself proof of the resilience of 
Chinese cultural forms. He 
dismisses claims that Chi- 
nese communism has either 
obliterated or irreparably 
degraded what remained of 
traditional Chinese culture, 
stating that such arguments 
display "a profound misun- 
derstanding of the intersec- 
tion of culture and politics." 

To his credit, Kraus illus- 
trates the ways in which 
Chinese leaders use callig- 
raphy to express their po- 
litical and cultural pre- 
tensions. However, he fails 
to differentiate between the 
form and the substance of 
this traditional Chinese 
practice. He also fails to recognise the fun- 
damental dichotomy between traditional 
culture and modern statism, and the efforts 
undertaken in 20th-century China to neu- 
tralise, if not eradicate, the substantive as- 
pects of traditional culture. 

In sum, this is an unconvincing and 
deeply unsatisfying book. One can readily 
express agreement with Kraus when he 
writes that the book has "drawn its evi- 
dence from widely scattered sources" and 
"may seem extravagant, if not absurd." 
The fact that this book has been published 
by a major university press may, however, 
foster the erroneous impression that it is a 
work of solid scholarship. @ Jon Huebner 


Mr Huebner teaches Chinese history at Rutgers 
University. 
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International trading would be a great 
deal less flexible if it could not rely on 


banks to meet the individual needs of 


buyers and suppliers: deferred payment 
in one case, cash in another, advance pay- 
ment in a third case. 

For an answer to your trade and com- 
modity financing questions you need to 
talk to a bank that specializes in creative 
new ideas. 

UBS is such a bank. We will seek a solu- 
tion to your problems by applying our 


UBS. The bank of experts. 


knowledge of sophisticated hedging pro- 
ducts, tailor-made pre-export financing, 
countertrade arrangements, collateralized 
loans, financing under government and 
supranational financial institutions’ risk 
guarantee programs. That’s why you 
should talk to UBS, Switzerland’s leading 
financial institution and one of the few 


AAA-rated banks worldwide. 
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UBS in Asia, Australia and India: Tokyo, Osaka, Hong Kong, Singapore, Taipei, Beijing, Seoul, Sydney, Bombay. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH-8021 Zurich. 





BUSINESS 


Japanese consumers — the key to economic recovery. 


POLICIES 


Tax euts in demand 


Japanese business groups are calling for cuts in personal tax to boost 
consumer demand. The Ministry of Finance is insisting on a balanced 
budget. Soon, the politicians will want their say. 


By Jonathan Friedland in Tokyo 


apan's economic managers are run- 
ning out of options for pumping life 
back into a flagging economy. Inter- 
est rates have been cut repeatedly 
during the past 15 months, to little avail. A 
boost to government spending announced 
in August looks like proving a damp squib. 
That leaves one other option creeping up 


the political agenda: a cut in the rates of 


personal taxation. 

Economic technocrats within the ruling 
Liberal Democratic Party (LDP) are scepti- 
cal about the likely boost to consumer con- 
fidence of a tax-reduction policy. "One 
school of thought is that income tax cuts 
boost economic growth," says Takeshi 
Noda, director-general of Japan's Eco- 
nomic Planning Agency. "In our experi- 
ence it doesn't work that way . . . but an 
income tax cut is a temptation that politi- 
cians cannot resist." 
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For the time being, leading politicians 
in the LDP are too distracted by factional 
rivalries to take the initiative on tax reform. 
But they may find it hard to stay out of the 
fray as evidence mounts that Japan's sput- 
tering economy is not responding to the 
hoped-for stimulus of lower interest rates 
and higher public spending. 

Private economists suggest that Japan s 
economy will grow by only 1.4-1.6% in the 
vear to 31 March 1993, the lowest level 
since 1974. With all of the major indicators, 
including bellwether consumption and in- 
vestment data, pointing in the wrong 
direction, growth in the year beginning 
April 1993 could be even less. 

Nor can Japan look to an export-led re- 
covery. The country is running à widening 
trade surplus and there is general agree- 
ment that further growth in exports would 
not stimulate the economy much. Neither 
would it win Tokyo any international 
friends. ^The economy is not going to re- 
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cover until domestic consumption recov- 
ers," says hei en Cohen, a managing di- 
rector at S. G. Warburg Investment Trust 
in Tokyo. "Exports aren't the answer." 

Japan's Federation of Employers Or- 
ganisations, the Nikkeiren, and its organ- 
ised labour counterpart, Rengo, called for 
tax cuts in October. So did the Japan Cham- 
bers of Commerce, the Japan Department 
Store Association, the Japan Chain Store 
Association and the Japan Association of 

Corporate Executives. Only the Keidenran, 
the grand-daddy of Japanese business or- 
ganisations, argues that a cut in personal 
taxes would do little to boost slack con- 
sumer demand. 

The business groups are calling for in- 
come tax relief of Y2-3 trillion (US$17-25 
billion) which, they argue, would have 
only a minor effect on government rev- 
enues but would induce consumers to 
spend more on goods and services. 

A tax-reform programme implemented 
in 1989 was designed to lighten the burden 
of direct taxation and recoup lost revenue 
through a 3% consumption tax. Since then, 
however, income taxes paid have risen at 
almost twice the rate of the increase in 
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-ister of finance. "Tax cuts have no tremen- 

< dous effect on the economy and create 

problems for many years to come.” 
. The ministry believes it can hold the 
line, if only because of disarray among the 
-proponents of tax cuts. While the broad- 
based economic organisations are pushing 
for personal tax cuts, different segments of 
the corporate community — such as the 
banking sector and the construction indus- 
try — are seeking individual concessions. 

The ministry, though, may have begun 
to dig a hole for itself which will be hard to 
climb out of once the debate on tax cuts 
begins in earnest, probably during the 
early part of 1993, when the next budget is 
being prepared. 

. Concerned about an estimated tax 
shortfall of ¥4.9 trillion in the current fiscal 
year — bringing down the take to ¥57.7 
trillion — the budget bureau of the minis- 
try has been quietly paring back on regular 
spending to accommodate the Y10.7 trillion 
supplementary budget announced in Au- 
gust. This supplementary budget is due to 
be enacted by Japan's parliament, the Diet, 
in November. 

Economists at Merrill Lynch in Tokyo 
say that the ministry's final draft for the 
supplementary budget increases spending 

for the year by only 7.9%, far below the 

11.296 rise envisaged when the measures 

were announced. In fact, the spending in- 

.€rease is not significantly more than the 

6.7% figure announced in the March 

$3 budget. "Then, the government was argu- 

ing that the economy would grow by 3.5% 
for the year. 

The public works component of the 
supplementary budget remains more or 





less unscathed, but its primary impact will | 


be in rural areas, where economic condi- 
tions are more buoyant, for the time being 
at least. instead, the ministry is planning to 
reduce salary increases for government 
employees by Y2.5 trillion, and to cut sub- 
sidies to housing and urban-development 
corporations. "That will hit the economy in 
its weakest spot — urban consumption," 
says Merrill Lynch. 


The budget shortfall is also being met | 

by a reduction in debt-servicing costs on 

Japanese government bonds, resulting 

from lower interest rates, and by some jug- 

: gling of the accounts by bureaucrats using 
their considerable discretionary powers. | 
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probably are not enough to allow Japan to 
retain its status as the only industrialised 
country with a government budget sur- 
plus. According to S. G. Warburg econo- 
mist Jesper Koll, the central government 
shortfall on tax revenues over expenditure 


_ for the second half of the current fiscal year 
will be about 1% of GNP. This is likely to 


force the issuance of deficit-covering bonds 
by early next year. 

The Ministry of Finance has laboured 
for over a decade to bring Japan's govern- 
ment finances back to surplus. In the mid- 
1970s, says Jardine Fleming economist Paul 
"politicians virtually kid- 
napped fiscal policy and ran up a huge 
state debt trying to spend Japan out of the 
first oil-shock stagflation." In 1978, Sum- 
merville notes, Japan had a public-sector 
deficit of almost 9% and relied heavily on 
bond financing. 


Down with taxes! 








POLICIES 


Generous to a default 


Manila launches probe into Marcos-era loans 


By Rigoberto Tiglao in Manila 


ins of the past still haunt the Philip- 
pine Government. And President 
Fidel Ramos is trying to come to 
terms with one of those sins in an effort to 
enhance his credibility. 
Under pressure from the opposition 
and the media, Ramos has ordered an in- 
vestigation into P147 billion (US$6.1 bil- 


| lion) of questionable state loans made to 
419 companies during the Marcos years. 


These loans, which were assumed by the 


Philippine Government in 1987, account 


for 15% of the country's P1 trillion public- 
sector debt. - 
"Some of these companies raped the 


The spending cuts and accounting tricks 








While disciplined spending was 
factor in returning government fina: 
the black, so too was the huge ris 
revenues that resulted from strong 
nomic growth and asset inflation. Bets 
1987 and 1990, Japan’s tax revenues 
creased at an average rate of 10.3%, or 
trillion a year, largely because man 
panese consumers were catapulted’ 
higher tax brackets. 

In Japan, income tax is steeply progi 
sive, with the bottom marginal rate at 
and the top rate, which effects individu 
earning more than ¥20 million a year, 
50%. More than 70% of Japan's tax receipt 
are directly levied, the highest propo 3 
of any major industrialised economy. - 

Jardine Fleming expects tax revehues Hi * 
fall 7% for the whole of fiscal 1992. Lower- 
corporate tax receipts will account for the . 
lion’s share of the shortfall, in line with the 
collapse in profits. Thus, argue some bust 
ness organisations, a modest cut in per- 
sonal taxes would have only a limited eh 
fect on the overall trend of government fi- 
nances but would go a long way to restor- 
ing consumer confidence. E 

The success of a campaign for tax cuts, A 
say analysts, will hinge on a resumption of — 
consumer demand. If the fiscal stimulus - 
package fails to jump-start the economy — 
and if major demand-side indicators such _ 
as retail sales and inventory: levels fail to — 
respond — the debate will take on an in- ? 
creasingly political complexion. 

“LDP politicians have been Tamous for : 
bringing subsidies to the countryside,” says 
one analyst. “If the economic downturn. 
continues, they may be smart enough to 
start thinking about tax cuts for the urban. 
salaried worker." DCN 



























































country," says Ramon del Rosario, the fi- 
nance secretary. "T his i is a case of economic: 
plunder.” 3 
The controversy N hove 
nearly seven years after the fall. 
Ferdinand Marcos, the government contin 
ues to be dogged by the financial impre 
prieties of the late dictator. In addition, t 
probe could affect the long-running pr 
gramme to dispose of indebted companii 
It remains to be seen whether the inves 
tigation actually goes anywhere. Documen 
tary evidence on allegedly irregular trans- 
actions committed more than a decade ago 
will be hard to come by; many documents : 
are reported to have been "lost." | 
Analysts believe Ramos, who was com 



















criticism that he has been too lenient with 
groups or people who had supported the 
strongman. 
. Indeed, one of Ramos’s closest allies, 
House Speaker Jose de Venecia, could 
find himself a target of the investigation. 
The politician’s Landoil group of corpora- 
tions is alleged to have incurred P5 billion 
in still-unpaid debts from government 
financial institutions during the Marcos 
years. 
De Venecia argues that the Iran-Iraq 
war in 1980 had torpedoed Landoil's 
projects in Iraq, projects that the Marcos 
government had prodded the company 
"to undertake. But Philippine Export & 
Foreign Loan Guarantee Corp. (Phil- 
guarantee), which extended a guarantee to 
the foreign loans of a Landoil subsidiary, 
alleged in 1987 that the proceeds were di- 
verted elsewhere. 
| De Venecia says the alleged diversions 
were normal cash-flow transactions neces- 
sary for the foreign operations of Landoil's 
group of firms. Moreover, he calls himself 
“a victim, not a crony of Marcos.” 

If the probe zeroes in on the Landoil 
|. debts, de Venecia could find 
himself on the political defen- 

..Sive, weakening his already 
=- tenuous hold in Congress. 
^ That, in turn, could stall 
.Ramos' programmes. Some, 
‘such as tax-reform measures, 
"require legislative action. 
Nonetheless, some ana- 
lysts believe the investigation 
-is a subtle attempt by Ramos 
" vto distance himself from de 
-.... Venecia if the House speaker 
is eventually charged with 
any wrongdoing. The 10- 
member presidential panel is 
headed by the chairman of the Presi- 
dential Commission on Good. Govern- 























ader of a born-again evangelical group 
at supported Ramos' bid for the presi- 


^. The investigation is likely to delay 
plans for the rehabilitation of the 419 
ebtor companies. The government-ap- 
pointed Asset Privatisation Trust, which 
imed responsibility i in 1987 for dispos- 
of the companies, is in the process of 
osing sale agreements on 286 of the en- 
rprises for a total of P29.1 billion, or 
arly 20% of the government's exposure. 
Jut a trust official says the prospective 
iyers of the other companies are now 
likely to wait until they are assured that 
the investigation will not interfere with 
their planned purchases. 
An immediate casualty of the inves- 
tigation will be plans to rehabilitate Nonoc 
. Mining & Industrial Corp., the world's 
sixth-largest nickel producer before its clo- 











— of the constabulary under Marcos, sured 
ordered the investigation largely to stop. | C 


Getting rid of the bad debts 


Partially disposed 
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is the sree of the 419 companies. 


The Cabarrus family had. armed: n 


plans for a repurchase last year. But it has 
had difficulty finding finance for the pro- 


gramme. The probe ordered by Ramos will - 
review Nonoc's case, possibly scaring off. 


potential investors. 


Most of the loans — labelled “behest | 


loans" by Manila's media because many 
were granted by government banks "at the 
behest" of Marcos — were originally ex- 


tended by state-owned Philippine National | 
Bank and Development Bank of the Philip- 
pines. The investigation will also examine | 
| USS250 a day for run-of-the-mill rooms. 
_ The exhibition building’s glitzy halls may 
| still be thronged with avid China traders 


equity or loans extended by state-owned 
National Development Co. and credit guar- 
antees made by Philguarantee. 


Loans to companies closely linked to | 
_ will be apparent that the doyen of Chinese 


Marcos include: 


> P2 billion extended to Cellophil Re- | trade fairs has had its wings clipped back a 


sources Corp., which was controlled by | bit. 
His wife, Pacienca | 


Herminio Disini. 


Escolin, is a first cousin and personal phy- | 


sician of Imelda Marcos. 
P» Pi billion to five shipping firms control- 
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led by Roberto Benedicto, the strongman's 
close ally. 
> P9.5 billion to Construction & Develop- 
ment Corp., owned then by Roberto 
Cuenca, a known Marcos business ally. 
Not all the loans on the list went to 
Marcos cronies. Congressman Bonifacio 
Gillego points out that three of the com- 
panies on the list were cement busi- 
nesses controlled by the family of Finance 
Secretary del Rosario. The companies had 
debts totalling P230 million, according 
to the government. The family's holding 


company, Philippine Investment. & | 
Management Consultants, says that the 
cement companies: debts have been set- | 


tled. 


Many of the companies on the debt. 
roster were involved in industries that. 
Marcos technocrats believed should get | 
government financial support. These com- . 
panies keeled over when the country's . 
economic crisis. accelerated isis the |. 
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Shina submits the Canton 
trade fair to competition 


By Carl Goldstein i in | Canton - 


hen the Canton trade fait 1 re- 
opens next April, local hotels 
here may still be charging 


from all over the world. But it nonetheless 


An official of China's Ministry of For- 
eign Economic Relations and Trade 


| (Mofert) said his ministry would announce 


on 30 October a plan for reorganising the 
Canton trade fair to bring it into line with 
wider changes sweeping China's foreign 
trade system. 

Currently, 15-day fairs are held each 


E spring and autumn featuring wares rang- 
| | ing from footwear to petrochemicals. But 
| the spring fair in April will be confined to 
| textiles and light industrial goods and will 


be shortened to 10 days. Only the autumn 


| session in October will keep its all-inclu- 


sive product range and 15-day time-span. 
In addition, all trade and exhibition space 
will be organised by each province rather 
than by the Peking headquarters of vari- 
ous foreign trade corporations. 

The changes represent a startling shift 
in direction for the Canton fair. Until the 
reforms of the past few years, Canton had 
been China's main window on the world. 
Foreign buyers have come here since 1957 . 
to sample China's wares under the watch- ; 
ful eye of security agencies. The fair stayed _ 
in business even during the darkest days 
of the Cultural Revolution in the late. 
1960s. B 
The reorganisation of the Canton fair re- 
flects what is happening at the national . 
level. Over the past few months, the re- 
form-bent central government has imple- 
mented a series of measures that, taken to- 
gether, mean that the once-mighty foreign 
trade corporations no longer rule the roost. - 
Instead, provincial and city offices are be- 
ing given virtually complete autonomy. 


They will no longer answer to Peking, but 
they will also lose their central subsidies 
and be responsible for their own profits 
d and losses. 


Other changes are afoot as well: facto- 


ries that once could trade with the outside 





^ * 
Can you paint a Automobiles have an environmental effect long before they take to the road. Solvents used in 
» | 


car with 90% 


spraying on a high quality, durable paint finish can contaminate the air. 


water and still get That's why the engineers of a renowned worldwide car maker insist on environmentally-friendly paints, 


a better finish? which reduce solvent content significantly. But they wanted a safer, more efficient application system, 


Yes, you can. 


too. ABB Paint Finishing designed and installed manual and robot spray booths with advanced ventilation control. 
Recirculating air is continually scrubbed clean of paint residue, which is extracted for recycling. This complex 
environmental control system has reduced solvent emissions by about 1.4 kilograms per car, without compromising 
paint finish quality 

ABB also serves the automotive industry with robotic systems, drives, Quintus fluid cell presses and test rigs. As a 
leader in electrical engineering for power generation, transmission and distribution, industry, transportation and 
environmental control, ABB is committed to industrial and ecological etficiency worldwide. We transfer know-how 
across borders with ease. But in each country, ABB local operations are decentralized and flexible. That means we can 
respond swiftly and surely to environmental challenges which stretch the limits of the possible - like getting a better 


paint finish while using less solvent - in close partnership with our customers. 
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The changes a are already taking atollo 


| ers report that the trade agencies have been 
hit by a wave of personnel defections in 
` recent months, as the implications of the 
a changes sink in. The prospect of losing the 
-iron rice bowl seems to be pushing some 


of the bolder business people in these or- 


anisations into the world of foreign and 
jnt-venture businesses, where generally 
igher wages help compensate for the lack 
of security. 
“Even Mofert, which oversees the foreign 
trade corporations, is in for a major demo- 
tion. Newly promoted Vice-Premier Zhu 
Rongji’s Economic and Trade Office is to 
be upgraded into a sort of super econom- 
i. jes ministry, while Mofert and the Com- 
^|. merce Ministry are to be stripped of many 
-functions and personnel. 
a The Canton fair, though, has managed 
_ to retain its importance even as China rap- 
idly expanded its foreign trade relations 
— — with the rest of the world. Despite all the 
^. chrome and mirrors here, most of the 
.. tough work gets done in dingy negotiating 
rooms. “It is still the most convenient way 
to see the people we deal with from all 
over China without having to visit 10 dif- 
ferent provinces ourselves," says Martin 
Merz, a Hongkong-based executive for a 
.. US footwear importer. 
577 ‘It appears plenty of other people share 
^. his sentiments. When this year's autumn 
fair closes on 30 October, 50,000 foreign 
‘traders will have booked at least US$6.5 
billion of orders, according to Mofert offi- 
~~ dal Cong Yinggi. (The dollar figure over- 
-© states the fair's importance, however. A 
. trip to Canton at state expense remains a 
prized commodity for many trade bureau- 
crats. Thus deals that had already been 
sewn up will be listed as having been 
concluded in Canton to justify the ex- 
pense.) 
. The changes sweeping the system even- 
tually will lead to a less important role for 
the Canton fair. Many smaller trade shows 
have already sprung up elsewhere in 
China. Many more provinces and cities, 
"which have long looked on jealously as 
Canton raked in money from fair-related 
business, are planning their own venues. 
For example, Shanghai and Shenzhen are 
hoping to start all-purpose fairs. 
:*- But Canton will not quickly lose the 
advantages that proximity to Hongkong 
bring. The rail and sea links available be- 
.. tween the colony and the Guangdong capi- 
ctal far surpass the carrying capacity of 
China's sorely overtaxed air services into 
Shanghai or any other city. And Cong says 
the authorities plan to let some wholly for- 
: eign-owned companies and joint ventures 
exhibit at the Canton fair as well. E 
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t may not be Fortress Asia, but Asean 
ministers appear to be getting serious 


among the six members. At a meeting in 
Manila on 22-23 October, economic minis- 
ters agreed on a schedule of tariff cuts that 
| will begin on 1 January 1993 and will con- 
| tinue for 15 years. 

The move is a sign that Asean is in- 
creasingly concerned about the inability to 
achieve a successful conclusion to the Uru- 
guay Round of Gatt talks. Members are 
also worried that the North American Free 
lrade Agreement, signed last August, 
could divert commerce and investment 
away from Southeast Asia. 

"Developments at Gatt only confirm 


Asean free trade area 








that we’ve embarked in the right direc- 
tion,” Singapore Deputy Prime Minister 
Lee Hsien Loong said at the meeting. 

The key ingredient in the Asean Free 
Trade Area (Afta) is a scheme to introduce 
a Common Effective Preferential Taritf for 
processed agricultural and manufactured 
goods made and traded within the group- 
ing. The goal is to have a common tariff of 
up to 5% on these goods within 15 years of 
the launch of the scheme next January. 

Tariffs are to be reduced in two stages. 
In the first stage, which is set to last five to 
eight years, goods which currently receive 
a tariff of more than 20% will have their 
tariffs cut to 20%. The rate at which the 





about setting up a free-trade area- 
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reduction is made will be left to indi- 
vidual Asean members to decide. The . 
| second stage, lasting seven to 10 years, 


| will be tougher and will involve cutting 











Asean ministers set countdown to freer trade 


the tariffs to 0-595. 
The 20% goal for the first phase is re- 
garded as a compromise between those 


. members which want to move rapidly to a 


free intra-Asean market and those that 


. want to protect their industries. On paper, 
these first-stage cuts would not seem to be 


very deep. Excluding Singapore and Bru- 
nei, the trade-weighted average tariff on 
manufactured products in Asean is about 
24%. Singapore, an entrepot, has an aver- 
age trade-weighted tariff of 1.2% and Bru- 
nei's level of protection is similarly low. 

But in a sign that Asean is anxious to 
get on with the process quickly, members: 
agreed to speed up the tariff cuts for 15 
product categories. These include cement, 
chemicals, pharmaceuticals, fertiliser, veg- 
etable oils and plastics. They comprise 
about US$10 billion of intra-Asean- trade 
-each year, about a third of the total. 

Goods in the designated categories that 
currently face tariffs of no more than 20% 
will see their duties cut to 0-5% within 
seven years. Those now with tariffs of more 
than 20% will have their tariffs cut to 0-5% 
within 10 vears. 

Ministers still have to agree on what 
products are to be excluded from the accel- 
erated schedule and what items may be 
left out of Afta entirely. Malaysia is aiming 
to exclude some electronic goods. The Phi- 
lippines would like to protect its textile and 
coconut industries. And Indonesia has in- 
dicated that certain types of chemicals 
should be excluded from the lists. 

At the meeting, Thailand and Indonesia 
initially expressed their intention to ex- 
clude entire product categories, but this 
line seems to have softened during talks. 
Now only specific items are to be excluded. 

The final list of exclusions, it is hoped, 
will be agreed on at a meeting in Decem- 
ber of Afta's council, a newly established 
body designed to oversee the process of 
creating a free-trade area. The council is 
also due to finalise a precise definition of 
the rules of origin an item would have to 
meet in order to qualify for preferential tar- 
iffs. The present consensus appears to be 
that a commodity will be classified as an 
Asean product if at least 40% of its value is 
added within the region. 

Philippine Trade and Industry Secretary 
Rizalino Navarro says that Afta will prove 
valuable if it creates incentives for Japan 
and other capital-surplus countries in Asia 
to locate their plants in Asean to take ad- 


vantage of lowered tariffs for goods pro- 
duced within the bloc. 
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Battle of the desktops 


Japanese PC buyers finally get a price break 


By Mark Clifford in Tokyo 


okyo's Trendy magazine has this ad- 
vice for Japanese who want a cheap 
personal computer: go to Hongkong 
or Taipei. A cover story in its latest issue 
gives details of where to find the bargains 
that Japanese computer buyers cannot get 
at home. 

But the days when it was cheaper to 
buy abroad, even after paying for a hotel 
room and air ticket, are numbered. For the 
Japanese PC market is starting to witness 
something new: tough price and product 
competition. 

A sign of the times was the announce- 
ment on 20 October by US computer giant 
IBM that it plans to introduce a broad range 
of low-price computers in the Japanese 
market. Prices will start at ¥198,000 
(US$1,640) — about half those of compara- 
ble machines made by market-leader NEC. 
Other foreign companies are also stepping 
into the fray, among them US-based Ap- 
ple, Taiwanese PC makers and Texas-based 
Compaq, which in September unveiled a 
slew of low-priced printers and comput- 
ers. 

The flurry of activity is good news for 
Japanese consumers, and is likely to stimu- 
late demand in a country where personal 
computers are used far less than in the US 
or Europe. But it is likely to be bad news 
for NEC, which controls a staggering 53% 
of the Y1.2-trillion market. 

The event which has galvanised com- 
petition took place at the beginning of 1991: 
this was the advent of a specially adapted 
Japanese version of Microsoft's DOS system, 
the operating software that has become vir- 
tually an industry standard for personal 

computers in Western markets. 

Fight of the 10 largest suppliers in the 
Japanese market (all except NEC and Ap- 
ple) have rallied round the new version, 
known as DOS/V. The modified program 
can handle the Japanese characters that are 
too complex for standard Dos. In the pro- 
cess, it will free Japanese computer users 
from being tied to proprietary software — 
and open up a vast library of DOs-compat- 
ible programs. 

DOS/V has got off to a fast start. In just 
18 months, it has won the support of com- 
panies who between them account for 30% 
of Japanese PC sales. Maruyama Tsutomu, 
director of IBM's s personal- computer unit in 
Japan, predicts this figure will rise to 40% 
by year-end. Japanese companies such as 
Toshiba and Fujitsu are also hoping to ride 
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the new operating system to success. "If 
DOS/V grows much more it will be easy for 
us to grow market share," says Tatsuya 
Nonogaki of Toshiba's planning and coor- 
dinating office. 

In the past, Japan's PC market was rig- 
idly divided: manufacturers sold pro- 
prietary systems that would run only soft- 
ware written especially for their machines. 
The thinking was that once a customer 
bought, say, a Seiko Epson system, he 
would be forced to stick with the brand 
because of the difficulty of transferring to 
different software. 

But the approach hindered develop- 
ment of both the hardware and software 
industries. Software companies did not 
want to write different programs for each 
operating system — and baffled consum- 
ers often delayed purchases rather than 
pick between competing systems. As a re- 


PC market share in Japan 
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Seiko Epson 10.8 
8.2 


Source: Nikkei Sangyo Shimbun 


sult, prices stayed high because makers 
tailed to achieve economies of scale. 

For NEC, whose so-called 9800 series of 
computers do not run DOS, the approach 
may have appeared to work — until now. 
But the introduction of DOS and the advent 
of big players such as IBM suggests major 
changes are ahead. 

The giant US computer maker has had 
the biggest market share in virtually every 
country where it has bothered to compete. 
Everywhere, that is, except Japan. IBM's 
current market share is only 7%. But it 
plans to nearly double that figure over the 
next few years. 

Robert O'Malley, managing director for 
personal systems at IBM's Asia Pacific unit, 
predicts that PC prices will tumble. Today, 
a personal computer in Japan costs two to 
three times world prices; by late 1993 or 
early 1994, the premium will be only 10- 
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15%, O'Malley forecasts. “We'd like to lead 
that change," he says. "We intend to be 
aggressive here. This is a very important 
market for IBM." 

IBM's determination reflects its more 
aggressive stance in world PC markets. 
Until recently, it had watched almost help- 
lessly in the US and Europe as fast-moving 
companies such as Compaq, AST and 
scores of makers of low-priced IBM clones 
whittled away its market share. (Now, 
even IBM is selling clones in Europe under 
the Ambra name.) 

For its part, NEC is nervously watching 
the competition. "We will maintain our 
market share," vows Takashi Kubota, man- 
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ager of sales coordination in the personal 
computer marketing division. He believes 
NEC's extensive sales and support network 
will help it retain customers. "Simply low- 
ering the price will not cause machines to 
sell well," he declares. 

But NEC is nonetheless stepping up its 
efforts to lock first-time users into its own 
proprietary system. And it, too, plans to 
roll out a line of lower-priced machines. 
"There are some people who require cheap 
machines,” says Kubota. “We will come 
out with low-end products." 

Kubota believes that the Japanese 
market, with its emphasis on long-term 
customer relationships, is quite different 
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Breaking the bonds 


By Hamish McDonald in Surat, 
Gujarat state 


Reliance Industries faces problems at its 
fast-growing petrochemical complex 
near Surat, north of Bombay, that are 
common to most of India's makers of 
basic commodities: constraints on deve- 
lopment capital and raw materials. Yet 
the group's solutions have shown un- 
usual boldness and ingenuity — and 
raised some eyebrows along the way. 

Within 25 years, Reliance has grown 
from a kerbside trader to India's fourth- 
largest company by sales. And in May it 
became the first Indian firm to tap the 
Euromarkets, raising US$150 million in 
global depositary shares just before the 
Bombay securities scam stalled other In- 

Now, it has secured leading Ja 
trading company Itochu (formerly C. 
Itoh) as its partner in a project to make 
plastics at Reliance's emical plant 
at Hazira, across the Tapti River from 
Surat. The project involves construction 
of a natural-gas liquids and naphtha 
cracker next to the plant. When this 
comes into operation — by late 1994, ac- 
cording to the company, though more 
likely by early 1995 — Reliance will no 
longer be dependent on imported 
feedstock. 


Itochu's involvement is also signifi- 
cant in itself. At US$50 million, the in- 
vestment is Japan's biggest in India to 
date. It also represents the first real toe- 
in-the-water for Japanese interests in In- 
dia since New Delhi began its economic 
reforms in July 1991. (Cumulative Japan- 
ese investment over the past 40 years has 
been just US$197 million.) 
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Itochu's equity input will be divided 
between two companies, Reliance Poly- 
ethylene and Reliance Polypropylene. 
They will produce 160,000 tonnes a year 
of polyethylene and 250,000 tonnes of 
polypropylene — products which occur 
in everything from pipes to packing. 

Itochu will help market 10-15% of the 
product overseas. The spur for the 
project, however, is the potential domes- 
tic demand: per-capita consumption of 
plastics in India is only 
0.75 kilogramme a year 
— a far cry from Japan's 
48 kg per capita and be- 
hind even China's 2 kg. 

The Rs 14.2 billion 
(US$550 million) cracker 
will be partly funded by 
the proceeds of the Euro- 
issue, which replaced for- 
eign-currency debt. 

The joint ventures 
with Itochu will help to 
solve Reliance's capital 
shortage for rapid down- 
stream expansion. Reli- 
ance says the units will 
be funded by Rs 2.5 bil- 
lion in equity and Rs 7.8 
billion in convertible debentures. 

However, what may raise eyebrows 
among investors in Reliance is the cor- 
porate structure being employed. The 
use of two companies to receive the in- 
vestment is explained by the fact that 
Reliance was angling initially to get two 
Japanese traders involved — Mitsubishi 
as well as Itochu. 

But investors may be more puzzled 
as to why Reliance Industries seems to 
be spinning off new ventures only 
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than the US one. But it is worth 
remembering that Apple, which also has a 
proprietary system, saw its dominance of 
the US market disappear within two years 
of IBM's introduction of DOs-based PCs in 
1981. 

Moreover, the Japanese market is a 
tempting prospect. There are only about 10 
million desktop and portable computers in 
use. NEC's market researchers estimate the 
potential "installed base" at 60 million 
units, with the biggest demand likely to 
come from small businesses with between 
five and 299 employees. Currently, only 
about one in four such businesses is using 
personal computers. a 





months after it consolidated Reliance Pet- 
rochemicals — and why it seems to have 
only a minor stake in what was sup- 
posed to be its growth prospects at 
Hazira. 


The two separate companies are 
former listed investment vehicles con- 
trolled ultimately by Reliance's founders, 
the Ambani family. Existing sharehold- 
ers of these companies will get 32% of 
the 250 million shares issued. Reliance 
Industries, its directors, their families and 
friends will together get another 24%; 
Itochu will take 24% and the remaining 
20% will be offered to the Indian public 
in an issue starting on 12 November. The 
debentures will be offered at the same 
time at Rs 50, convertible 
after a year at a Rs 50 pre- 
mium. 


ing director Anil Ambani 
says the structure ad- 
dresses concerns about 
foreign control. Itochu's 
US$50 million is equiva- 
lent to about 10% of Reli- 
ance shareholders' funds 
as at the end of March. 

The Ambani family 
controls Reliance Indus- 
tries with only about 24% 
of the equity (which is 
not unusual for India). 
“The primary reason for 
forming a separate com- 
pany is that we would not like a large 
investor to come and take 10-15% of the 
mother company,” says Ambani. 

An uncited reason, however, is that 
since its Euro-issue, Reliance’s balance 
sheet has been under international scru- 
tiny. The company’s debt-to-equity ratio 
was 1.3 to 1 in March this year, though it 
is forecast to fall to about 0.9 to 1 by next 
March. This is still high, and limits Reli- 
ance’s scope to fund its strong growth 
opportunities by borrowing. * 
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THE STH COLUMN 


After Mexico and Canada, who? 


hen George Bush of the US, 

Brian Mulroney of Canada, 

and Carlos Salinas of Mexico 

recently met in Texas to put 
their names to a free-trade agreement, they 
were not only laying to rest the mutual sus- 
picions that have retarded relations among 
the nations of the Americas for more than 
a century. They were also laying the foun- 
dations for a new economic framework 
that will take advantage of the collapse of 
the Soviet Union. 

But trade and prosperity, like security, 
are no accident. While the paramount con- 
cern of US leaders in the 1940s was to 
create structures to contain communism, 
today's leaders aim to come up with an 
architecture to expand trade. 

Unfortunately, the two main interna- 
tional economic institutions — the Gatt and 
the Group of Seven — are both in need of 
strengthening. Against this backdrop, Bush 
in a speech in Detroit emphasised that his 
purpose in seeking a North American Free 
Trade Agreement (Nafta) was not to create 
a regional bloc but to "develop a strategic 
network of free-trade agreements with 
Latin America, with Poland, Hungary and 
Czechoslovakia, and with countries across 
the Pacific." 

The president recognises what Asian 
entrepreneurs have known for some time: 
no country, not even the US, can shut itself 
off from any part of the world without 
grave consequences for its growth. 

The question that bedevils specialists 
today is how to expand world trade. On 
one level, we work through Gatt to 
strengthen the multilateral system. On an- 
other, we work towards the development 
of sub-groupings that want to proceed at a 
faster pace. 

Selective agreements such as Nafta not- 
withstanding, the US has always empha- 
sised the Gatt as the appropriate vehicle 
for promoting world trade. But Gatt works 
on the basis of consensus, and with 105 
members this may be a long time coming. 
If it becomes the only mechanism for liber- 
alisation, opportunities will be missed. If 
two or more countries want to liberalise 
among themselves, why should they not 
be able to design a mechanism that does it, 
rather than be forced to wait? 

There is no reason why the US should 
not expand this approach to the Pacific, 
and Bush has given every indication that 
this is exactly what he wants. The US 
should do what it has with the Enter- 
prise of the Americas initiative in Latin 


By Franklin L. Lavin 


America: establish a set of independent 
free-trade criteria and offer to begin dis- 
cussions with any country that meets those 
criteria. 

If a country is committed to open mar- 
kets for goods and services, if a country is 
committed to removing barriers to invest- 
ment, if a country is committed to safe- 
guarding intellectual property rights, then 
let the discussions begin. 

Looking solely at this commercial di- 
mension, the trading partners most likely 
to respond positively to a US invitation to 
begin discussions would include Australia, 
Hongkong, New Zealand, Singapore and 
Taiwan. All these economies have rela- 
tively open trading systems, are relatively 
affluent and have highly 
internationalised mar- 
kets. 

This is not to deny 
that there are complica- 
tions. Of these five, only 
New Zealand and Tai- 
wan have publicly asked 
to be admitted to Nafta 
(though this may be be- 
cause the president's pro- 
posal is less than two 
months old). Australia 
appears to have come out 
against a free-trade area 
for the time being. US 
relations with New Zea- 
land are complicated by 
the issue of visits by the 
US Navy. And trade re- 
lations with Taiwan are 
complicated by the lack 
of formal political ties. 

Adding to the com- 
plexity of the situation 
are intra-Asian economic 
relationships, such as the 
Asia Pacific Economic 
Cooperation and the 
Asean Free Trade Area (Afta), which 
comes into being next year. 

From the US perspective, these local 
groupings have marked a welcome start to 
regional liberalisation. Most important, so 
long as they do not erect common external 
tariffs they are no more trading blocs than 
Nafta is. And so long as they are open to 
all comers, they complement rather than 
conflict with the Gatt. 

But whatever new arrangements the US 
designs with Asia, four principles need to 
be kept in mind: 

P It does not matter whether the US en- 
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ters these discussions with Asia on a bilat- 
eral basis or through a link between, say, 
Afta and Nafta. 

> Whatever trade proposals emerge must 
be all-encompassing and Gatt-consistent. 
All countries have their less competitive 
industries that they frequently seek to ex- 
empt from such agreements. But trade 
agreements need to be built around reduc- 
tions in trade barriers, not around in- 
creased common external tariffs. 

P It does no good to eliminate tariffs with- 
out recognising that most barriers today 
are non-tariff ones. Unless all these obsta- 
cles are eliminated, protectionism is dis- 
guised rather than reduced. 

> Agreements should be designed around 
a "plurilateral" rather 
than "hub and spoke" 
system. This means that 
all participants that sign 
on to Nafta have access 
not only to US markets 
but to all the other par- 
ticipant markets. Such an 
arrangement means that 
a country like, say, Thai- 
land, would not have to 
go through dozens of 
separate bilateral rela- 
tions to enjoy access to all 
markets. 

Greater free trade be- 
tween the US and Asia 
will not be easy. Some 
countries will remain 
cool to the proposals, and 
in the US there are peo- 
ple who would rather 
protect 19th-century 
businesses than build 
21st-century businesses. 
This should neither trou- 
ble nor surprise us. 

Although the US will 
be patient towards those 
countries that feel they must wait, it is 
ready to enjoy the mutual benefits to be 
derived from moving ahead with those 
who want to open trade across borders 
now. And so long as this invitation remains 
open to all, it will not only bring untold 
benefits to its members it also will act as a 
great incentive to bring everyone else into 
the fold. m 


Franklin L. Lavin is the LIS Commerce Depart- 
ment's deputy assistant secretary for East Asia 
and the Pacific. The thoughts expressed here 
are not necessarily LIS Government policy. 
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SIEMENS 


Integrated 
Systems Technology 


oix million tons 
of steel per year 





The Baoshan Steel Mill near 
Shanghai is one of the world's 
largest steel production centres. 
Siemens was intimately involved in 
the project planning and supplied 
and installed most of the electrical 
equipment for the hot strip mill and 
the cold rolling mill. Advanced 
process computers and automation 
equipment have been employed to 
consistently maintain stringent 
tolerances and superb material 
quality. 


Siemens also provided in-depth 
training for over 500 operating 
engineers and mechanics to ensure 
smooth and uninterrupted operation 
of all electrical systems. 


The successful integrations of 
individual products into functional 
systems, the transfer of technical 


knowhow and the joint development 
of application-oriented solutions - 
these are the particular strengths of 
Siemens. Baoshan steel is just one 
example. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 


Nike's all-American success is based on i cheap Asian labour. 


COMPANIES 





GEAHARD JOREN 


Spring in their step 


Nike, the American sports shoe supplier, has reached the top by keeping 


quality high and costs low in a ruthlessly competitive, footloose 
business. A main ingredient: Asian manufacturing knowhow. 


By Mark Clifford in Hongkong 


Bv the standards of some 








Lif} | if | parts of Asia, it was a 
———-48 —-— pretty tame affair: workers 

[I T. ++ on strike at a footwear fac- 
WEN | | | tory in Serang, near Jakar- 
ine S UI ta, smashed windows and 





upturned office furniture. They were de- 
manding a pay increase of Rps 500 (24 US 
cents) a day. 

The unrest, though, was serious enough 
to force the South Korean factory owner, 
Sung Hwa Dunia, to cave in to the em- 
ployees’ demand. On 30 September the 
workers were granted the pay rise, bring- 
ing their salary to Rps 2,900 a day. 

Hardly an unusual story of labour un- 
rest, pe rhaps, but what makes the story sig- 
nificant is the name of the company w hich 
buys all of Sung Hwa's output. The pur- 
chaser is Nike, the world's largest supplier 
of athletic footwear and among the most 


56 


successful consumer-products companies 
to have emerged in the past 20 years. Part 
of that success has come about by paying 
rock-bottom wages to the workers who 
make the shoes. All but 1% of the 90 mil- 
lion shoes Nike makes each year are manu- 
factured in Asia. 

Nike is as American as Coca-Cola. Part 
of its appeal to the millions of people 
around the world who buy its athletic 
shoes is that Nike is selling a sense of free- 
dom. "Just do it'" exult Nike's advertise- 
ments. 

But there is a rough side to this dream: 
the ruthlessness with which Nike pares its 
costs. The company is forever on the look- 
out for cheap production sites. If costs in a 
particular country or factory move too far 
out of line, productivity will have to rise to 
compensate, or Nike will take its business 
elsewhere. The firm uses about 40 facto- 
ries; 20 have closed in the past five years or 
so and another 35 have opened. 

STERN ECONOMIC REVIEW 
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Asia excels at this unforgiving game of 
economic Darwinism, a fact that Nike's 
founder and chairman, Phil Knight, under- 
stands perhaps better than any other 
American businessman. Nike may look 
like an all-American enterprise, but its suc- 
cess relies on its ability to harness Asia's 
spectacular manufacturing expertise. 

“We're always looking for new manu- 
facturing sources,” says David Taylor, 
Nike's vice-president for production. “Peo- 
ple ask why we don't produce more in 
Eastern Europe, but we've concluded that 
the most capable manufacturers are in 
Asia.” 

Nike’s experience in Asia serves as a 
case study for much more than the foot- 
wear industry. It tells the larger story of 
the climb out of poverty for much of East 
Asia, with low-tech industries such as foot- 
wear helping to give countries a leg up the 
development ladder. 

The organisation of Nike is simple and 
effective. All the production risk is taken 
by contractors. "We don't know the first 
thing about manufacturing," says Neal 
Lauridsen, Nike's vice-president for Asia- 
Pacific. “We are marketers and designers." 
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These are the areas on which it concen- 

trates its resources. Yet it retains the ad- 
vantages of firms which produce in-house, 
namely a high degree of control over qual- 
ity and the ability to respond rapidly to 
changing tastes. 

To complete the international division 
of labour in a symbolically fitting way, the 
working capital is handled by a Japanese 
company, Nissho Iwai, a trading house. 

Salesmanship is something that 

America, of course, excels in. Not so, in 
manufacturing. Asia does that best, but for 

. Nike in a way that shows how integrated 
the Asian region has become. Until re- 
cently, almost all Nike's shoes were made 
in South Korea and Taiwan, but as labour 
costs there have soared, the firm's contrac- 
tors in these two countries have moved 
much of their production to cheaper sites 
in China, Indonesia and Thailand. 

Nike has helped with the relocation. 
"We say, "We're in a position to give you 
‘x’ amount of orders’ to take the uncer- 
tainty out of this move," says Lauridsen. 
"They go to the country. They bring the 
management. That formula has worked re- 
ally well," he says. 

Not all countries have been success sto- 
ries for Nike. In the 1980s, the firm pulled 
out of the Philippines and Malaysia, as well 
as Britain and Ireland, when these opera- 
tions failed to come up to scratch. 

Here is how Nike works. At the com- 
pany's headquarters in Beaverton, Oregon, 
designers collaborate with the marketing 
people to come up with the shape and feel 
of next season's snazzy athletics shoe. 
There are 1,000 models of shoe in Nike's 
product range and over 100 new types are 
introduced each year. 

The blueprints are then relayed by sat- 
ellite to their contractors' CAD/CAM (com- 
puter-aided | design /computer-aided 
manufacturing) systems in Taiwan, where 
the plans are turned into prototype shoes 
that can be run off a production line. In 
South Korea, the companies receive the 
plans by fax. Engineers in both countries 
work out how to manufacture shoes 
dreamed up in the US. The shoes can then 
be produced at the contractors' factories 
around the region. 

In the fiscal year to 31 May 1988, Nike 
bought 68% of its shoes from South Korea 
but only 42% in 1991-92. China, Indonesia 
and Thailand produced 44% of Nike's 
shoes last fiscal year, against less than 10% 
in 1987-88. Almost half of Nike's shoes are 
made by just six companies, three from 
South Korea and three from Taiwan. Four 
of them have been working with Nike for 
at least 16 years. 

"People ask why we have an exclusive" 
manufacturing agreement with Nike, says 
Peter Nickerson, managing director of a 
Feng Tay affiliate based in Hongkong. “It's 
because they keep us full in bad times as 
well as good ones." For Nike's part, it 
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avoids becoming overdependent on one 
contractor or one country by spreading the 
risk among the suppliers and their facto- 
ries. And it leaves the responsibility for set- 
ting the pay and conditions for factory 
workers to the contractors. 

Out of Nike's 7,800 employees, only 610 
work at the contractors' sites in Asia. They 
are primarily involved in ensuring facto- 
ries produce shoes of the right quality and 
meet their delivery schedules. Some 75,000 
Asian contract workers are making Nike 
products, four fifths of them producing 
shoes, the rest apparel. 

Nike's obsession with cost, quality and 
speed of production has enabled it to beat 
the competition. In 1991-92, its sales to- 
talled US$3.4 billion, 13% higher than the 
previous year. Three quarters of turnover 
came from shoes. Net profits totalled 
US$329 million, 15% up on the previous 
year. The firm aims to reach a turnover of 


(Left scale) 
B Net profit 
(Right scale) 








US$6 billion by 1995-96. 

Although other shoe firms make simi- 
lar use of contract labour, none are as so- 
phisticated as Nike. Its closest rival, 
Reebok, went through a third-party agent 
for much of its production until a few years 
ago, and so had less control over quality. 
Reebok made a net profit of US$235 mil- 
lion on turnover of US$2.7 billion in 1991. 
L.A. Gear threatened to catch up with Nike 
and Reebok in the late 1980s, but fell back 
when it ran it into difficulties with its main 
South Korean supplier. 

Nike has long insisted on higher stand- 
ards to ensure its shoes last longer. They 
"upgraded the industry," says Kil Ok 
Kyoon, the president of South Korea's Bu 
Yueng Chemical, a long-time supplier. 
"They had higher specifications [than their 
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competitors |." 


Nike can also shift production quic - 
in response to protectionist threats. It had 


prepared for the possibility of the US Gov- 
ernment's carrying out its threat to impose 


punitive tariffs on imports of Chinese 


products — athletic footwear among them 


— if China had failed to reach an agree- 3 


ment over American demands to open up 
its markets by 10 October. Some US$500 
million worth of merchandise a year would 
have been threatened. 


In the event, a last-minute deal was con- 


cluded between Washington and Peking. 


But if there had been no deal, Nike would 


have diverted most of its Chinese output 
to the European market. Whatever was still 
exported to the US would have been hit 
with the punitive tariffs — and Nike and 


its suppliers had agreed to share equally — 


the effect on their profits. 


The remarkable thing about Nike's — 
Asian operations is that they were fore- 


shadowed in a paper Knight wrote for an 
MBA course at California's Stanford Univer- 


sity in 1961. He had admired the way Japa- — i 


nese cameras were undercutting German 


models on world markets. And with his — 


background as a collegiate runner, Knight 
thought he could perform a similar feat 
with athletic shoes. At the time, two Ger- 
man brands, Adidas and Puma, were the 
world leaders. 

On a trip to Japan after graduation from 
business school, Knight bluffed his way 
into the president's office at Onitsuka 


Sports, a leading athletic-shoe maker, in — 


Kobe. He persuaded the company to agree 
to give him the US distributorship for its 
athletic shoes. Within a few vears, Knight 


was pushing Onitsuka to make design im- — | 


provements that would enhance the shoes' 
appeal in the US. 

The relationship with Onitsuka was 
severed in the early 1970s, but Nike's ties 
with Asia continued. The firm began do- 
ing business with Nissho Iwai in 1971 and 
since then the trading firm has financed 
virtually all of Nike's purchases from its 
Asian contractors. The Japanese company 
owns a special class of redeemable pre- 
ferred Nike stock which gives it the right 
to vote on major corporate decisions, such 
as the sale or merger of the company. 

Nike's unrelenting search for cheap, dis- 
ciplined workers continues. Now, Vietnam 
looks like the next country on the list. Two 
major Taiwanese suppliers, Feng Tay and 
ADI Corp., are interested in starting pro- 
duction in Vietnam if and when the US 
trade embargo of its old adversary is lifted. 

The search for new factory sites will not 
end there. Countries further afield — India 
and Mexico among them — could be in- 
cluded eventually, helping Nike to stay 
ahead and enabling more countries to 
climb the development ladder. But Asia 
looks like it will remain at the heart of 
Nike's manufacturing operation. EI 
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Borderless economy 


Four top executives talk about trade prospects 


urope's turmoil and Asia's fear of trad- 
E ing blocs were uppermost in the minds 

of businessmen attending a meeting of 
the Geneva-based World Economic Forum in 
Hongkong in October that was devoted to the 
economic relationship between Europe and 
Asia. The REVIEW invited four participants at 
the gathering to discuss current events. 

They were: Teruo Hotta, executive vice- 
chairman of Itochu Corp., Japan's largest trad- 
ing house; Victor Fung, chairman of the Hong- 
kong Trade Development Council; David de 
Pury, co-chairman of the Swedish-Swiss heavy- 
industrial Asea Brown Boveri Group; and Eric 
Bridgen, chief executive of Acer Group, a Bri- 
tish-based worldwide engineering consultancy. 
The REVIEW began by asking them for their 
views of protectionism in the EC. 


de Pury: | very much believe that For- 
tress Europe still is a danger. Every time 
an internal barrier within 
Europe is eliminated, a 
new discrimination arises 
vis-a-vis outside Europe. 
One example is the princi- 
ple of technical specifica- 
tions: if a European pro- 
duct coming from within 
this European zone is ad- 
mitted, say, in Spain, it will 
be admitted everywhere in 
Europe without being 
tested in every single coun- 
try. This principle will not 
apply to non-Europeans. 

Take the rules on gov- 
ernment procurement. In 
order to be treated within 
the EC like an insider you 
need to have at least 50% 
of the value-added produced within the 
region. Otherwise, you are penalised by 3% 
in the price. So these rules matter. 

Hotta: | think that Germany will after 
several years become the regional leader of 
Europe. As for European currencies, these 
will be stabilised in the next few months. 
With regard to an enlarged EC [several 
European countries are currently applying 
to join the group], some Japanese regard it 
as a bloc, but many think there will be free 
trade. 

Bridgen: My business isn't about the 
manufacture of goods, it's about the provi- 
sion of professional services, and as such 
Fortress Europe doesn't really mean very 
much as we are global players. I suspect it 
is merely a matter of timescales before we 
achieve a world in which there are no pro- 
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tective borders which inhibit trade. 

Fung: In Hongkong, we are now begin- 
ning to develop the idea of borderless 
manufacture, whereby we ship materials 
back and forth, developing and manufac- 
turing within many countries to export to 
other markets. That will allow our private 
sector not only to work within Asia, but to 
work in Europe. So, as we get companies 
from Asia doing that and we get Europe's 
firms participating in this borderless- 
manufacturing process, I think that is the 
best way to create a truly multilateral trad- 
ing system. 

Bridgen: Our customers need to benefit 
from companies' global strategies because 
these will provide them with the best and 
cheapest product. But we still need the lo- 
cal dimension because in our business 
most of our customers are either govern- 
ments or are close to governments. So what 





we are trying to do is to develop global 
strategies but to be seen as local every- 
where. 

Fung: Protecting domestic markets is 
becoming harder, because it is getting more 
difficult to define the nationality of manu- 
factured products. What does it really 
mean when we talk of an American auto- 
mobile? Do you militate against Japanese 
car manufacturers in America? 

de Pury: Trade policies are still fashion- 
ed in a world where you produce one thing 
in one country and one thing in another. 

Review: Is the EC becoming a two- 
speed trading zone? 

de Pury: | think that Europe is making 
tremendous progress in becoming a single 
market, if you look at the new rules of the 
European Economic Area [combining the 
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12 members of the EC and the five mem- 
bers of the European Free Trade Areal, 
which should be a reality by 1 January 
1993. But Europe is obviously not a one- 
speed market. You have the Deutschemark 
zone and there are countries which are 
outside this zone. So a multi-speed Europe 
will be a reality for a long time. 

If you had asked me this question six 
months ago, there would have been no 
doubt in my mind that towards the end of 
this decade Europe would have become 
one of the most dynamic markets in the 
world. Today, I am a little bit more cau- 
tious, because I see growing political tur- 
moil in Eastern Europe and monetary tur- 
moil in the EC. 

Bridgen: | think there is a compelling 
inevitability that there will be a monetary 
union and I believe that the clear leader of 
Europe is Germany. 

REVIEW: Is there a danger that European 
companies are going to lose markets in 
Asia to their competitors from Japan and 
North America, because of the upheavals 
in Europe? 

Hotta: | do feel we are getting less ac- 
tive interest from European businessmen 
for the reasons just cited. They may have 
to look closer to home out of necessity and 
I think they are in danger 
of missing the boat here. 
Asian regional multina- 
tionals are growing up, 
Japanese companies are 
continuing to be active, 
and | think other parts of 
the Pacific are focusing on 
this part of the world, 
Mexicans included. 

Bridgen: There is no 
question for my own 
group — Asia is priority 
number one, so it is cer- 
tainly not true that we are 
concentrating too much 
on Europe. It may be true 
for other firms also, that 
because they are focusing 
so much now on Asia they 
are forced, to some extent, to re-order their 
priorities in Europe. 

REVIEW: There are some people in East 
Asia who think that the region should form 
a trading bloc of its own in response to 
what is happening in Europe and North 
America. Is that a good idea? 

Hotta: lt is essential that Asian coun- 
tries do not make a trading bloc. The rea- 
son why Asian countries, including Japan, 
have developed is because of the help they 
received from America. We also depend 
on trade links with Europe. For example, 
our company is now connected to Lasmo 
Oil of Britain in gaining an oil-exploration 
contract in Vietnam. In Sakhalin in the Rus- 
sian Far East, we are trying to gain a simi- 
lar contract working with Exxon of the US. 
And in Japan, we have established a new 
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masses of cash while Hutchison absorbs it. 
Attributable losses at Hutchison 
Telecom (UK) are forecast by broker S. G. 


Warburg to exceed HKS1 billion a year by | 


1995. 

“All the problems are in Hutch," notes 
one observer. “StarTV [a satellite-TV ven- 
ture] is still not proven. Even the port busi- 
ness is cash consuming. They have new 
terminals [in Hongkong] and the terminals 
in Shanghai coming on. Does Cheung 
Kong use its spare cash to buy out 
Hutchison?" 

According to inside sources, the deci- 
sion to close the telecoms units was made 


by Li associates who are more closely al- : 
from its levels of fiscal 1991, when it 


lied with Cheung Kong than with 
Hutchison Whampoa. 

Thus, recent events have not countered 
the image of a company plagued by dis- 
putes that are complicated by personal en- 
mities. “Hutchison is in danger of being 
overwhelmed by internal strife,” says the 
head of research at a major brokerage in 
Hongkong. “Given the leaks, if I was the 
chief executive, I would be wondering 
what was going on in my board. If the 
board can't keep its own counsel, you have 
to wonder about the efficiency of manage- 
ment." 

Moreover, neither of Li's statements 
implied support for Murray, whose tenure 
at Hutchison Whampoa has been the sub- 
ject of market rumour for some time. In a 
17 October interview in the South China 
Morning Post (five days before the 
Hutchison news broke), Murray said Li 
"has not advised me that he wants me to 
leave. On the contrary, he said he hopes | 
will stay on well beyond 1997." 

"]t sounds like Simon Murray's days are 


numbered,” says one Asian-based fund | 


manager who has followed the company 
closely. "Nobody has come to his rescue. 
The fact that he needs to defend himself so 
publicly suggests that he is under fire." 

The questionmarks are likely to linger. 
According to inside sources, the 20 Octo- 
ber meeting — though attended by both Li 
and Murray — was dominated by other 
close associates of Li. One of these was 
Canning Fok, who is Li's right-hand man 
when it comes to deciding long-term strat- 
egy and where to apportion resources. He 
_ is said to have been opposed to the Euro- 
~ pean ventures from the start. 

Li's eldest son, Victor, who is now a 
managing director of Cheung Kong, was a 
more active participant in the discussions 
than his younger brother, Richard, who 
was named an executive director of 
Hutchison Whampoa in August. The 
stockmarket is particularly concerned with 
the career plans of Richard, who now 
heads StarTV but is believed to have wider 
ambitions. 

"The real issue," says the research di- 
rector, "isn't telecoms. It is a power strug- 
gle within the company." " 
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Healthy recovery 


o far, so good. India's IMF-super- 
vised economic restructuring is 
causing relatively little pain: indica- 
tors point to real GDP growth of 
about 3.5% for the fiscal year that started 
on 1 April. This compares with estimated 
2.5% growth in the preceding year. 
Industrial production is recovering 


slammed to a standstill because of drastic 
import curbs and a credit squeeze. It rose 
modestly in the first few months of the new 
fiscal year and is widely tipped to grow by 
about 4% in the year as a whole. But within 
the sector, infrastructure rather than manu- 
facturing remains the strongest. 

The mid-year monsoon started late but 
came good, with farm output expected to 
be up by about 2.1% for the fiscal year, 
according to the National Council of Ap- 


India’s foreign trade 


EE imports E Exports 





plied Economic Research. Growth in the 
preceding year was 0.6%. Services growth 
is forecast to stay healthy, rising to 4.2% 
from 2.7% a year earlier. 

Inflation remains one point of vulner- 
ability, despite this year's good harvests. 
Wholesale-price inflation, which had fallen 
to 7.4% by early September from last fiscal 
year's 12.8%, jumped back to 9.3% on 3 
October. 

Monetary growth has also been higher 
than the 11-12% targeted by the govern- 
ment. At mid-September, the broad money 
indicator, M3, was up 18.9% from a year 
earlier. However, the government's call on 
credit from the Reserve Bank of India (the 
central bank) has been moderating. While 
net bank credit provided to the govern- 
ment was up a moderate 10.05% in mid- 
September, compared with a year earlier, 
net credit provided by the central bank 
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alone rose just 2.05%. Meanwhile, commer- 
cial-bank credit to the private sector was 
up 17.4%, showing that savings are start- 
ing to go where they should. 

The government has shifted part of its 
financing to market dealings in treasury 
bills. A strong inflow of foreign capital also 
accounted for about 209; of broad money 
growth. Since a lot of foreign capital went 
straight to government accounts, this 
helped New Delhi reduce its recourse to 
the central bank. 

As a result of its decisions to de-control 
fertiliser prices and allow a 17% price rise 
for petroleum, the government seems 
likely to contain its fiscal deficit within the 
targeted 5% of GDP for the current fiscal 
year — down from 6.5% a year earlier. (In 
the past, however, it has shown a tendency 
to give away hard-won gains under pres- 
sure.) 

The inflation rate will be watched as an 
advance signal on complete convertibility 
of the rupee. Under the current system of 
partial convertibility, 60% of export pro- 
ceeds may be exchanged for rupees at mar- 
ket rates and 40% at an official rate. If the 
increase in inflation peaks soon, an early 
move can be expected. The petroleum- 
price rise was larger than absolutely neces- 
sary, indicating that the government had 
full convertibility in mind. Currently, pe- 
troleum is imported by a government 
agency at the official rate. 

The extra incentives provided by fully 
market-set exchange rates will be an im- 
portant boost for Indian exporters. And just 
in time: the trade gap has re-emerged as a 
point of concern since emergency import 
controls were lifted in March. 

Imports have soared, while exports 
have grown only modestly in dollar terms 
despite last year’s substantial rupee de- 
valuation. Full convertibility implies a fur- 
ther fall in the rupee. It would have to fall 
by about 16% to bring the official rate (cur- 
rently Rs 25.8 to the US dollar) into line 
with market rates. 

The collapse of the former rupee-based 
trade with the Soviet Union has been a 
major cause of the weak export perfor- 
mance. However the fact that there has still 
been overall growth — 4.6% for April-Au- 
gust, compared with the same period last 
year — suggests that this problem will be 
gradually left behind. 

August saw a sharp improvement in the 
trade balance, with the deficit for the month 
dropping to US$180 million. Exports rose 
to US$1.5 billion as imports declined to 
US$1.7 billion. m Hamish McDonald 
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New Asian satellite 


AsiaSat — or Asia Satellite 
Telecommunications — placed 
a US$128 million order with 
GE Astro Space of the US for 
its second broadcasting and 
communications satellite. 
AsiaSat2 should be in orbit by 
late 1994 and will cover an 
area from Tokyo to Australia 
and west to Berlin. AsiaSat is 
owned by Hongkong's 
Hutchison Whampoa, Britain's 
Cable & Wireless and China 
International Trust & 
Investment Corp. 





New communication link. 


Dairy Farm expands 


Dairy Farm International 
Holdings, a unit of Jardine 
Matheson, said on 24 October 
it will buy Cold Storage 
Holdings, Singapore's second- 
largest food retailer. It will pay 
5$130 million (US$82 million) 
through its subsidiary, 
Fitzpatrick Holdings. Cold 
Storage has interests in 
supermarkets, convenience 
stores, pharmacies, trading 


and property. 


JAPAN 


Brokerage losses 


Reflecting Tokyo's stockmarket 
malaise, leading securities 
houses posted net losses on 23 
October for the fiscal first-half 
ended 30 September. Of the 
Big Four brokers, only Daiwa 
posted gains. Second-tier 
brokers all suffered losses, too. 
The results would have been 
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obliged to mark their 
portfolios to market. 


NORTH KOREA 
Investment law 


Pyongyang unveiled foreign- 
investment laws on 20 
October, mostly aimed at 
luring hi-tech industries. An 
initial three-year tax holiday 
will be followed by reduced 
taxes for two years. Tariffs will 
be waived on inputs imported 
into proposed special 
economic zones. South Korean 
firms will be allowed to enter 
joint ventures, but no foreign 
firms may directly employ 
North Koreans. 


NIJHOF QdYHWH3O 


VIETNAM 
Power project 


The country's most important 
infrastructure project, a 1,500- 
kilometre power line, is in 
financial difficulty, communist 
party daily Nhan Dan 
reported. Treasury-bond sales 
between mid-July and mid- 
October raised only Dong 169 
billion (US$15 million), less 
than one third of the target. 
The 500-kilovolt line, likely to 
cost US$300-600 million, will 
carry electricity from the north 
of the country to power- 
starved Ho Chi Minh City. 


Indonesian oil deal 


Indonesia’s Astra Petronusa 
signed a 25-year production- 
sharing contract on 22 
October to explore for oil and 
gas off Vietnam's southern 
coast. The 3,200-square 
kilometre block is near the 
Dai Hung (Great Bear) field, 
which has the largest known 
reserves on Vietnam's 
continental shelf. 


CHINA 

Refinery plan 

Japan's six largest trading 
firms said they plan to build a 
US$ billion oil refinery and 


petrochemical complex in 
China's northern Liaoning 





North Korea wants to attract hi-tech industries. 


province. Plans include a 
refinery with annual capacity 
of 2 million tonnes, a 450,000- 
tonne ethylene plant and a 
synthetic resin plant, with 
production to begin by 2000. 
The consortium, led by 
Mitsubishi and Itochu, will 
team up with Liaoning's 
provincial government and 
several Chinese state entities. 


UNITED STATES 


Dumping duties 


Washington said on 20 
October it will levy duties of 
19.5-27.7% on Taiwanese 
standard pipe steel and 4.9- 
11.69; on South Korean pipe in 
response to trade suits filed in 
September 1991 by 11 US steel 
producers. Meanwhile, South 
Korean makers of Dram 
computer chips face duties as 


a result of a preliminary 


Indicators 
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Commerce Department ruling. 
The duties would be 87.4% 

for Samsung Electronics, 
52.41% for Goldstar and 5.99% 
for Hyundai Electronics. A 
final ruling is expected by 
March. 


PHILIPPINES 
Gokongwei listing 


J. G. Summit Holdings, a new 
holding company of property 
and manufacturing magnate 
John Gokongwei, said it will 
list on the stockmarket in 
November. The flotation could 
raise up to P5 billion (US$200 
million), which would make it 
the biggest in Philippine 
history. 


Bond sale delayed 


Manila postponed a US$100- 
150 million bond issue, its first 
since 1983, until next year. 
Finance Secretary Ramon del 
Rosario said underwriter J. P. 
Morgan recommended the 
delay. 


INDIA 
USS9 billion credit 


IMF officials visited New Delhi 
to discuss a US$9 billion loan 
programme to support India's 
economic restructuring. The 
facility would incorporate 
nearly US$1 billion 
outstanding from the US$2.2 
billion credit provided last 
year to mitigate India's 
external payments crisis. 
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LETTERS TO THE 


am 


. Nafta will open markets 
Your article Not-so-fine print [24 Sept.] 
jumps to the conclusion that the North 
American Free-Trade Agreement (Nafta) 
(signed by Canada, the US and Mexico last 
August) is an exclusionary trade bloc. 
.As I have pointed out during a recent 
g trip to Asia, there are a number of reasons 
why Nafta will be trade enhancing and 
beneficial to countries outside North 
America. 
... Nafta, like the US-Canada Free Trade 
Agreement before it, will be an integral 
part of the Gatt-based multilateral trade 
system and will be fully consistent with 
. Gatt requirements. Indeed, many of its pro- 
visions are taken directly from the Gatt and 
the Dunkel draft text of last December. It 
will be our intention to have the agree- 
ment, once it has been ratified in all three 
countries, submitted to Gatt promptly. 
Nafta will lend important impetus to 
further market opening and more effective 
trade rules globally in the Uruguay Round. 
Canada has been a leading proponent of 
the global free trade proposals on the table 
in Geneva. Clearly, the more trade barriers 
that are reduced, or eliminated, on a global 
basis, the less concern we all should have 


Possibly The Only Park 
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Because it is conveniently located in the heart of Tsim 
Sha Tsui, Kowloon’s premier shopping district. Its 430 air- 
adding comfort to your living: mini-bar, colour television, 
and fittings. 

Snack in the Coffee Shop as you please. French wines 
or German beer coupled the live music in the Marigold Bar 
for the evening. 24 hours room service 
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about preferential trade arrangements. 
Your article discusses how the rules of 
origin would be applied to products mov- 
ing between the three North American 
markets. Clearly any trade agreement must 
set rules of origin establishing whether a 
product qualifies for preferred tariff rates. 
But applying the Nafta rules is not exces- 
sively complicated. In fact, in a large 
number of cases, North American content 
is established simply by transforming a 
good from one tariff category to another. 
In any event, all North American-based 
firms, whether foreign or domestically 
owned, are obliged to apply the same rules 
in determining their eligibility for prefer- 
ential duties within Nafta. This is neither 
onerous nor discriminatory. In addition, 
the new rules are more precise and less 
open to the type of misunderstandings 
which have hindered market access for 
some Asian-owned operations in Canada. 
We have concluded àn open trade 
creating agreement where there are signifi- 
cant opportunities to be seized by Asian 
traders and investors. I believe a balanced 
assessment of Nafta will show this to be 


the case MICHAEL H. WILSON 
Ottawa Minister of Industry and Trade 
Freer in the South 


Aidan Foster-Carter's letter on the North 
Korean defectors article [Southern com- 
fort, 6 Aug.], shows a lack of understand- 
ing of the true situation on the Korean pe- 
ninsula. 

Having relatives in North Korea is not a 
cause for persecution in South Korea. If this 
were true, as referred to in the letter, a very 
large portion of the South's population, in- 
cluding many prominent figures, would be 
"suffering" under this persecution. This in 
no way can be the impetus for the South- 
North defectors. 

Furthermore, comparing the inter-Ko- 
rean situation with the situation in pre- 
reunified Germany is impossible. A con- 
trast is more appropriate. The German bor- 
der was relatively open, compared with the 
tightly sealed one between South and 
North Korea where neither letters nor tel- 
ephone wires pass 

Life in North Korea is many times more 
controlled and monitored than was in East 
Germany. 

In South Korea, travel is unlimited ex- 
cept across the DMZ. However, hundreds 
of thousands of South Korean tourists go 
abroad yearly and could choose to go north 
through a North Korean diplomatic mis- 
sion. A baffling few do choose to defect 
this way. 

To ignore these facts and attribute the 
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situation to "the hold both governments" 
have on their populace is illogical and 
smacks of ethnocentrism. 


Chinhae, South Korea SOONG-BUM AHN 


Blind ‘progress’ is no help 

As a development agency operating in 
Southeast Asia, we disagree with your cor- 
respondents' simplistic assertion [Combat- 
ing poverty, 24 Sept.] that “rapid industri- 
alisation is the only answer" to rural pov- 


erty. 

Surely the “poverty and urban squalor” 
that awaits rural people arriving in Manila 
or Bangkok looking for unskilled factory 
jobs is not a solution but merely another 
problem. 

Rural poverty is not just about low com- 
modity prices, as your correspondents sug- 
gest — farmers in the West suffer from 
these, too. Rather, it is the cumulative re- 
sult of things like unjust land distribution, 
and lack of access to affordable credit, 
health services and education, particularly 
for women. 

rth adherence to the Western model 

“progress” via industrial development 
wi not solve these problems. Rural pov- 
erty will only be solved by tackling the so- 
cial inequalities that underlie it and by tak- 
ing a broad approach to national develop- 
ment that ensures the benefits of economic 


growth also reach the rural poor. 
MIKE CROOKE 
Melbourne Community Aid Abroad 


All trading partners benefit 
In their thoughtful piece on the Sino-US 
market access negotiations [THE 5TH COL- 
UMN, 8 Oct.] Kam S. Wong and Kam C. 
Wong clearly state the importance of the 
Section 301 talks to Hongkong. Yet, while 
noting that it is in China's interest to liber- - 
alise its trade policies, they repeat the old 
and unsupported argument that the talks 
came about because of US economic diffi- 
culties rather than because of very real 
problems with China's trading practices. 

Now that the talks have ended success- 
fully, it is clear that the agreement will 
benefit not only the US but all of China's 
trading partners, and especially Hongkong. 
It also benefits China by bringing its trade 
regime more closely in line with interna- 
tional practices and thus strengthening its 
case for Gatt membership. 

Perhaps the US decision to initiate talks 
with China on market access issues wasn't 


such a bad idea after all? 
VALLERIE STEENSON 
Press Spokesman 
Hongkong US Consulate-General 
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Taiwan's a with China While 
-the government remains committed 
.. to a policy of eventual unification 


Le with Peking, liberal advocates of a 


.. One China, One Taiwan policy 


~~ stressing dual recognition and joint p 
us membership « of the UN are expected to ` 


- do well in the polls. Taipei bureau chief. 
. Julian Baum explains how the result | 


.. could affect the delicate balance of | 


- power between President Lee and de 
-.. cabinet, where politicians from the 
* E: mainland still i dominate 16 Gum 
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— us Elections : Clinton Wins a 
o Bill Clinton's resounding win. in the Us 
ME presidential. elections leaves Asian — 


| governments analysing some conflicting : 
. signals about his foreign policy - | 
(o. priorities, including | his v views on trade 
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Lord of Hosts 

When Prince Norodom Sihanouk called 
for an urgent meeting of the Cambodian 
factions to be held in Peking on 7-8 
November under the auspices of the 
Paris International Conference on 
Cambodia and the French and 
Indonesian foreign ministers, he 
neglected to consult the Chinese 
Government. An irked Peking said “no,” 
and relegated the meeting to a private 
event in Sihanouk's palace. While 
Sihanouk was said to be "flabbergasted" 
at Peking's refusal to officially host the 
meeting, the Chinese were angered that 
such a high-level meeting was due to be 
held in their Capital without their being 
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p: Hongkong : ‘Letters Opened - Po > eH 

-The Hongkong Government's decision’ : 
to reveal the contents of letters between 
‘London and Peking over the colony's 


future fails to defuse China’s anger 


"towards Governor Patten. 13. 


South Korea : One Less Kim 


-Kim Woo Choong, head of the country’ s 


fourth-largest business group, turns 
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The pedants are back in town (13) 


formally consulted. As a result the two 
foreign ministers are unlikely to get a 
reception dictated by normal protocol. 


Qualitative Judgment 


Several American money market funds 
have taken debentures issued by 
Japanese banks off their lists of 
approved investments because of 
concerns over credit quality. This is 
apparently the first time that certificates 
of deposit and commercial paper issued 
by Japanese institutions have been 
shunned in such a manner. Previously, 
only US and European banks had been 
affected. 


Portuguese Men-of-War 


The arrival in Rangoon of at least one 
shipment of arms and ammunition from 
Portugal has seriously embarrassed the 


Lisbon government. Portugal, which is _ 


Lyric: 
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_ Prime Minister Goh says there a are e too. 
is many lawyers i in Singapore : 26 


] Defence : China-Russia - 


The deepening Sino-Russian military 


relationship based on weapons sales and 

. military technology cooperation may . 
pose new worries for regional stabilis. 
and He Us 28 
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bound by an EC arms embargo against 
Burma, has so far failed to explain how 
what appears to have been a large 
consignment of weapons reached 
Rangoon. The shipment, or shipments, 
are said to have included an unknown 
number of 60 mm and 81 mm mortar 
tubes and at least 20,000 mortar bombs 
and artillery shells from the Portuguese 
arms manufacturer Industrias Nacionias 
de Defensa EP. 


Small World 


Ho Chi Minh City residents are puzzled 
by the sudden appearance on the market 
of Chinese-made, golf-ball size 
educational globes which portray 
Vietnam's northern provinces as being 
part of China. Peking and Hanoi 
formally normalised their relations a 
year ago, but tensions continue between 


the world's two largest remaining 
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Chr | ttn and a traitor 34 


ee 


qm an had policy move, Peking 
is set to triple the price of oil. The 
decision to slash energy subsidies will 
put loss-making enterprises under 
further pressure 52 





India : Energy 


Oil, gas and coal are being thrown open 


to p foreign competition as India. 





communist states — mainly because of 
‘their ill-defined land border and 
competing territorial claims in the South 
‘China Sea and the Gulf of Tonkin. 


Arms Trail 

An increased flow of weapons into 
Thailand from Cambodia since the Paris 
peace process has attracted a wide 
variety of blackmarket arms dealers 
from across Asia. Thai intelligence 
sources say some of the weapons — 
including surface-to-air missiles —- have 
gone to the notorious drug warlord 
Khun Sa’s army in Burma's northeastern 
Shan state, and to Karen rebels fighting 
Burmese troops further to the south. 
Arms are also thought to have been 
filtered through to Muslim rebels on 
Burma’s western border with 
Bangladesh. Other destinations are said 
to include insurgent groups in the 
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A new agency that will purchase banks | 
bad debts marks the first small step to 
reviving the industry 67 


: Pakistan : : Policies 


criticism of the process may become | 
sharper with the decision to float four 
big utilities 68 


Philippines, Sri Lanka and Sikh 
separatists in India. 


Montezuma's Revenge 


South Korea's two largest electronics 
makers are weighing the possibility of 
investing US$50-150 million to build a 
jointly owned colour television tube 
plant in Mexico. The investment would 
allow Samsung Electronics and Goldstar 
to satisfy local content rules and 
therefore be able to export freely to the 
US under the North American Free 
Trade Agreement (Nafta). The two 
companies also are likely to shut their 
US assembly operations — in New 
Jersey and Alabama, respectively — 
and move all assembly to Mexico, 
where they already have television 
plants. In another sign of the impact of 
Nafta, a team from Samsung — South 


. Korea's largest conglomerate — is 





dh Bpass to India 38 
ae Royalty to Rangoon 38 
a Briefing 

-= Regional 14 

. Business 71 


i VAS Economic Monitor : South Korea § ss 
-. Editorial 3 


The Sth Column 
—. China's power structure: checks and. 
| balances 23 LET 


Traveller's Tales 32 


HENE gun do ER ceni atus 


—————!— QE 












: Intelligence 8 
dr Letters to the Editor 6 
: Prices & & Trends 72 


| Research i & Innovation 
d Dingnoste gas 78 


Remarkable progress has been made i in - ` Shrott 


: selling : state-owned companies, but _ India; Singapore 7 74 


Stockmarkets 73 


currently in the Mexican state of 
Aguascalientes to look for a site to 
produce refrigerators and other 
household goods. 


Troublesome Priest 
Hanoi, which has been trying in recent 
years to improve relations with the 
Roman Catholic Church, has rejected the 
Vatican's request to allow a leading 
exiled Vietnamese Catholic priest to 
return to Vietnam and fill one of several... 
vacant bishoprics. Monsignor Nguyen 
Van Thuan, a staunch anti-communist 
and nephew of South Vietnam's forme 
president Ngo Dinh Diem, was =. 
appointed coadjutor bishop of Ho. Chi 
Minh City in 1975. He was subsequently 
placed under house arrest by the 
victorious communist authorities and 
held until allowed to leave the country `- 
for the Vatican in the early 1980s. 














Voters in an unusually high turnout put Clinton in the White House. 
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President Clinton 


While Bush's policies towards the region sometimes disappointed Asian 
leaders, Clinton's stronger emphasis on human rights and his push to 
open markets may presage a more anxious relationship. 


By Susumu Awanohara in Washington 


ome January, Asia will face the 

first Democratic US president in 12 

years. Shaking off the incumbent 

Republican President George 
Bush's final assault on his character and 
"tax and spend" economic plan, the Demo- 
cratic candidate, Arkansas Governor Bill 
Clinton, ran away with a convincing man- 
date from the American people. 

As the REVIEW went to press, Clinton 
had clinched 363 of the 538 electoral votes, 
against Bush's 118 in à presidential elec- 
tion with an unusually high turnout. 

Domestic themes dominated the 1992 
presidential campaign, especially Clinton's. 
Reflecting the hard times and the inward- 
looking electorate, foreign policy — usu- 


10 


ally a minor issue in presidential races — 
was even less on the voters’ minds in 1992. 

Nevertheless, Clinton has enunciated an 
activist foreign policy, though conflicting 
signals emanating from it have baffled 
Washington’s Asia hands — including dip- 
lomats from the region and local Asia ex- 
perts. 

Lehman Brothers’ Richard Holbrook, an 
informal Clinton adviser insists: “Clinton 
is better [than Bush] for Asia because he 
would revive the US economy and remove 
the greatest cause of friction between Asia 
and the US.” 

The Asia hands are not convinced, how- 
ever. From what Clinton and his many ad- 
visers have said, it is difficult to tell 
whether he will be a free trader, a trade 
hawk or a pure protectionist, or whether 
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he will be pragmatic or dogmatic in pro- 
moting democracy in Asia, which he prom- 
ises to do. Nor is it certain whether Clinton 
will honour existing security commitments 
in Asia centred on forward-deployed US 
troops using foreign bases, or opt for more 
mobile forces based in the US. 

Senior Asian diplomats in Washington 
privately expressed a contradictory wish in 
the weeks leading up the election. They 
wanted the incumbent Bush to win and 
continue his familiar, if sometimes dissatis- 
fying, Asia policies. 

But if Clinton were to win, they 
wanted him to defeat Bush decisively so 
he would be able to hold his own against 
the protectionists, the human-rights ideal- 
ists as well as the doves and isolationists 
among his supporters and Democratic 
legislators. “We're all assuming here that 
Clinton is a moderate and an interna- 
tionalist,” was how one Asian diplomat 
put it. 

Even if that assumption is correct, some 
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are worried that with little foreign policy 
experience and a tendency to want to 
please all, Clinton may become immobilis- 
ed by divided counsel. "There could be 
pitched battles among his chief aides and 
the broad coalition he has held together 
could unravel," a prominent China scholar 
said. 

Campaigning in Georgia just one week 
before election day, Clinton momentarily 
eased his attack on Bush and wistfully 
spoke of the future, with himself in the 
White House. "After the election, there will 
be no charges to answer, nobody to make 
fun of, only the American people, their 
problems and their promise out there," 
Clinton said. ^And the issue is what are 
we going to do to move our country for- 
ward and lift our country up." 

What was he proposing to do? Clinton's 
top priorities were promoting private- 
sector-led economic growth, introducing 
government-business partnership, invest- 
ing in infrastructure and research, 
extending health care while control- 
ling its costs and bolstering educa- 
tion and job retraining. A passing 
remark about the need to keep a 
strong military was the only direct 
reference to the outside world. 

Few were surprised that Clinton 
downplayed foreign policy, which is 
not a great vote getter and is one 
area where Bush was considered to 
excel. But as the president of an in- 
fluential think-tank pointed out: 
“Clinton needed to convince the vot- 
ers that he was tough enough to be 
commander-in-chief and was in the 
foreign policy mainstream," particu- 
larly given his opposition to the 
Vietnam War and allegations that he 
had dodged the draft. 

A heralded Clinton speech on 
Asia — his 
dubbed it — was never crafted. In- 
deed, the only area-specific foreign policy 
speech Clinton ever made was on the Mid- 
dle East, in which he more or less sup- 
ported Bush's line. 

But Clinton is not without a foreign 
policy agenda. In a nutshell, he believes 
that the US must continue to lead the 
world — "a world we have done so much 
to make." And to provide that leadership, 
Clinton has said the US must re-establish 
its international economic leadership, fos- 
ter the spread of democracy in other coun- 
tries and restructure the military to meet 
new security challenges. 

Michael Mandelbaum, one of Clinton's 
key foreign policy advisers, said the new 
president chose to put "the emphasis on 
economics and on domestic problems in 
[his] campaign . . . not [as] an evasion of 
international responsibilities, [but as] . 
the necessary condition for the US to meet 
its international responsibilities." 

Re-establishing economic leadership is 
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mainly a domestic effort, though it clearly 
has international dimensions — notably 
trade. Clinton has said he is for free trade 
and has expressed qualified support for the 
just-concluded North American Free Trade 
Agreement among the US, Canada and 
Mexico and for the stalled Gatt talks. “Be- 
lieve me, Bill Clinton is a free trader and 
he's going to turn the Democratic Party 
into free traders," Mark Ginsberg, a senior 
Clinton spokesman, said. 

But Clinton and some of his supporters 
also have less liberal impulses. For exam- 
ple, Clinton is calling for the restoration of 
a stiffened ‘Super 301' trade provision — a 
lapsed weapon to punish alleged unfair 
traders — and tighter rules to limit the free- 
dom of US trade negotiators moving on to 
other jobs. 

Clinton wants a civilian technology 
agency to develop cutting-edge technolo- 
gies and more generally, tax incentives for 
manufacturing innovation. Foreign inves- 





“Asia Doctrine" as some . Bush's final ‘tax and spend’ attack fails. 


tors in the US have already asked whether 
they would receive national treatment 
under such policies. Countries seeking US 
investment are also worried about Clin- 
ton's seeming hostility toward outbound 
investment, citing his opposition to incen- 
tives Washington has given to US compa- 
nies relocating jobs to the Caribbean. 

However, the most problematic eco- 
nomic issue for non-American investors is 
Clinton's plan to raise US$45 billion in ad- 
ditional taxes in 1993-96 from foreign com- 
panies operating in the US to help finance 
his domestic programmes. Tax evasion 
through transfer pricing by foreign — and 
domestic — multinationals has become an 
explosive issue in Washington, but even a 
Congressional bill calling for tougher tax 
enforcement sees an extra revenue from 
foreigners of only USSI.5 billion over a 
five-year period. 

Divided counsel and confusing signals 
are increasingly evident on the subject of 
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promoting democracy and human rights. 
Clinton has said he is “in the mainstream, 
pro-democracy tradition of American for- 
eign policy” and excoriated Bush for "[cod- 
dling] tyrants from Baghdad to Peking.” 

He agrees with Congressional Demo- 
crats that Bush should link China’s most 
favoured nation (MFN) trading status to its 
human rights observance, good trade be- 
haviour and restraint in weapons exports. 
Clinton has also called for the establish- 
ment of a “Radio Free Asia” and a “De- 
mocracy Corps,” similar in structure to the 
Peace Corps, to promote democracy in 
Asia and elsewhere. 

But while maintaining this idealistic 
stance, Clinton diluted his message on 
democracy, delivered in October, with 
numerous pragmatic caveats and qualifi- 
ers. While condemning China as before, 
Clinton said: “I do not want to isolate 
China. There is much to admire in the 
phenomenal progress that has been made 
there ...” 

The US is made special by “the 
powerful appeal of our democratic 
values and our enduring political 
institutions,” Clinton went on. But 
he added: “That does not mean that 
we can force every ideal . . . on other 
people. Our actions must be tem- 
pered with prudence and common 
sense.” He then listed situations un- 
der which the US may have to re- 
strain itself: when “countries and 
cultures are many steps away from 
democratic institutions,” when 
"[US] security needs or economic 
interests . . . diverge from our com- 
mitment to democracy and human 
rights," and when "we cannot sup- 
port every group's hopes for self de- 
termination." 

In the area of national security, 
Clinton, unlike many recent Demo- 
cratic presidential candidates, has 
taken a strong pro-defence position. While 
Clinton advocated a somewhat more rapid 
reduction of the US military presence in 
Europe than Bush had, he stressed his pre- 
paredness to use force. 

Clinton has spoken of new US armed 
forces ^with fewer people . . . but with 
greater mobility . . . [and] a real dedication 
to continuing development of high-tech- 
nology weaponry." He also said he would 
use force "multilaterally if possible, unilat- 
erally if necessary" — an indication to 
some observers that he is more inclined 
than recent US leaders to work with multi- 
lateral institutions on security issues. In- 
deed, Clinton has suggested establishing “a 
UN rapid deployment force." 

Asians will be waiting for the real Bill 
Clinton to reveal himself, though Johns 
Hopkins University's Evelyn Colbert is 
convinced that “non-Japan and non-China 
Asia will not get much attention from the 
new administration." a 
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O 


es at risk 


Sanctions threaten Thai-Khmer Rouge trade 


————————————  — 


runch time may be fast approaching 

for Thais and Khmer Rouge gueril- 

las engaged in lucrative cross-border 
trading. After the final Thai-Japanese at- 
tempt to persuade the Khmer Rouge to 
comply with a UN peace plan failed on 29 
October, it appeared that the UN Security 
Council would have to implement its 
threat of economic sanctions against the 
Marxist Cambodian faction. 

Sanctions would primarily mean cut- 
ting off the Khmer Rouge's trade in timber 
and gems with Thai companies. With such 
sanctions looming larger by the day — the 
Security Council in early October gave the 
faction a 15 November deadline — Thai 
traders and their political supporters are 
moving just as fast to try to offset the eco- 
nomic dislocation that sanctions would 
bring. 

At stake is a multimillion-dollar trade 
involving dozens of Thai companies. It is 
estimated the Khmer Rouge, the most in- 
transigent of the four Cambodian factions 
involved in the peace plan, earns more 
than US$1 million a month from the gem 
trade alone. 














Sanctions would become inevitable if 
further talks, scheduled for early Novem- 
ber in Peking between the Cambodian fac- 
tions and the French and Indonesian for- 
eign ministers, fail. 

In addition to banning the border trade, 
the sanctions could also mean a freeze on 
the millions of dollars the Khmer Rouge 
has hidden away in various banks, particu- 
larly in Bangkok. And it could also stop a 
little-publicised arrangement whereby 
Phnom Penh government agents buy logs 
from the Khmer Rouge, which controls the 
most richly forested areas of Cambodia, 
particularly in the north of the country. 

The Khmer Rouge trade with the Thais 
involves logging all along the Thai-Cam- 
bodian border. Thai loggers pay fees of 
about Baht 5,000 (US$197) per cubic metre 
of timber to both the faction and to Thai 
agents to extract logs through 17 official 
Thai border posts. Khmer Rouge military 
leader Ta Mok controls logging in the 
northern Cambodian border area, scene of 
most of the timber trade. Former Khmer 
Rouge foreign minister leng Sary super- 
vises the central border logging areas and 
supreme faction leader Pol Pot oversees the 
southern part of the border, where gem 








mining provides much of the faction's in- 
come. 

Thai Foreign Minister Prasong Soonsiri 
told foreign correspondents on 26 October 
that the Thai Government would abide by 
any sanctions ordered by the UN — at the 
same time hinting that they would be diffi- 
cult to implement and police along the po- 
rous Thai-Cambodian border. 

Even if the plan worked, "the Khmer 
Rouge can stay inside and fight for 10 
years," he warned. Prasong was referring 
to the substantial arms caches — and pre- 
sumably money from the cross-border 
trade — that would enable the faction to 
revert to a guerilla force despite the loss of 
its supply lines from China, its erstwhile 
main ally. 

Thai National Security Council secre- 
tary-general, Gen. Charan Kullavanijaya, 
told the REVIEW in August that a number 
of Thai companies were mining for gems 
in Khmer Rouge-controlled areas, mainly 
around the southwestern Cambodian town 
of Pailin. He estimated that these compa- 
nies made Baht 20 million a month. There 
were also six logging companies extracting 
timber worth Baht 10 million a month. 

Thai MP Thanit Traivut of the leading 
opposition Chart Pattana party has since 
taken up the cudgels on behalf of Thais 
trading with the Khmer Rouge. Thanit is 
the MP for Trat, the southeastern Thai 
province bordering on the Khmer Rouge's 
main base area around Pailin, and also a 
member of the House Committee on For- 
eign Affairs. He has been a longstanding 
trader with Cambodia, operating mainly 














Ruby trading on Thai border. 


through the southwestern Cambodian port 
of Koh Kong — the point of entry for duty- 
free commodities offloaded by freighters 
mainly from Singapore, Taiwan and Japan. 

Thanit told the REVIEW he was trying to 
persuade his fellow committee members to 
put pressure on the Foreign Ministry to 
postpone any UN-imposed sanctions for a 
year in order to give Thai companies time 
to withdraw their equipment from Cam- 
bodia. He is also hoping to arrange for the 
committee to visit Pailin to see the extent 


part of Vietnam's plan to annex Cambo- 
dia. “There is no peace now, it is the same 
as before the [signing of] the Paris agree- 
ments," Pr peers i said. 
cellae ae agree with the Khmer 
Rouge that the SNC is without any real 
er. But the accords were never in- 
tended to make the SNC a powerful body. 
The council was designed to represent 
Cambodia's sovereignty and advise 
Untac on how to manage the transition 
to a elected government. However, by 
calling for a strong SNC, the Khmer Rouge 
is trying to renegotiate the peace accords. 
Its demand amounts to the creation of a 
de facto four-party coalition, an issue that 
led to the collapse of the 1989 Paris con- 
ference on Cambodia. 

Many Untac officials and diplomats 
contend the Khmer Rouge's hardline po- 
sition is designed to undermine its rivals 
in a long-term strategy that looks beyond 
the election period and is aimed ulti- 

mately at a unilateral seizure of 
They said the Khmer Rouge sees cur- 
rent disarray and delay as boosting its 
ability to gain territory and support. 
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of Thai involvement in gem mining and 
trade in the area. 

He estimated that 57 Thai companies, 
involving 100,000 Thai nationals, are oper- 
ating in the Pailin area. "This is an urgent 
problem now. If sanctions go ahead, the 
Thai traders will lose everything,” he said. 

Thanit estimated that Thai loggers and 
gem miners have invested Baht 10 billion 
in equipment for their operations in the 
Pailin border area. There were 1,000 Thai 
gem-digging machines in the area, each 
costing Baht 3 million, which the Thai com- 
panies — mostly from Trat and nearby 
provinces — would be forced to abandon 
if mining operations were stopped. 

Thanit said the Khmer Rouge sold land 
to the Thai gem companies, albeit without 
documentation, but insisting on taking 405; 
of their turnover. The Thai companies had 
to pay the Khmer Rouge Baht 2 million 2 
rai (1,600 square metres) of mining land. ' 
estimate that the Khmer Rouge are aec 
Baht 100 million a month from the gem- 
mining trade alone," he said. Most of the 
gems mined in Pailin are taken across the 


border to the Thai town of Bo Rai, where . 


they are bought by Thai jewellery whole- 
salers from Bangkok. 

Thanit and his fellow house committee 
members have invited Prasong, Interior 
Minister Chavalit Yongchaiyut and Defen- 
ce Minister Vichit Sukmark to a meeting 
on the issue, before going on their propos- 
ed trip to Pailin. Vichit has been included 
because most of the gem trade, according 
to Thanit, is controlled by Thai military of- 
ficers based in the border area. = 


But elections without the Khmer 


Rouge are not in the accords either. “If 


there are elections without the [Khmer 
Rouge], which is not in accordance with 
the Paris ent, this would be a rub- 
ber stamp of the Vietnamese occupation. 
In such a case will there be peace? Cer- 
tainly not,” Khieu Samphan warned. 

Untac officials acknowledge that hold- 
ing elections without the Khmer Rouge 
would be a fundamental departure from 
the Paris agreements. Such an election 
would not include significant areas un- 
der Khmer Rouge control and would ef- 
fectively n the country. Further, 
the Khmer Rouge could, if it chose, dis- 
rupt the election in areas of Cambodia 
nominally under Phnom Penh control but 
where the faction maintains active under- 
ground networks. 

Critics within Untac say the UN is 
afraid of being ived as failing in 
Cambodia, and charge that the world 
body is willing to go ahead with anything 
that may be seen as a success. These 
ics say the peace accord, af te ee 


nally duty israpidly crumbling. m 
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mail 
he release of confidential Sino-Brit- 
| ish diplomatic exchanges on Hong- 
kong's political development has 
failed to resolve a bitter row over Gover- 
nor Chris Patten's proposals to broaden the 
colony's limited democratic process. China 
looks set to continue its public attacks on 
the proposals in a bid to turn legislators 
and public opinion against the reforms. 

The documents were made public on 
28 October by the Hongkong Government 
after Peking claimed it had reached a se- 
cret agreement with London over the de- 
velopment of political institutions in the 
run-up to the colony's handover to China 
in 1997. Most political analysts agreed the 
45 pages of correspondence exchanged be- 
tween senior British and Chinese officials 
in January-February 1990 backed British 
and Hongkong assertions that no binding 
agreement was reached. 

However, the British side did make a 
number of concessions that may have al- 
lowed the Chinese to believe a political, 
rather than legal, understanding had been 
reached. The controversy focused in par- 
ticular on British Foreign Secretary Doug- 
las Hurd's agreement in principle with 
Chinese proposals on the establishment of 
the 1995 Electoral Committee, though 
Hurd had added that "precise details of 
how this should be done can be discussed 
between our two sides in due course." 

A senior British official said the vague- 
ness of the statement was because "the 
only way sometimes to reach a consensus 
is to maximise the scope of interpretation." 

The correspondence also showed that 
Britain did not take into account Hongkong 
proposals on the pace of democratisation, 
in particular a political consensus among 
legislators who called for 30 directly elected 
seats in the Legislative Council by 1997. 
The British instead only pushed for 24. 

But the crux of the dispute is less about 
the technicalities of terms contained in the 
letters than China's anger over Patten 
abandoning the underlying process of po- 
litical convergence on which Sino-British 
negotiations over Hongkong's transition 
have been based since the mid-1980s. 

While Peking's public attacks on Patten 
show few signs of abating, analysts said 
they expect the two sides to eventually 
make concessions and moderate their 
present hardline positions. The first step in 
this process was a meeting of the Sino-Brit- 
ish Joint Liasion Group on 3 November. 
The British again presented Patten's pro- 
posals for discussion, though the C hinese 
declined to respond. m Tai Ming Cheung 
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ASEAN 
Timor compromise 
Foreign ministers of Asean 
and the EC ended their 10th 
meeting on 30 October with 
only broad agreements on 
enhancing trade and 
investment between the two 
regions, and with the 1991 
pact outlining the areas for 
such cooperation remaining 
unchanged. Portugal's initial 
position that reference should 
be made to the East Timor 
issue had threatened to block 
the release of a joint 
communique. Indonesia and 
the other Asean nations 
insisted that this was a 
bilateral matter which should 
not be included in the 
communique. A compromise 
was reached with provisions 
referring only to the two sides' 
commitment to upholding 
human rights. Jakarta and 
Lisbon agreed to discuss the 
East Timor issue on 17 
December under the auspices 
of the UN secretary-general. 


Rabbani gets more time. 


AFGHANISTAN 
Term extended 
Afghanistan's leadership 
council, comprising heads of 
the country's nine main 
mujahideen factions, agreed on 
31 October to extend Interim 
President Burhanuddin 
Rabbani's term to 15 
December. Under the 
Peshawar accord, his term was 
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Indonesian troops in East Timor. 


to have expired on 27 October. 
The extension will give 
Rabbani more time to form a 
240-member consultative 
assembly, provided for under 
the accord, to choose à 
president and to plan for 
general elections. The 
leadership council also decided 
that if the assembly failed to 
convene by 15 December, the 
council itself would choose 
Rabbani's replacement. 


THAILAND 
Aids budget boost 


The Thai Government is to 
increase its anti-Aids budget 
by Baht 200 million (US$8 
million) to a total of Baht 1.07 
billion. A government 
spokesman said on 2 
November the new funds 
would be drawn from a 
controversial, military- 
controlled land resettlement 
programme which the 
government scrapped earlier 
this vear. Official figures put 
the number of Thais suffering 
from the Aids virus as high as 
400,000. 


New curb on army 


In a further move to bring the 
military under civilian control, 
Prime Minister Chuan 
Leekpai's cabinet decided on 3 
November to scrap the 1976 
Internal Peacekeeping Act, 
which gives the military 
virtually unlimited power to 
end internal unrest. At the 
same time the cabinet 
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approved a law requiring the 
armed forces to get 
government approval before 
acting against any 
disturbances. In earlier moves 
to curb the military following 
its bloody suppression of pro- 
democracy protests in May, 
interim prime minister Anand 
Panyrachun had abolished the 
Internal Peacekeeping 
Command — the military 
hierarchy responsible for the 
crackdown — and transferred 
four top generals to inactive 
posts. 





MALAYSIA 


US row over tourists 


The detention of 24 Malaysian 
tourists by US immigration 
officials in Boston on 21 
October has provoked an 
angry response in some 
Malaysian newspapers over 
their alleged mistreatment. US 
officials say they acted to 
prevent ' ‘what we believe to 
have been an organised 
attempt to smuggle a large 
group of individuals illegally 
into the United States." 


HONGKONG 


China expels journalist 


China on 1 November 
expelled Hongkong journalist 
Leung Wai-man after she 
signed a confession saying she 
offered bribes for state secrets. 
Leung was detained in Peking 
on 25 October. Peking's 
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decision to expel Leung, rather 
than put her on trial, was seen 
as a bid to defuse tensions 
generated by the slanging 
match between Peking and 
Hongkong Governor Chris 
'atten over the pace of 
democratisation in the colony. 


INDIA 


Glacier dispute talks 

A delegation of Pakistani 
military officials led by 
Defence Secretary S. S. A. 
Galani held talks in New 
Delhi aimed at containing the 
conflict on the disputed 
Siachen glacier in the 
western Himalayan 
mountains, where Indian and 
Pakistani troops recently 
exchanged fire. The last such 
meeting was in June 1989, and 
the latest talks represent a 
renewed effort to wind down 
a confrontation that has 
proved to be both expensive 
and inconclusive. 





LAOS 


US agency returns 

For the first time in 15 years, 
the US Information Agency 
will open an office in Laos, the 
agency announced on 29 
October. This follows the 
upgrading of US-Laos relations 
last January. The agency's new 
office in Vientiane will, among 
other things, promote Voice of 
America programming and 
conduct academic and cultural 
exchanges. 


Quality of life: Scores 
based on real GDP, life 
expectancy, adult literacy 
and years of schooling 


Japan SSS 
Hongkong BERN 
South Korea Ey 
Singapore BENE 
Malaysia SEAE 
Thailand SESSSESGERN 
Indonesia MEMME 
Pakistan BE 
India BEN "cwn de 


0 2 4 6 8 1 
Source. World Competitiveness Report 








19 NIAYWOCAADCD 10909 


CONDE Awe 












ANTE D CURRENCIES (MGC 
nd specifically designed for the 
wants to diversify his portfolio with a 
urrency fund. 


: objective is to achieve substantial 








ca ix edo by wading an 






















ofa billion US dollars 








mance (1. April 
| to a. compound 
net of all fees, has 
ie of the world’s leading 


E t made a significant con- 
: ; | ye to l 's H-year successful track record; 
| dno 1989 MINT mplemented an expanded currency 
: program | using the Interbank FX markets as a com- 
x ponent. of its existing fully diversified funds. In the 
a last three years of actual trading through July 1992, 
i i MINT's currency program has achieved a compound 
| annual return of 27.9%, thereby outperforming the 
5 range of international stock, bond and futures 
- indices shown below. This is the first offering of 





MINT's currency program as a separate product. 
Past performance is no guarantee of future results. 


EN ————— EI E T EIE dE e nnn ian 












" PAST 5 YEARS 
Sonuroc: Micropat, shaw io lacal currencies 
ar relevant hase. 
htt 


Orr pinétul Anti erara 


.. OFE, NMIK — USOOVTO WORO MAN MINT 
BOSDS BONDS — CTAs CURRENCY 


MGC 2000 kares no. sales charge, can 
ated 1 nonthly* and are US$ denominated. 

| ng period is 19 October — 
^mber 1992. 








‘by Standara NES x 
ie return. of. subscribers’ | 
eld. to maturity (in 


is Mint Investment | 
MINT). MINT has 





So acsearle shes ots ts seca E 


a M c. PROGRAM E 










Eti you would like morë info 
immediately, please contact one of tl 
regional representatives. | 
LONDON: Michael St. Aldwyn .. 
Fax: +44 (71) 626 6458 Tel: +44 (71) 28; 5200 
pamper Arthur Bradly dE 
















fuaranteed 











CUR REN CLES 


















280890 






Yes, F want to know more about MINT 
GUARANTEED CURRENCIES. Please send — 
me information and a prospectus for 
the fund. I realize the offer period is from 

19 October to 16 December 1992. 


| ]Please check this box if you would specifically 





rtrd e HE Freenet mre ENEAN I M Hen HH Henn NS n SE NN Me rim n Meer e S 


ADDRESS 


HIR n e n ee iH tr e TIMES UNS SE YS Rt AAT NACL MIT Y NAT SION RAN ISI ASA TN NH NH Rn uer irr rur ln Peter 


——— ER ERR EE EE EE E ERE 


COUNTRY 


fn emlcctseeeemerph re ruens v bere oor ah 


TEL | 


— M E E PEE RTT EAE 


FAX 


M 

i 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

{ like to be called in connection with this offering. 
| 

| 

i 

| 

| 

| 

i 

| 

| 

ME —— ái 
m FEER 12/ Le: 
"end to: | E 
| -ED&FMANINTERNATIONAL LTD. 

| Sugar Quay, Lower Thames Street, 

p Fondon ECSR 6DU, England. 

L. 


The offer of units will nnt be available to residents of the UK and citizen 

or residents of the USA, E D & F Man International Lud, is regulate 

in the UK by the Securities and Investments Bo; 

“Redemptions are made monthly at Net Asset Vali 
kc i a but may be subject to redemption penalti 

EEUU | Further details are in the prospectus 


MAN INTERNATIONAL |. 





Weve got the whole world in our hands. 


On the one hand you can fly to many parts of the world from Jakarta. On the other ha: 





iu can fly to many parts of the world from Bali. Garuda Indonesia D 


~N 


Proud to welcome you aboard. 





> d a a a 
SURE aes) LS T 
^ "d - JV rt T£ > 

fæ P S2 SA 


CREATING A 1,725 MW POWER FAC 








WITH THIS AS A STARTING POINT 
IS A SIZEABLE RESPONSIBILITY. 


IT BEGAN with a 140-mile 
long pipeline system anchored 
deep beneath the surface of the 
rugged North Sea. It would 
become one of the largest, 
most technologically 
sophisticated facilities of its 
kind in the world. 

The 1,725 MW plant at 
Teesside in England was a 
landmark achievement. And 
Enron Power did it all. We did 
it faster and for less money 
than any competitive 
technology would have 
allowed. And we'll be there, 


WE TOOK IT ON. 


on site, to 
guarantee the 
cleanest, most 
reliable, cost- 
efficient power 
money can buy, 
for years to come. 

Enron brought to 
Teesside what no loosely-knit 
consortium could possibly 
offer: a multitude of talents, 
seamlessly teamed, in one 
powerful package. A single- 
source capability, backed by 
the financial strength of an 
industry major, Enron Corp. 


Now you can have this 
kind of power too. And your 
starting point is considerably 
more accessible than the deep 
reaches of the North Sea. We 
can be reached, anytime, at 
this number Tel: 1-713-646-6100. 
Fax: 1-713-646-6565. 


ENRON 
Power Corp. 


THE POWER TO DO IT ALL. 


BETTER. 








SOUTH KOREA 


Counting the cost 


Daewoo chief opts out of presidential race 





By Shim Jae Hoon in Seoul 
usiness tycoon Kim Woo Choong 
has mesmerised a generation of 
South Koreans by turning his tiny 
textile-exporting company into the coun- 
try's fourth-ranking chaebol conglomerate. 

Considering the Daewoo chief's success 
as a businessman, it was perhaps inevita- 
ble that his countrymen anxiously waited 
to see if he would run for president in the 
mid-December election. If he had thrown 
his hat into the ring, he would have been 
the second business executive to run for 
the nation's top office after Chung Ju Yung, 
the 77-year-old founder of the Hyundai 
business group. 

But after days of heavy speculation, the 
56-year-old Kim declared on 29 October 
that he would stay out of the race. “I am 
going to concentrate on business and on 
the economic development [of South Ko- 
rea],” he told a packed news conference at 
Seoul's Hilton Hotel, one of 22 companies 
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he owns under the Daewoo holding group. 
That decision did not dampen his resolve 
to work for reform of the country’s politi- 
cal institutions and behaviour, he said, im- 
plying he still opposed Kim Young Sam 
and Kim Dae Jung, the two leading presi- 
dential contenders. 

The decision not to run elicited a sigh of 
relief from the ruling Democratic Liberal 
Party (DLP), which feared that the Daewoo 
chairman would siphon off conservative 
voters from DLP candidate Kim Young 
Sam. Conversely, the news disappointed 
Kim Dae Jung, who was hoping for a split 
in the centre-right vote. 

Kim Woo Choong did not explain why 
he was pulling out after days of strong 
hints that he might run. Certainly, one rea- 
son was dissension among his promoters 
in the yet-to-be-launched New Korea Party 
(NKP), which worked hard to draft him as 
its standard bearer. According to Lee Jong 
Chan, a senior NKP promoter, Kim Woo 
Choong would have had to divest his 


stocks and pledge never to return to Dae- 
woo in the event he became a candidate. 

Kim Woo Choong may have regarded 
these conditions as being too stiff, given 
the high degree of uncertainty surround- 
ing the current campaign, analysts said. He 
also could have been deterred by the pros- 
pects of anti-chaebol sentiments among the 
electorate as well as by the presence of an- 
other businessman in the race, Chung of 
the United People’s Party. 

If these reasons sounded plausible, his 
decision to quit at the last minute raised 
fresh questions about the future of the NKP, 
which now appeared essentially leaderless. 

As a result, the field is now consolidat- 
ing more or less in favour of Chung and 
the two Kims, though two other lesser- 
known candidates are also running. As the 
campaign focuses more sharply on Kim 
Young Sam and Kim Dae Jung, the two 
perennial rivals who have competed for 
the presidency since 1971, the chances are 
growing that Chung will tap voter disen- 
chantment with the two Kims. 

Whether NKP promoters will succeed in 
launching a new party will depend on how 
soon they can find a credible presidential 
candidate. If not, the group could face a 
slow slide into political oblivion or risk be- 
ing swallowed up by Chung’s party, which 
is anxious to recruit them to strengthen his 
campaign. s 





The wonderful thing about our language 
is the way it's expressed. In a thousand little 
ways that show we understand. 


Being greeted by a doorwoman in 
Singapore. A quiet hand with the children 
from our staff in Kuala Lumpur. 


A female butler to organise trifling details 
on our Pacific Floor in Johor Bahru. And 
bands that rove our restaurants in Jakarta. 


All of which are part of a language that's 
unique. And spoken only at Pan Pacific Hotels 
and Resorts throughout Asia. 


Sometimes, it's even unspoken. 
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Leather puppet caricatures of Lee, Lee Huan and Deng Xiaoping: one-China vs two-Chinas. 
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Parting of the ways 


The choice between a one-China policy stressing unification with the 
mainland and a two-Chinas policy advocating dual recognition 
dominates the first full elections for the legislature 


By Julian Baum in Taipei 


There has probably never 
been an exercise in Chi- 
nese politics quite like the 
race for Taiwan's Legisla- 
tive Yuan this year. The 19 
December election will be 
the most democratic in Taiwan's history 
with more candidates, and more issues at 
stake, than at any time since the Chinese 
Nationalists arrived on the island in 1945. 

By the same token it could provide the 
most crucial test to date of Taiwan's evolv- 
ing relationship with China. The response 
from China could be emphatic if the poll 
provides evidence of growing public sup- 
port for a "one China, one Taiwan" policy, 
at the expense of the "one China" policy 
favoured by both Peking and the more con- 
servative wing of the ruling Kuomintang 
(KMT). 

Whether or not the election result 





16 


causes trouble with China, it is already 
clear that it will be a watershed for Tai- 
wan's domestic politics. “Unlike the partial 
elections of the past, this one will really 
change the balance of power," says Wu 
Shuh-min, publisher of the Independence 
Morning Post, Taiwan's oldest independent 
newspaper. President Lee Teng-hui has 
said the election will open a new era in 
Taiwan's political development. 

Opposition candidates agree. They tell 
voters that though the incumbent legisla- 
ture is officially in its 89th session, they will 
actually be choosing only the second legis- 
lature in Taiwan's history. The first one sat 
for 45 years, quips one opposition mem- 
ber, following the last full legislative elec- 
tion that was held in 1947 in China. 

The difference between the 1992 elec- 
tion and all of its post 1949 predecessors is 
that the poll will mark the first occasion on 
which the entire parliament has been cho- 
sen from within Taiwan. The forced retire- 
FAR EASTERN ECO! 
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ment last year of elderly mainland parlia- 
mentarians who had last been elected in 
1947 has cleared the way for rejuvenating 
the legislative branch, and given Taiwan- 
ese voters a new sense of participation in 
the electoral process. Not surprisingly the 
result has been to attract a record number 
of candidates to the polls and — less desir- 
ably — to set new records in campaign 
spending. 

Although the registration lists are not 
due to close until mid-November, advance 
listings by the main parties suggest that a 
total of more than 230 candidates will com- 
pete for 125 seats in the 18 multi-member 
constituencies established by à constitu- 
tional amendment earlier this year. This 
excludes candidates for the 36 "at large" 
seats that theoretically represent the rest of 
China. "At large" seats are filled from lists 
drawn up by each of the main parties, with 
numbers allocated in proportion to each 
party's performance in the constituency 
polls. 

Whatever the outcome of the election, 
the KMT cannot lose. The opposition Demo- 
cratic Progressive Party (DPP), while com- 
peting in each constituency for the first 
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me ever, has not nominated enough can- 
tes to win a majority even if every one 
; elected. But while the DPP cannot win, 
the results could well prove disappointing 
| the KMT’s conservative wing, which 
Jacks support among the electorate. 
< Many analysts expect the December 
y olt could. also affect the delicate balance 
er between the president and the 
: members, under the present 
ons on, cannot double as members of 
he legislature. Native Taiwanese politi- 
ians complain that too many cabinet posts 
are still occupied by mainlanders whose 
-families arrived in Taiwan in the 1940s 
-with Chiang Kai-shek's armies. As the in- 
_ fluence of mainlanders shrinks in the legis- 
‘lature, says Wu of the Independence Morn- 
_ ing Post, it is natural that their dispropor- 
_tionate numbers in the executive branch 
- should eventually shrink as well. 
_ On the central issue of Taiwan's rela- 
"tions with China, the choices before the 
voters this year are more realistic, and 
therefore more threatening to the status 
quo, than in any previous election. In last 
_ year's poll for the National Assembly — a 
‘constitutional convention with no role in 
day-to-day decision-making — the elector- 









ate rejected the shrill pro-independence .. 
platform of the DPP and opted for continu- ` 


ity and stability under the KMT. The gov- 
ernment went out of its way to show toler- 
ance for free speech during the campaign 
and was reassured by the outcome, which 
gave it a comfortable majority. 

But those choices were stark and there 
was little real power at risk. The Legisla- 
tive Yuan, on the other hand, is a high- 
profile, media-oriented political stage 
where members have independent deci- 
sion-making powers to approve the budget 
and initiate legislation, which they are be- 
ginning to do in defiance of the executive 
branch. The choices this time on the China 
issue are also more plausible. “How to deal 
with mainland China is the over-riding 
domestic issue this year,” says POS sci- 
entist Lu Ya-li. 


This issue tends to crop up in almost - 


every political discussion in Taiwan. The 
original debate focused on the govern- 


ment's “one China" policy and the opposi- . 
tion’s “one China, one Taiwan" response, © 
which is an attempt to soft-peddle last — 
year's rhetoric on Taiwan independence. | 


As the dispute broadens, a new "two 
Chinas" option has appeared inside the 
KMT that straddles the other two positions. 

With the differences between these po- 
sitions increasingly well-defined, the con- 
test now looks like a three-legged race be- 
tween the opposition's 
pendence line, a "one China" wing of the 


KMT advocating unification with the main- 
land and a "Taiwan KMT" endorsing the. 


two-Chinas concept. 


This broader spectrum of views offe i 


the Taiwanese electorate a more credible 


s softer pro-inde- - 






choice than in last year's elections 
threatens to isolate the conservative wing 
of the KMr. The "one China" advocates re- 
main influential, however, because they 
control the executive branch of government 
under the leadership of Premier Hau Pei- 
tsun. | 

Peking is also aiding the "one China" 
advocates. Chinese politburo member Li 
Rui-han told editors of Taipei's two pro- 
government newspapers in Peking on 29 
October that China would use any means 
to prevent the independence of Taiwan. 
^We would not hesitate to shed blood," Li 
said, according to the United Daily News. 

The China KMT is represented in the leg- 
islature by a handful of veteran power-bro- 
kers who are the hope of mainlanders look- 
ing for a continuing role in government. 
Most prominent are John Kuan, whose 
campaign slogan, "Rebuild the pride of the 
KMT," appeals to party stalwarts, and Li 
Qing-hua, son of former premier Lee Huan 
whose slogan advocates direct air links 
with China. 

There are 20 such mainlanders on the 
KMT ballot, with no fewer than 11 running 


in urban Taipei's two multi-seat constitu- 
encies, where they face experienced rivals 
from the "Two China" wing of the party. 


` In the nine-seat constituency of Southern 


Taipei no fewer than five stalwarts of the 
KMT's "One China" wing are running 
against four liberals. The conservatives in- 
clude incumbent lawmakers Yu Mok-ming 
and Chao Chen-peng, Taipei City Council- 
lor Pan Wei-kang and political scientist 
Wei Yung. 

Challenging the KMT's "one China" 
tenet from inside the party is the Wisdom 
Coalition, a group of native-born Tarwan- 
ese legislators. Sometimes attacking the 
party line directly, the Wisdom Coalition 


advocates dual recognition of the Peking 
1 and aipei governments, Taiwan's early 


and direct popular elec- 
he president beginning in 1996. 
This group. could well emerge as the 


and 


















largest single KMT faction in next year $ leg 
islature, and is certain to cause serious 
ciplinary problems to KMT secretary-gen 
eral James Soong. Many Wisdom Club can 
didates are running without the off 
endorsement of the party, but this wili n 
affect their standing if they win. y 

On the ballot for the opp 
many prominent pro-ind 
dents, some recently r 
seas or released from 
group includes radical 
chen, who was on the 
lier this year after bi 
cocktails and automa! 
fence of her illegal po dependence or 
ganisation. 

A feature of the camp | 
ens to overshadow the st 
independence and one-C 
the rapidly increasing po 
money in Taiwan's électio 
ture is getting more powet 
with money want to be par 

Critics say the busine: 
already well looked after. 
work of commercial associ 







































































rect links to the cabinet and thus has no 
need to project itself into the legislature. 
There are also fears that this new crop of 
hopefuls could further corrupt the election 
process with their free spending and even- 
tually transform the legislature into a rich 
man’s club. E 

In attacking the involvement of big 
business in politics, opposition groups 
have identified more than a dozen "golden 
oxen," or tycoons with no restraints on 
campaign spending. Some of the more 
prominent are Lin Hung-tsung, a construc- 
tion magnate from Kaohsiung who is cur- 
rently the wealthiest incumbent lawmaker, 
Wu Dong-seng, who critics call a "farmer" 
for his reputation for property speculation 
and rattan furniture maker Tseng C -hen- 
nung. 

Most of the "golden oxen" are on th 
KMT ballot, though the DPP has several 
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in Taiwan is a Taiwanese to make main- 
landers more comfortable with our party.” 

Unfortunately for Fan, native Taiwan- 
ese candidates from the KMT are trying to 
exploit ethnic resentments in their own 
races against their ruling party colleagues. 
Some liberal KMT candidates have quietly 
told supporters that “Taiwanese should 
vote for Taiwanese.” This stirring of the 
ethnic pot has angered mainlanders be- 
cause it is a socially divisive tactic. 

But it is a tempting ploy to be used in a 
tight race, especially in the large, multiple- 
seat districts in Taipei, where candidates 
tend to run against each other regardless 
of party affiliation. 

Taipei is split into two large legislative 
districts, north and south, with roughly one 
million eligible voters each. Each district is 
assigned nine seats in the legislature and 
voters may choose only one candidate on 
the ballot. When candidate registration is 
complete in mid-November, each district 
is expected to list twice as many candidates 
as posts. 

Analysts say that since the scope for 
swinging votes from one party to another 
is limited, estimated at 10% island-wide, 
the race in many areas will become a strug- 
gle among candidates of the same party. 

Some pundits describe these contests as 
family feuds. The feuding begins with the 
intense factional differences that have 
threatened to split both parties. In Taipei 
most of the KMr's official candidates are 
mainlanders who represent the traditional 
one-China wing of the party. By contrast, 
the growing numbers of unofficial candi- 
dates also running under the party's ban- 
ner are native Taiwanese who advocate a 
two-China policy of recognising both the 
Taipei and Peking governments as legiti- 
mate. 

The mechanics of these large multiple- 
seat districts pit all the contenders against 
each other, regardless of party affiliation. 
Prominent personalities, such as the KMT's 
John Kuan and the prr's Chen Shui-bien 
tend to draw votes away from less well- 
known candidates who might otherwise 
slip by in the lower ranks. 

This is a bigger headache for the DPP 
than the KMT because the opposition has 
more political superstars in the race and 
lacks the ruling party's grassroots organi- 
sation for allocating votes according to 
subdistricts. But even KMT candidates 
poach on each other's territory, despite 
careful calculations by party central in as- 
signing neighbourhoods. In the last elec- 
tion, many urban voters reported visits by 
two or more canvassers from the KMT, each 
offering cash to vote for their ruling-party 
candidate. 

In northern Taipei, the KMT’s Kuan 
must be careful not to hurt party colleagues 
with his ability to draw votes, while in- 
cumbent Ting Shou-chung is fighting to 
hold his seat against strong KMT newcom- 


ers trying to leap from the Taipei City 
Council to the Legislative Yuan. 

On the opposition side, lawyers Frank 
Hsieh and Chen Chui-bien, both powerful 
incumbents, are sharing the ballot with Fan 
and Lin Chuo-shui, a leader of the Dprr's 
pro-independence New Tide faction. 

The contest is more intense in the south 
of Taipei, especially for the ruling party. In 
addition to the eight candidates carrying 
the KMTs official endorsement, at least four 
more strong contenders are expected to 
wear the party's name. There are also four 
opposition competitors 
and several independents. 

The biggest problem for 
the KMT in this district is 
too many second-genera- 
tion mainlanders. In the 
last legislative poll three 
years ago, the area was 
dominated by front-runner 
Yu Mok-ming, who is up 
for re-election. But this 
time Yu will have to share 
a limited number of mili- 
tary pensioners' votes, 
who are loyal to conserva- 
tive candidates and esti- 
mated at no more than 
100,000, with prominent 
hopefuls such as Li Qing- 
hua, son of the former pre- 





Hsieh: splitting DPP votes. 


mier, and others highly favoured by the 
party leadership. Independent Lin Cheng- 
chieh, the son of a mainland soldier, could 
also dilute the KMT’s strength. 

Besides the political heavies, there is 
Wang Ling-lin, a young lawmaker who has 
successfully completed his first term as a 
representative of business groups. With his 
functional constituency now abolished, 
Wang is running for a district post with 
the backing of his powerful father, Wang 
You-theng, proprietor of the Rebar group 
of companies. 

Wang is an ideal KMT 
candidate because he en- 
joys a wholesome image, 
avoids sensitive political 
issues and presents no 
problems with party dis- 
cipline. His slogan, “Let 
each working person have 
the space and opportunity 
to succeed,” appeals to the 
middle class, where the 
KMT's support is weak. 
Although a mainlander 
himself, Wang's media- 
genic wife is a Taiwanese 
singer who could help 
him bridge the ethnic gap 
that dangerously divides 
the ruling party. 

m Julian Baum 
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Cashing in 





Money the key to election victory 


Candidates in Taiwan 
have two main ways of in- 
fluencing the electorate: 
they can buy votes or hire 
a consultant. 

Either way, it costs 
money. “The minimum is NT$100 million 
[US$4 million],” asserts Jonathan Hsu of 
Genesis Public Relations Consultants. Hsu 
is a former legislative aide who has opened 
a political consultancy in time for this 
year's campaign for Taiwan's Legislative 
Yuan. “We jokingly say that if they're only 
willing to spend NT$80 million, they'll 
lose," Hsu adds. 

Even NTS100 million is considered a 
small sum by those worried about the cor- 
rupting influence of "money politics." In a 
recent speech attacking moral decay in Tai- 
wanese society, Lin Yang-kang, president 
of the Judicial Yuan, criticised politicians 
who spend NT$200 million or more on 
their election bids. And former premier Lee 
Huan has announced that he has not 
helped raise money for his son, who is a 
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candidate. 

The exact amounts spent by candidates 
may never be known. One reason is that 
almost every candidate is violating the ab- 
surdly low legal limits set by the Central 
Election Commission. The spending limits 
set for this year are NT$2.5 million to NT$8 
million per candidate, depending on the 
region. But there is little effort to enforce 
the rule. 

Another reason for secrecy is that large 
chunks of campaign expenses for many 
candidates probably violate rules against 
vote-buying. The chief editorial writer for 
a newspaper that supports the opposition 
estimates that as much as 70% of a tradi- 
tional candidate's campaign costs go to 
chuang jiao, or influential figures in neigh- 
bourhoods and local organisations who 
can mobilise votes. Through entertainment, 
gift-giving and cash offerings, the chuang 
jiao are the nodes of the social networks 
that influence traditional voting behaviour. 

As the consumer price index rises, so 
does the cost of courting chuang jiao. The 
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average bribe offered to individual voters 
in last year's National Assembly elections 
was NT$500, according to a study by the 
Sun Yat-sen Institute at the Academia 
Sinica. Residents in some highly contested 
districts say the price ran as high as 
NT$1,000 each. 

Other campaign costs are also escalat- 
ing. Newspaper advertising is said to be 
the most effective means of reaching the 
public, especially as the three government- 
affiliated television stations do not accept 
promotions for individual candidates. A 
half-page spread in one of the leading mass 
circulation dailies runs to NT$270,000 a 
day and the fee is expected to double closer 
to election time. Most campaign staff are 
volunteers, but office rentals in urban ar- 
eas can be exorbitant unless a business do- 
nates the space. 

One way to control these costs may be 
to hire a consultant. “We can help candi- 
dates spend their money more effectively 
and for those who don’t have much 
money, give them a better chance to win,” 
says Hsu of Genesis Public Relations. 

Agencies say they have been ap- 
proached by many more candidates than 
. they can handle, and several dozen office- 
seekers are believed to be using their serv- 
ices. Some consultants have training in 
public relations and are bringing to Tai- 
wan the same practices that have become 
standard fare in US politics — image-build- 
ing techniques, avoidance of unpopular or 
highly controversial issues and advertising 
to target certain constituencies. 

The veteran of Taiwan's political con- 
sultancy business is James Fu of We Can 
Public Relations Consultants, who set up 
shop three years ago. Approached by 18 
candidates from the Kuomintang, Fu 
signed up seven for the December race, in- 
cluding John Kuan, the party's own former 
election strategist. 

Fu's fees are roughly NT$1 million dur- 
ing the three- to four-month campaign pe- 
riod. He advises his clients to spend as 
much as 50% of their campaign budget on 
direct mail and other forms of mass adver- 
tising to project a strong personal image to 
voters. "If a candidate takes this kind of 
advertising campaign seriously, he won't 
spend so much on vote-buying," says Fu. 

Consultants say their services are espe- 
cially important in winning the floating 
voters who are not committed to either a 
political party or local faction. The 
Academia Sinica study estimates the float- 
ing vote to be only 10% island-wide, but 
candidates say it runs as high as 40% in 
urban districts of Taipei and Kaohsiung. 

Much of the floating vote is the 
younger, middle-class electorate who are 
not easily swayed by traditional appeals, 
including vote-buying. “There have been 
so many scandals this year that these peo- 
ple are tired of politics,” says Hsu. 

m Julian Baum 
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Pro-independence dissi- 


ing to Taiwan for more 
than a year as the gov- 
ernment has removed 
hundreds of names from 
its infamous blacklist. 

No homecoming, however, has been 
as anxiously anticipated as that of Peng 
Ming-min, the patriarch of the opposi- 
tion movement who fled in 1970 under 
threat of sedition charges. 

Peng, who at 68 is a contemporary 
of President Lee Teng-hui, had been 
chairman of the political science depart- 
ment at National Taiwan University 
= a well-respected teacher of numer- 

rominent government officials, in- 
a ing Taiwan's current provincial 
governor, Lien Chan, and Foreign Min- 
ister Fredrick Chien. 

In his first speech after returning 
home on 1 November, Peng showed 
that despite his 22 years in exile, spent 








mostly in a small town in the US state 
of Oregon, he had lost none of the intel- 
lect and humour that made him one of 
the few Taiwanese of his generation to 
be groomed for public life by the ruling 
Kuomintang (KMT). 
Peng described the Peking govern- 
ment as a “big black hole" from which 
Taiwan must escape. “The farther from 
China, the better,” he said, to frequent 
laughter and applause. He said that the 
KMT's dream of "one China" was a 
myth. 
These beliefs that have sustained the 
present government have impeded Tai- 
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‘Doves of dissent 


dents have been return- 


e 


wan's development, according to Peng. 
For example, he said politics had just 
started to become democratic with the 
lifting of martial law in 1987. 
Feng is expected to campaign on be- 
of candidates of the opposition 
Democratic Progressive Party (DPP). But 
he took potshots at politicians from both 
the DPP and E O ata des 
sanctity of the democratic process e 
their ambitions for public office. He de- 
cried vote-buying, but also criticised 
those who said it was permissible to 
accept a bribe and vote with one's con- 
science. The Taiwanese public should 
not tolerate vote-buying or other forms 
of "money politics," which are harming 
democracy, the only guarantee of Tai- 
wan's future security, he said. 

Despite his strong pro-independence 
rhetoric, Peng is d a moderate 
who is e himself above 
the often-bitter piyi within the vari- 
ous wings of the opposition party and 
the independence movement and help 
reconcile their differences. 

Other dissidents who have returned 
will also be on the stump in the next 
few weeks. Notable among them is 

chairman of the World 


George Chang, 
United Formosans for Independence 


(WUFI), a pro-independence group that 
was based in the US and has now set 
up its world headquarters in Taiwan. 
was released from prison on bail 
on 24 October and remains under in- 
dictment for alleged involvement in a 
bombing campaign against senior gov- 
ernment leaders in the mid-1970s. 

Unlike Peng, WUFI supporters have 
been lukewarm about participating in 
the electoral process, though Chang 
says he has few reservations about sup- 
porting any pro-independence candi- 
dates who will accept his endorsement. 
After his release from prison, Chang 
said he wanted to make Taiwan a 
"Switzerland of the East" where there 
is strong respect for democracy, social 
welfare and the environment. 

Despite their reputation for radical- 
ism, WUFIs members are mostly well- 
educated professionals, including engi- 
neers and university professors, civil 
servants and medical doctors from the 
US, Japan, Europe and South America. 
Most had been prevented from return- 
ing to Taiwan for 20 years or more be- 
cause of their separatist views. 

m Julian Baum 
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5TH COLUMN 


THE 


Checks and balances 


comprehensive changing of the 

guard occurred at China's re- 

cently concluded 14th Party Con- 

gress. Not since the 10th Congress 
in 1973 — when the followers of Lin Biao 
were routed and the beneficiaries of the 
Cultural Revolution promoted — has there 
been a greater turnover of personnel in the 
Central Committee and the ruling polit- 
buro. Extensive changes also took place in 
the Party Secretariat, Discipline Inspection 
Commission and Central Military Com- 
mission (CMC), while the Central Advisory 
Commission was scrapped. 

Having orchestrated the congress from 
behind the scenes, patriarch Deng Xiaop- 
ing emerged on the final day to confer his 
blessing on the delegates and his chosen 
successors. The selection of a new leader- 
ship and party platform make it clear that 
Deng is trying to move China in a neo- 
authoritarian direction akin to the Singa- 
porean, South Korean and Taiwanese mod- 
els. Deng and other elites have apparently 
concluded that only through state-guided 
economic growth — stressing export 
processing and the development of indig- 
enous science and technology, tight politi- 
cal control and appeals to nationalism — 
can the Chinese Communist Party avoid 
the fate of their former socialist comrades. 

Deng's efforts to orchestrate his succes- 
sion were largely successful. Removing 
more than half of the politburo and nearly 
half the Central Committee takes tremen- 
dous political stature and guile. In so do- 
ing, Deng did not shirk from sacrificing 
some allies. Deng's first compromise was 
to uphold the decision that former heir-ap- 
parent Zhao Ziyang was guilty of "serious 
mistakes of judgment and splitting the 
party" in handling the June 1989 Tianan- 
men demonstrations. Deng also acquiesced 
in the removal of Zhao cronies Yang Rudai, 
Rui Xingwen and Yan Mingfu from the 
Central Committee. Former culture minis- 
ter Wang Meng also went down, though 
Zhao ally Hu Qili retained his seat. In re- 
turn for this purge of progressives, Deng 
won the removal of ideological hardliners 
Wang Renzhi, He Jingzhi, and Gao Di from 
the Propaganda Department, Ministry of 
Culture, and People's Daily respectively, as 
well as arch-conservative Peking party sec- 
retary Li Ximing. 

Deng also heeded fears among the mili- 
tary of the emergence of a "Yang family 
clique.” He forced Yang Shangkun, his 
close colleague, to step down from the CMC 
and removed Yang Baibing from both the 
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CMC and as chief political commissar. Al- 
though effectively removed from political 
decision-making, Yang Baibing was el- 
evated to the politburo. 

Military professionals saw their inter- 
ests significantly advanced by the eleva- 
tion of Adm. Liu Huaging to the politbu- 
ro's Standing Committee and the reversal 
of a two decade-long decline in military 
representation on the Central Committee. 
The promotion to the CMC of the comman- 
ders of the Jinan, Nanjing and Lanzhou 
military regions, along with senior gener- 
als Zhang Zhen and Chi Haotian, increases 
professional and regional representation at 
the expense of political commissars. 

At the top of the party Deng retained 
the so-called "Jiang-Li 
system," but he succeed- 
ed in promoting numer- 
ous elites beneath them 
who will have a more im- 
portant effect on substan- 
tive policy decisions and 
curb both men's power. 

Maverick reformer 
Zhu Rongji's elevation to 
the politburo Standing 
Committee makes him 
the leading candidate to 
succeed Li Peng as pre- 
mier at next spring’s Na- 
tional People’s Congress. 
The congress also solidi- 
fied the power of Qiao 
Shi and Li Ruihuan, who 
have proved to be very 
effective in whipping up 
support for Deng's new 
policies. 

The clear gainers are a 
number of central tech- 
nocrats and provincial 
administrators. Propelled 
from the provinces on to 
the politburo were Hu 
Jintao from Tibet, Xie Fei 
from Guangdong, Chen 
Xitong from Peking, Zhang Chunyun from 
Shandong, Wu Bangguo from Shanghai 
and Tan Shaowen from Tianjin. All pos- 
sess reformist credentials, most from man- 
aging the booming coastal economies. 

A second group of newcomers to the 
politburo include several who have 
worked in ministries and the central party 
apparatus — Li Lanqing, Qian Qichen, Wei 
Jianxing, Zou Jiahua and Ding Guangen. 
Their policy proclivities are more conserva- 
tive and coincide rather closely with that 
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precisely in its 
irrelevance 


of Li Peng and the central planners. 

Overall, the politburo remains carefully 
balanced. While the reformists have gained 
in strength and number, they are offset by 
a combination of party apparatchiks, tech- 
nocrats and military professionals. While 
all profess support for the “magic weapon” 
of Deng Thought, continued wrangling 
over the scope and pace of economic re- 
form can be expected. Nor does political 
reform appear possible. No member of the 
new leadership commands a national fol- 
lowing, though most possess more narrow 
personal, institutional or geographic power 
bases 


While these changes are important in 
terms of high politics, what, in the final 
analysis, is the impor- 
tance of personalities in a 
society where what tran- 
spires among the elite is 
increasingly irrelevant to 
the average citizen? 

China's national 
agenda today is not 


across the country, where 
millions of citizens are 
grasping the entrepre- 
neurial opportunities of- 
fered to them. All the 
leadership can do is to 
watch processes that are 
increasingly out of their 
control, and in some 
small way facilitate the 
evolution to a market 
economy and civil so- 
ciety. Seen in this light, 
the significance of the 
political theatre of the 
recent congress may lie 
precisely in its irre- 
levance. 

The erosion of central 
control and weakening of | 
the party-state in China 
accelerates by the day. 
This raises deep questions about the ability | 
of the new leadership — however cohesive 
and reformist it may be — to sustain itself 
in power without again resorting to coer- 
cion and brute force. One wonders whether 
there will be a 15th Party Congress in 
China. * 


David Shambaugh teaches Chinese politics at 
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CENTRAL ASIA 


Forced to flee 


Civil wars start new wave of migration 





By. Ahmed Rashid in Dushanbe 
iadullova Uduzkhan clutches her 
/ nine grandchildren and weeps un- 
SRD as she tells a harrowing 
story. Her daughter, caught in the middle 
of Tajikistan's savage civil war, was raped 
and then skinned alive in Kurgan Tyube, 
where Islamic groups are battling commu- 
nists from a neighbouring town. "We 
Tajiks have nowhere to go," she sobs. "We 
are being forced to leave our homeland." 

That lament is being heard all over the 
Central Asian republics of the former So- 
viet Union. Tens of thousands are fleeing 
their homes to escape the civil war in 
Tajikistan, the growth of Islamic funda- 
mentalism, economic hardship and ethnic 
discrimination. Such a mass migration of 
people — of both Asian and European de- 
scent — has not been witnessed since Sta- 
lin's time and threatens the stability of 
many of the republics. 

"The growing tragedy in Central Asia 
is that people are not migrating for jobs or 
better conditions, but because of ethnic and 
religious compulsions,” says Serik 
Akhanov, deputy director of the Supreme 
Economic Council in Kazakhstan. “In a tra- 
ditional nomadic . . . society like ours, peo- 
ple normally do not leave their homes un- 
less thev are frightened." 

Central Asia has been a victim of large- 
scale population moves and ethnic perse- 
cution since the 1917 Russian revolution. 
Some 2 million were killed in the region 
during the 1920s civil war, the subsequent 
forced collectivisation of the land and re- 
sistance by Muslim guerillas which contin- 
ued until 1935. 

During World War II, Stalin forced en- 
tire ethnic groups such as Germans and 
Mesketian Turks to migrate from the Cau- 
casus region and Russia because he con- 
sidered them a security risk. Tens of thou- 
sands of Russian and Ukrainian settlers 
then arrived in Central Asia in the 1950s to 
cultivate wheat under Khrushchev's "Vir- 
gin Land" scheme. 

Many of the current problems can be 
traced directly to Stalin, who arbitrarily 
carved up the Turkestan region into five 
separate Soviet republics in the 1920s and 
1930s. Communist control ensured ethnic 
peace, if not harmony. And with the col- 
lapse of the Soviet Union, the lid has been 
lifted from a cauldron of long-simmering 
ethnic disputes. 

In Tajikistan, the largest ethnic groups 
to leave are those of European descent: 


Russians, Germans 
and Ukrainians. Fear- 
ing the civil war and a 
possible takeover by 
Islamic militants, at 
least 100,000 Russians 
and others have fled 
Tajikistan for Russia 
this year, while at least 
250,000 more have left 
over the past three 
years. 

With flights out of 
Dushanbe cancelled 
because of fuel short- 
ages, many people are 
getting desperate. The 
director's office at Tajik 
Air is still peppered 
with bullet holes after 
two Russians recently 
held him hostage. 
They were demanding 
an aircraft to fly to Russia and fled from 
the building after a seven-hour siege, dur- 
ing which the police refused to intervene. 

Some are able to get out, but only by 
making huge personal sacrifices. A Ger- 
man-born secretary, Natalia Levitskaya, 
recently married a Russian in Dushanbe 
but is now abandoning him to go to Ham- 
burg because he does not want to migrate. 

Those who continue to stay are facing 
mounting pressure. Zena Nagornichnyk, a 
Russian-born journalist, refuses to leave 
Dushanbe, even though her parents have 


Set ablaze 
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left for Siberia where living conditions are 
far worse. “They just feel safer there and 


" 


are now pressuring me to come,” she says. 
Being a Russian journalist is much more 
difficult now in Dushanbe." 

In neighbouring Uzbekistan, the rise in 
Islamic fundamentalism has prompted 
nearly a million Russians to leave since 
1985, with 25% of them going in the past 
12 months. Russians still hold key techni- 
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Ismaeli widow, Zamanova victimised. 
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cal and managerial jobs in Angren's mines 
and Ferghana's industrial plants. Uzbek 
officials acknowledge the migration has 
been so massive that some factories have 
had to close because of a lack of trained 
personnel. 

In Moscow, nationalists are demanding 
that the government insist on treaties with 
all former Soviet re- 
publics to protect the 
25 million ethnic Rus- 
sians who live outside 
the country's borders. 
But Central Asian 
governments refuse 
because that would 
once again demon- 
strate that Russians 
should be treated dif- 
ferently. 

“The Russians 
have been on top for 
150 years in this re- 
gion and if they are 
not on top any longer, 
they should accept 
this, learn the local 
language and try to in- 
tegrate,” says Akmal 
Alimova, head of the 
Independent News 
Agency of Tajikistan. 

Anti-Russian sentiment is also being 
fuelled by the presence of Russian troops 
in the Commonwealth of Independent 
States (CIS) army, which is still the only real 
military force in Central Asia. The CIS force 
has refused to hand over heavy weapons 
to local militias or police forces. 

No government in Central Asia has yet 
attempted to formulate genuinely fair 
ethnic policies that do not discriminate 
against minorities. Indeed, leaders in Uzbe- 
kistan, Tajikistan and Turkmenistan are re- 
lying increasingly on appeals to local 
nationalism — not only to retain their grip 
on power but also to contain the national- 
ism being espoused by opposition parties. 

Among Tajiks, anyone who has the 
money or the connections is trying to leave. 
The family of Zarina Muhammedieve, a 
young interpreter working for the US 
Embassy, belongs to the relatively well-off 
Tajik business elite. However, her family 
will soon move to Samarkand in Uzbekis- 
tan, where they have long-standing ties. 

Half of Muhammedieve's Russian and 
Tajik classmates in her English class at the 
foreign language institute have already 
left Tajikistan. Nozigul Zamanova, a 
widow with two daughters who belongs 
to the Ismaeli Muslim sect led by the Aga 
Khan, is trying to emigrate to Britain with 
help from Ismaeli friends. The Ismaelis are 
being victimised by both Islamic fun- 
damentalists and communists in the civil 
war. 

Some 126,000 Tajiks have already fled 
the south to seek shelter in Dushanbe, even 


Qms wu GIMHY 


RRALLA ATEA 


12 NOVEMBER 1992 
























WestLB belongs at the 
top of your shortlist for cor- 
porate business. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 








ntroducing the German bank that i 
international finance: WestLB. 


this sound foundation, WestLB 
successfully combines classical 
products with innovative 
solutions, applying the right 
mix of state-of-the-art techno- 
logy and personal creativity. 
That's why WestLB rightfully 


belongs at the top of your short- you are: in international finance. 











Head Office: Düsseldorf. 


Branches, subsidiaries of 
representative offices in 
16 European countries 

as well as in Beijing, 

Hong Kong, New York, 
Osaka, Rio de Janeiro, 
Singapore, Sydney, Tokyo, 
Toronto. 


tist - from Corporate Finance 
and investment Banking to 
Treasury. And with a giobal 
network stretching from 
Düsseldorf to New York and 


from Tokyo to London, WestLB 
is perfectly at home where 





tion and living conditions are wretched. 
Around the northern city of Leninabad, 
thousands of Uzbeks — who form 23% of 
Tajikistan's 5.1 million population — are 
/ packing up, selling their homes and cross- 
«ing the border into Uzbekistan because 
~ they fear the Tajik civil war could turn 
` against them. 

Mahmood Hakimov and his family re- 
= cently fled Tajikistan and ended up at a 
collective farm in Dzizak in southern 


^. Uzbekistan. Although he has found tem- 


porary work picking cotton, his family live 


-> in their car and have no hope of finding a 


home or jobs. And they cannot expect 
much sympathy or help from their fellow 


3 Uzbeks; the locals say they have their own 


problems because of the dire economic cri- 


though there is no refugee relief organisa- 


sis in Uzbekistan. 





southern cities of Samarkand and Bukhara 
is forcing many Tajiks to migrate to Tash- 
kent, the capital of Uzbekistan. And thou- 
sands of Mesketian Turks in Uzbekistan 
and Kazakhstan have gone to Germany, 
where they have family connections with 
Turkish workers who have settled there. 
The flight of the Mesketian Turks followed 
riots in Uzbekistan's Ferghana valley in 
June 1989, which resulted in the deaths of 
around 100 people. 

Meanwhile, Uzbeks living in Osh in 
Kirgyzstan are moving back to Uzbekistan 
to escape growing discrimination against 
them. Riots in Osh in June 1990 between 
Uzbeks and Kirgyz, which claimed 200 
lives, have led to the creation of an apart- 
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Growing Uzbek nationalism in the ^ are now ethnically separate. Umarjan Kasi- 











d state. Schools, “mosques and. shops 


mov, the elected head of Osh's Uzbek 
population, says that the Kirgyzstan Gov- 
ernment has moved Uzbek districts out of 
the city limits and included outlying 
Kirgyz villages within the city limits so 
their inhabitants can benefit from Osh's 
amenities. "Thousands of Uzbeks are leav- 
ing Osh because there is so much discrimi- 
nation," he says. 

Central Asia remains a tinderbox in 
which a single lighted match can enflame 
an entire region. Many believe that the only 
real solution is far greater economic and 
political decentralisation. So far, though, no 
government born out of the ashes of the 
rigid, highly centralised communist system 


has dared to go so far. m 
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We already fly the youngest and most modern airline 
fleet in the world today. But five years ahead of 
schedule we have specified and ordered a new 
generation of Emirates airliners for use in the 
next century, the new wide-bodied Boeing 777. 
Surely, all good reasons to fly Emirates in the 


future. 
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DEFENCE 


Arm in arm 


Warming Sino-Russian military ties worry US 





he initial flurry of Russian arms 
| sales to China and exchange visits 
by senior defence officials following 


the restoration of Sino-Russian military ties 
in 1990 appears to be maturing into a 
broader and more substantive relationship 
between the two countries. 

The new relationship includes techno- 
logical cooperation on a wide range of de- 
fence-related projects, regular interaction 
between the two military establishments, 
and even intelligence exchanges. The for- 
mation of a strategic alliance between Pe- 
king and Moscow is remote because the 
two still harbour deep-seated mutual sus- 
picions dating back to the Sino-Soviet split 
of the 1960s. But the US is becoming in- 
creasingly concerned that warming Sino- 
Russian ties could represent a threat 
to regional stability. 

The US is particularly worried 
over Russian assistance for China's 
nuclear, space and missile pro- 
grammes. Some of these exchanges 
may contravene international non- 
proliferation treaties and the tech- 
nology involved could eventually be 
re-exported by China. 

A new element has been added 
to Sino-Russian military ties in the 
past few months with the visits of at 
least two Russian military intelli- 
gence delegations to Peking. Foreign 
analysts are uncertain as to the na- 
ture of this interaction, but they 
doubt whether Peking and Moscow 
are sufficiently friendly at present to 
begin exchanging intelligence infor- 
mation. "Intelligence cooperation means 
the development of an alliance relation- 
ship, and China and Russia are certainly 
not at that stage yet," says one former East- 
ern Bloc diplomat. 

Nonetheless, Western military analysts 
point out, the two countries have mutual 
security concerns over which they may be 
willing to share opinions, if not informa- 
tion. This includes the volatile situation in 
Central Asia and Japan's increasingly ac- 
tive military posture. “It is natural for them 
to put their heads together over these prob- 
lems," one Western diplomat said. 

These intelligence exchanges may add 
to the overall US concern over the Sino- 
Russian trade in arms. A senior Washing- 
ton official told the Review: “The Chinese 
have been secretly buying many hi-tech 
components from the Russians. The situa- 


tion there is so chaotic that with hard cash 
a lot can be done and Moscow does not 
have much control." Senior US defence of- 
ficials claim that Russia has sold China 
missile-guidance and rocket technology, 
rocket engines and surface-to-air missiles, 
including the S300 air-defence missile sys- 
tem. Military analysts in Peking say that 
the S300 is part of a contract that includes a 
long-range radar system which is still un- 
der negotiation. The senior official said that 
the US has threatened sanctions if Russia 
sells China items prohibited by the Missile 
Technology Control Regime (MTCR). 

As the S300 is used only for defensive 
purposes and has a relatively short range, 
it does not violate the MTCR, which seeks to 
prevent the export of missiles or their com- 
ponents with ranges over 300 kilometres. 

Chinese and Russian officials began dis- 





US fears Russian help for China's space programme. 


cussing cooperation on missile and rocket 
development in early 1991, before the 
breakup of the Soviet Union. It is not 
known what specific technology the Rus- 
sians may have passed on to the Chinese, 
but if this did include rocket engines it 
would almost certainly breach the MTCR. 
Early this year, the US imposed a two- 
year trade ban on an Indian and a Russian 
company for a breach of the MTCR involv- 
ing the export of Russian booster motors 
for India's space programme. The ban pre- 
vents these companies from trading in the 
US or with US companies. Washington is 
now looking into whether Moscow and 
Peking have also contravened these inter- 
national restrictions, though observers 
doubt whether this will have much of an 
impact. ^This will not stop the exchanges, 
Russia needs the money and China re- 
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quires the technology," the Eastern Bloc 
diplomat said. US worries over this arms 
trade, including Russia's sale to China of 
advanced fighter aircraft, was one of the 
reasons cited by US officials for US Presi- 
dent George Bush's decision to sell F16 
fighter aircraft to Taiwan in September. 

Russia is also providing assistance for 
China's nuclear programme. Although the 
exchanges appear to be primarily for 
peaceful purposes, there is concern that 
some of the technology being supplied 
could have secondary military applica- 
tions. The programmes include a collabo- 
rative project on fusion research between 
Russia's Institute of Atomic Energy and the 
Chinese Academy of Sciences. 

The Chinese now appear to be concen- 
trating their efforts on acquiring defence 
technology, components and expertise. 
This is much more affordable than costly 
completed weapons systems bought off the 
shelf from the Russians and also more 
useful for China's own research and 
development projects. This topic was high 
on the agenda when Russian Deputy De- 
fence Minister Audrey Kokoshin visited 
China in early October. Kokoshin held 
talks with senior Chinese officials from the 
Commission on Science, Technology 
and Industry for National Defence, 
which runs the defence industry, 
and with Gen. Liu Huaging, the ar- 
chitect of the Sino-Russian military 
relationship who also oversees the 
People's Liberation Army's military 
modernisation programme. Koko- 
shin also visited a missile factory in 
Shanghai. 

China's appetite for finished Rus- 
sian arms has waned because of a 
severe financial crunch. Among the 
arms that Peking was looking to ac- 
quire was a nearly completed 
67,000-dwt Ukrainian aircraft car- 
rier. But Peking balked at the price, 
reportedly more than US$2 billion, 
that the Ukrainians were asking. The 
Chinese are no longer believed to be 
interested in purchasing the carrier for op- 
erational use. 

The carrier deal may have been dis- 
cussed during a visit to Peking by Ukrain- 
ian President Leonid Kravchuk in late Oc- 
tober, though he strongly denied that there 
have been negotiations. But Western mili- 
tary analysts say that a meeting of senior 
civilian and defence policymakers in May 
decided in favour of a smaller, locally pro- 
duced carrier that would be funded out- 
side the official defence budget. 

China is currently taking delivery of 26 
Su27 combat aircraft it has bought from 
Russia. The Chinese are looking seriously 
into buying at least 10 more Su27s, as well 
as continuing to negotiate for 24 MiG31s. 
Analysts say Peking and Moscow have not 
yet reached any agreement on co-produc- 
tion of these aircraft in China. a 
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Smoke 
signals 


China, India tentatively 
increase military ties 


he first visit by a Chinese warship 

j to India scheduled for some time in 

the next few months represents a 

high-water mark in efforts by Asia's two 

largest military establishments to forge di- 

rect ties intended to help end an era of 
mutual mistrust and conflict. 

The ship visit was agreed during the 
first-ever trip to China by an Indian de- 
fence minister in July. Defence Minister 
Sharad Pawar and his Chinese counterpart 
also agreed to develop military academic, 
scientific and technological exchanges. A 
delegation from the Indian National De- 
fence College visited China in late Septem- 
ber. 

Following Pawar's return to India, he 
was quoted in the Indian press as saying 
the two countries' navies would participate 
in a series of joint exercises. However, this 
was subsequently denied by Chinese mili- 
tary officials and Indian diplomats, who 
said the naval exchanges would be limited 
to port visits by a Chinese warship. 

Indian and Chinese defence analysts 
said the two countries still remain wary of 
each other and are careful not to be seen to 
be rapidly forging close military relations. 
^We still regard India as a threat because 
they still occupy Chinese territory, though 
not as ominously as a few years ago," a 
Chinese strategist said. 

The misunderstanding over the ship 
visit may have arisen from New Delhi's 
invitation for the Chinese warship to ob- 
serve an Indian naval exercise scheduled 
for early next year. “An exercise could be 
as simple as ships passing each other on 
the high seas and exchanging signals," a 
Western military attache explained. The 
naval exercise may be the same event that 
India recently invited Asean members to 
participate in. 

China is still sensitive over being seen 
to be involved in operational military ex- 
changes with foreign countries. Although 
Chinese warships have made overseas port 
visits, and foreign warships have come to 
China, the only time the Chinese navy has 
participated in joint naval activities was 
when its warships exchanged greetings 
with US naval units in the South China Sea 
in 1986. 

New Delhi's efforts to build up a naval 
relationship with Peking are aimed at de- 


fusing mutual concerns between both — 
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their navies in Asian waters. India is par- 
ticularly worried over the development of 
close naval cooperation between China and 
- Burma. 
According to Western military intelli- 
. gence officials, China recently supplied 
"Burma with several large Hainan-class 
~ patrol boats. China is also training Burmese 
sailors and helping to build naval port 
facilities in Burma. These include a new 
base on Hanggyi Island at the mouth of 
. the Bassein River and the upgrading of 
<- facilities on Great Coco Island near India's 
Andaman Islands, across the Bay of Bengal 
from the Indian rocket test site in Orissa. 
Whether or not China may have asked 
for basing rights for their warships at 
Burmese ports is unclear, though one 
Western defence intelligence analyst said 
Peking may be seeking to set up a signals 
station to monitor Indian missile tests 
conducted between Orissa and the 
Andamans. "This is what I would do if I 




















. countries over the expanding presence of 


were a Chinese policy- 
maker," the analyst said. 

Despite these factors, 
Peking and New Delhi 
are making steady pro- 
gress on resolving a bitter 
territorial dispute that 
saw the two countries 
fight a short, bloody war 
in 1962 which prevented 
the normalisation of re- 
lations until four years 
ago. China and India held 
their fifth round of border 
talks in Peking in late Oc- 
tober, where they agreed 
to further steps to ease 
tensions and increase bor- 
der trade following its re- 
sumption in July. 

Efforts to boost confidence along the 
heavily militarised border include twice- 
annual meetings between local military 
commanders, the installation of a commu- 
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nications "hotline" and an 
agreement of advance no- 
tification of military exer- 
cises. There were no dis- 
cussions, however, on the 
reduction of military 
forces along the border. 
This military rappro- 
chement underlines a rec- 
ognition among Indian 
and Chinese decision- 
makers of the need to de- 
velop a strategic dialogue 
in the post-Cold War era, 
particularly since the two 
countries’ plans to ex- 
pand their presence and 
influence within Asia 
could lead to further fric- 
tion. China and India also share a common 
concern over efforts by the US and other 
Western countries to forge a more inter- 
ventionist new world order. 
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t if of the population of 1 5 


But, When ord dreulated i in late Oc FS 


o "m tober: that Mara had purchased the ex- 


nsive club memberships even some of . 





|: . dts longtime critics were amazed. One of 
chase the severest critics is Mahathir himself, - 
dy whon noted as recently as Mara's 25th an- 


rsary in November 1991 that it was 
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The electrification of rural areas is one 
of the main targets of the Indonesian 
government. In line with this 
programme, Siemens, as the main 
contractor, has been responsible for 
the installation of 43 diesel power 
plants with a total capacity of 225MW. 
Diesel engines and alternators, block 
transformers and switchboards, 
distribution equipment, control and 
automation systems, much of it 
produced in Indonesia. 


Having the right equipment produced 
and delivered to the installation sites 
at the right time required considerable 
logistics skills. Up to 22 construction 
sites had to be supplied and managed 
simultaneously. On-the-job training 
had to be provided for the installation 
teams, operating personnel had to be 
fully acquainted with the power station 
equipment at the suppliers' factories 
in Indonesia and Europe. 


Integrating individual components into 
functional systems, handling turnkey 
projects from engineering to 
commissioning - Siemens has the 
knowhow and technical competence. 
This is only one example. 


For further details contact 

Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 

or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems > 


Integration. Siemens. 





ou are welcome to Nanjing" the 


airport sign said, and this Travel- 
ler wondered if it was a faintly 
ominous omen for the trip. — 

. Nanjing (or Nanking), in East China, is 
me of those tragic Chinese cities that suf- 
ered terribly during the Japanese invasion 
Xf. China, made even sadder because its 

tragedy has not, until recently, been prop- 

-erly aired. Now Nanjing is remembered, 

| not because it was on the itinerary of Em- 

peror Akihito of Japan and his Empress, 
but because it was not. 
As the Japanese Emperor and Empress 

«| were received with all the pomp and cer- 

. | emony due to a visiting head of state in 

| Peking, the northern capital, Nanjing (liter- 

.; ally “the southern capital"), with its bicy- 

. cle-filled streets and its open-air market 

where old women haggle over live 

|. squawking chickens, seems a forgotten 
||]; backwater city. 

t1 Te was in Nanjing that the Japanese 

d committed. some of their worst atrocities. 

- [ After its defenders fled before the on- 

| 
i 
| 
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slaught of the Japanese imperial army, the 
^| city and its inhabitants were left to the ten- 
- t«der mercies of their conquerors in Decem- 
— 1. ber 1937. Many thousands of Chinese were 
butchered in an orgy of violence known to 
-.| history as the Rape of Nanjing. 
|. 00. c Chinese figures put the number killed 
| | at 300,000, while researchers for a BBC tele- 

| vision documentary came up with a figure 

|. of 200,000 killed. Japan's public broadcast- 
| ing authority, NHK, withdrew from the pro- 
|. posed joint-venture documentary, stating 
. | that since some scholars put the figures as 

low as 20,000, it might be better to omit all 
'eference to the incident. 
While the Japanese may prefer to for- 
: get, the Chinese clearly feel differently. In 
a coffee shop frequented by university stu- 
dents, Lily, a graduate of Nanjing Normal 
University, sits with her Canadian boy- 
nd. Her family had been in Nanjing for 
ny generations, but she is reluctant to 
a k about them. When the conversation 
turns to the visiting Japanese imperial cou- 
ple, her eyes flash and she suddenly bursts 
. out: "Do you know what the Japanese did 
here? Chinese are poor still, but we re- 
member. We all remember." 
- In 1991 the Japanese politician Shintaro 
Ishihara called the Nanjing massacre a Chi- 
.nese fantasy and Japanese history books 
fictionalise fact by calling the invasion of 
1937-45, which resulted in the death of an 
estimated 10 million Chinese, "an ad- 
vance." Japanese sensitivity to past history 
and communist China's political ideology 
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have all served to blur Nanjing’s story. 





E rhe Rape of Nanjing did not lend itself 


to communist propaganda efforts, for 


Nanjing had been defended by the Nation- 
alists. The victims and their city were 
Kuomintang (KMT). The city was China's 
capital when the country was under Na- 
tionalist rule. 

Nanjing today is a city of many memo- 
ries, as | discover when I take the bus from 
the city to the park shady with pines where 
the Sun Yat-sen Memorial stands pictur- 
esquely, its slate-blue rooftiles almost 
blending into the shadowy blues and 
greens of the hillside. 

Beyond its tall stone gate emblazoned 
with the Nationalist sun emblem and two 
stone tigers with broken tails is the memo- 
rial to the Nationalist dead, an echoing cav- 
ernous vaulted hall, whose walls are hung 


fair these days. The Chinese Government 
hopes Japan will bankroll massive invest- 
ments. 

Japan is now energetically lobbying the 
UN for changes to its Charter, specifically 
Articles 53 and 107, which refer to Japan 
and the other Axis powers as “enemy na- 
tions.” The amendment would be the vital 
first step in Japan’s ambition to win a per- 
manent seat on the Security Council. 

Raked-over memories of war atrocities 
are neither convenient nor helpful at this 
time and demands for an imperial apology 
may not be as satisfying as a guaranteed 
investment in development aid from Japan. 

Yet Nanjing has immortality, of a kind. 
Chinese-American writer Amy Tan, in her 
bestseller, The Kitchen God's Wife, retelling 
the story of her KMT Air Force pilot father 
and mother’s flight to Kunming from 





with grainy blow-ups of the men who fell, 
the atrocities committed, moments of his- 
tory frozen in time. Among the visitors are 
some young officers of the People’s Libera- 
tion Army, who peer at the old photo- 
graphs and talk earnestly among them- 
selves. They pause at the picture of a street 
corner execution, a photograph taken at the 
exact moment the executioner, a tall man, 
his body taut with the energy of his blow, 
struck off the victim’s head, which has left 
the body, but not yet fallen to the ground. 

It is hard to believe, on this still-warm 
autumn afternoon, that Nanjing suffered so 
much, looking at these silent photographs. 

Still, survivors remain in Nanjing who 
have talked to Western reporters, armed 
their memories and now make demands 


revival of war memories, is a a sensitive af- 


Nanjing, wrote: 

"And, as we left the city, we passed 
Sorrowfree Lake. Even in the wintertime it 
was beautiful, calm and quiet with willow 
trees hanging down, sweeping the banks. 
It looked as if it had not changed one leaf 
since the first emperor. And then I saw a 
boy standing next to the lake. He was very 
far away but we could see him waving. He 
jumped up and down, shouted something. 
We thought he had seen the pilot’s uni- 
forms and was now cheering us as heroes, 
so we waved back. And then we saw him 
pick up some rocks along the edge of the 
shore. He threw them into the still lake and 
the water broke and shivered, And then 


. that boy picked up another rock and threw 
-it at our tru ck. Although he didn’t hit us, 
for compensation. But compensation, the w 






what he shouted. 'Runa- 
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THE CHAOS OF LOCAL COLOUR TURNS TO BLACK AND WHITE 
IN THE HEART OF MANILA. 





The Hotel offers all the business traveller demands. Location 


Hustle and bustle, energy and enterprise are a feature of most 
Pacific/Asia cities, as is the calm hospitality of an Inter- efficiency, every business and recreation 
communication to anywhere in the world. 


facility, and instant 


Continental hotel. 
Stay right where you need to be. Stay Inter-Continental, and 


In Metro Manila, the Hotel Inter-Continental is in the a 


heart of the business and commercial district of Makati. 
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INTERCONTINENTAL 
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escape to the heart of the city. 
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Indonesian Muslims are sometimes described as 'a majority with a minority view.' 


INDONESIA 
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Charismatic enigma 


Foes call Muslim leader Wahid ‘Zionist’ and ‘Christian’ 


By Adam Schwarz 


or a man who heads the largest 

Muslim organisation in the world's 

largest Muslim country, Abdur- 

rahman Wahid gets accused of 
some mighty strange things: Zionist agent, 
Christian, traitor. And these are some of 
the nicer things. 

But insults rarely find their mark with 
Wahid. A man permanently amidst one 
controversy or another, Wahid sees these 
attacks as no more than the price for buck- 
ing tradition, for arguing with the status 
quo. A complex man with a keen intellect 
and infectious laugh, Wahid, 52, relishes 
being what he is not supposed to be. 

He leads the Nahdlatul Ulama (NU), an 
organisation whose name means "the rise 
of the religious teachers." It is a traditional, 
conservative, rural-based socio-cultural or- 
ganisation of some 25-30 million Muslim 
Indonesians. But he himself is modern in 
outlook, liberal in approach, and very 
much an urban intellectual. In a land of 
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decision by consensus, Wahid, an una- 
bashed individualist, leads by inspiration. 
In a culture that rewards acquiescence to 
authority, Wahid speaks his mind. In a so- 
ciety ruled along authoritarian lines, 
Wahid argues for democracy. At a time of 
nascent Islamic revivalism, Wahid, the sin- 
gle most influential Muslim leader in the 
land, warns the government against help- 
ing Muslims too much. 

Portly and bespectacled, the soft-spoken 
Wahid seems slightly detached from the 
controversies he creates. He plays down 
his influence, saying he is only trying to set 
an example. His admirers, Muslim and 
non-Muslim alike, tell a different story. 
They say Wahid represents Indonesia's 
best hope for political change, for harmo- 
nious relations between faiths, for the mod- 
ernisation of Islam. "He is one of our great- 
est leaders," says Jusuf Wanandi, a Chris- 
tian and an influential intellectual. “This 
country really needs him." 

Wahid's power and protection come 
from the large, amorphous Muslim organi- 
FAR EAS 
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sation he leads, with roots in East Java. 

The beliefs of its members mix freely 
with non-Muslim beliefs, with Javanese 
mysticism, with remnants of the Hindu 
culture that pre-date the arrival of Islam in 
Java. Tolerant and syncretic, it is closely 
associated with Javanese culture. Writing 
in the mid-1950s, the American sociologist 
Clifford Geertz had this to say on the ten- 
sions between Islam and Javanese: "The 
otherness, awfulness, and majesty of God, 
the intense moralism, the rigorous concern 
with doctrine, and the intolerant 
exclusivism which are so much a part of 
Islam are very foreign to the traditional 
outlook of the Javanese." 

In the past, Muslim intellectuals have 
tended to look down on the NU. They think 
of its followers as backward, old-fashioned, 
ill-educated. They are drawn to the other 
main Muslim organisation in Indonesia, 
the Muhammadiyah. Although boasting a 
smaller membership, the Muhammadiyah 
is stronger in the cities and has a more na- 
tional appeal. It is often described as mod- 


12 NOVEMBER 1992 


MEER t UR RR UU RR e t ——————————D 


ernist. In Indonesia "modernism" means 
the opposite of what it does elsewhere. In 
Iran or Egypt, for example, modernists are 
considered less orthodox than traditional- 
ists. In Indonesia, the modernists are more 
devout, more orthodox. 

About 88% of Indonesia's 180-million 
strong population call themselves Muslims 
but how this following breaks down be- 
tween the more tolerant ones and those 
who are more orthodox is anyone's guess. 
The last elections that overtly Muslim par- 
ties contested were in 1955. Then, they got 
less than half the votes. When Indonesian 
Muslims are described as "a majority with 
a minority view," it is orthodox Muslims 
that are being referred to. 

Since President Suharto took power in 
1966, Islam has more or less disappeared 
from the political scene, at least at the par- 
liamentary level. But in recent years, the 
ideas of the Muhammadiyah modernists 
have gained ground. These trends disturb 
Wahid, who decries the "sectarian" im- 
pulses of the "modernists." 

A staunch nationalist, Wahid fears 
the modernists’ attempts to 
strengthen the place of Islam in 
Indonesian society are eating 
away at the glue that holds this 
diverse sprawling archipelago 
together. What's worse, Wahid 
says, is that Suharto’s govern- 
ment, which succeeded after 
great efforts to separate Islam 
from politics in Indonesia, is 
helping this process along. 

Beginning in the late 1980s 
Suharto has made a series of 
concessions to Islamic demands. 
He broadened the reach of 
Islamic courts, he added more 
Islamic content to the national 
curriculum and permitted 
Islamic girls to wear the jilbab 
headscarf at school, he took his 
first haj pilgrimage, he spon- 
sored the establishment of Indo- i 
nesia's first Islamic-style bank [f 
and promoted, in late 1990, the 
creation of the Indonesian Asso- 
ciation of Muslim Intellectuals, 
known as ICMI, its Indonesian acronym. 

There are a number of theories to ex- 
plain Suharto's actions. Some see the woo- 
ing of Muslims as political protection for a 
president concerned about his support 
from within the military. Wahid calls 
Suharto's efforts "pre-emptive strikes 
against potential opponents." Australian 
academic Steven Drakely hypothesises that 
Suharto figures that "having wielded the 
'stick' for a good while, and having elicited 
good behaviour from all but a minuscule 
minority of Muslims, it is time to serve up 
a bit more ‘carrot’ so that the benefits of 
cooperation are as apparent as the conse- 
quences of non-cooperation." 

In October 1990, the weekly 700,000- 
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circulation Monitor magazine published the 
results of a readers popularity poll in 
which the Prophet Mohammad finished 
11th, behind Suharto, folk singer Iwan Fals 
and even Monitor's editor Arswendo 
Atmowiloto, a Christian. Many Muslims 
were outraged. Muslim youths stoned 
Monitor's offices, forcing Arswendo to seek 
refuge with the police. Virtually all Mus- 
lim leaders condemned Arswendo and de- 
manded punishment. 

Information Minister Harmoko, a part 
owner of Monitor, immediately suspended 
the magazine's publishing license. Ars- 
wendo was arrested, convicted of blas- 
phemy and sentenced to five years in jail. 

The Monitor affair had a galvanising ef- 
fect on Wahid. Alone among top Islamic 
leaders, he criticised the mob response to 
the Monitor poll. And he was deeply disap- 
pointed in moderate Islamic intellectuals 
such as Nurcholis Madjid for jumping on 
the mob bandwagon. "It's the duty of in- 
tellectuals to combat pressures to curb free 
speech, not the other way around," Wahid 
said, referring to the Monitor's closing. "It 
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showed me how shallow the roots of de- 
mocracy are in Indonesia.” His position 
outraged Muslim activists. 

Dismayed by the growing influence of 
the modernists, Wahid in April 1991 
agreed to lead the Forum Demokrasi. A 
collection of scientists, lawyers, journalists 
and academics, the Forum's stated goal is 
to spread the word about democratic 
values. But it is more important than it 
seems at first blush. In a society where ci- 
vilian political activity is severely circum- 
scribed, ostensibly non-political groupings 
like ICMI and Forum Demokrasi serve as 
havens for opponents to the ruling estab- 
lishment. 

If nothing else, accepting the leadership 
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of Forum Demokrasi solidified Wahid's 
reputation as a man who thrives amidst 
controversy. By doing so, Wahid also com- 
pleted the journey from little-known Is- 
lamic scholar to a figure of national politi- 
cal prominence. 

Wahid was born in Jombang, East Java 
in 1940 into a family of leading Islamic in- 
tellectuals. His grandfather, Hashim 
Ashari, founded the NU and his father, 
Wahid Hashim, was one of its early lead- 
ers. (Abdurrahman Wahid is probably the 
only Indonesian with two major Jakarta 
roads named after his two direct forebears.) 
It is a pedigree that provides Wahid enor- 
mous clout today. 

Wahid, the first of six children, was 
given a liberal education. He was sent to 
government schools until he was 14. He 
then joined an Islamic school in Yogyakarta 
for four years. He went on to study in Iraq, 
Egypt and Europe. He is a voracious reader 
and a man equally at home discussing po- 
litical philosophy or debating Koranic in- 
terpretation. 

From his diverse background Wahid 
extracts a philosophy of human- 
2 ism and a core belief in man's 


spect for man," he says, "his sub- 
jectivity, his right to decide his 
own fate." Wahid's central intel- 
lectual quest is to reconcile the 
tenets of the Koran with the ide- 
als of humanism. Wahid makes 
no secret of his belief that the po- 
litical system most in tune with 
his world view is democracy. 

When Wahid was thirteen, 
his father died in a car crash. For 
Wahid, who was in the car at the 
time, the event remains both a 
painful memory and an impor- 
tant turning point. After his fa- 
ther died, his mother took on a 
larger role in his upbringing. 
“She gave me,” Wahid says sim- 
ply, “a sense of duty.” 

Wahid, like many Indonesian 
Muslim intellectuals, firmly be- 
lieves Islam must be interpreted 
contextually, that Islam can and 
must absorb modern methods, techniques 
and knowledge if it is to remain a current 
and useful guide to the Muslim life. 

In mid-1990, Wahid took the NU into a 
joint-venture bank with the Summa Bank, 
owned by the Protestant and ethnic 
Chinese Soeryadjaya family. It was a 
vintage Wahid move. “We need to allevi- 
ate fears of Chinese financial networks if 
Muslims are ever going to get the funds 
they need to progress,” he said at the time. 
“The best way is to go into business with 
them.” The move horrified Islamic purists 
on two counts: cooperating with Christian 
Chinese and legitimising the charging of 
interest on bank loans, which many Mus- 
lims feel is a violation of Islamic law. 
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| dignity. “The Koran stresses re- - 
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fare aad support Gan Suharto, Indonesia s 
first no-interest, Islamic-style bank an- 
rounced its opening. Wahid criticised the 
move for pandering to the "Islamic mili- 
tants who propose Islam as the solution to 
the problems of modernisation, to those 
who promote religious differences by ca- 
ering to the fears of Muslims." 
: — Wahid's differences with fellow Islamic 
leaders were flushed into the open most 
plainly by the establishment of ICMI. He is 
ideologically close to several moderates in 
e association. But he worries that it will 
hijacked by its more radical members. 
. Wahid is not alone in this view. Ever 
since Indonesian independence, powerful 
elements of the armed forces have sus- 
.. pected the Islamic community of harbour- 
. ing designs on forming an Islamic state. 
|. Some believe it is these suspicions, more 
than any other factor, that sustains the 
army's antagonism to greater pluralism in 
Indonesia’ S political system. 
|. Although Wahid does not name names, 
_ men like Sri Bintang Pamungas represent 
_ the wing of the Islamic association that 
_ Wahid distrusts. Sri Bintang, who obtained 
... a doctoral degree in economics from Iowa 
-State University in 1984, is a strident critic 
= ofthe government. "The status quo in In- 
* donesia is wrong, politically, economically 
.. and culturally." he says, "It is inevitable 









. that one day there will be a conflict be- | 


Bp tween ICMI and the government." 
Sri Bintang says the government must 
E dö much more to establish Muslims in their 
|. proper place in Indonesian society. He ad- 
— mires Malaysia's New Economic Policy, a 
v 20-year-plan to put 30% of national wealth 
into the hands of indigenous Malays, and 
___ says Indonesia should adopt a similar plan. 
— “Wahid’s clashes with his rivals in the 
Islamic community are likely to get worse. 
, 96, too, are his disagreements with the gov- 
 ernment. One barometer of the prevailing 
. political winds is the recently announced 
"membership list of the MPR, the 1,000-mem- 
-ber assembly that formally chooses a presi- 
dent every five years. ICMI members were 
b by their numbers, Wahid by his 

































! Num d and to y decise his 
riew of Islam as an "inclusive" and demo- 
cratic social force. He expected 2 million to 
how up but less than one tenth that 
imber appeared. Wahid blamed govern- 
ent harassment for the shortfall and de- 


cratic path. | 
: The day after the rally, Wahid wrote a 


the consequences of current government 
policies. If the trend continues, he wrote, 











'unced the government for thwarting his | 
orts to steer Muslims onto a more demo- : 


; els points towards future de- 
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Vietnam at the Crossroads by Michael C 
Williams. Pinter, London. £8.95. 


Among the graffiti seen on the Paris 
Metro is the statement: "Communism, the 
longest road to capitalism," which echoes 
popular sentiment that the great Marxist- 
Leninist experiment has failed. But of the 
handful of "die-hard" countries, Vietnam's 
chances of remaining a socialist republic 
are probably better than most. US eco- 
nomic sanctions aside, Vietnam's interna- 
tional environment has undergone seismic 
changes in recent years, and its domestic 
economic reforms have gained almost uni- 
versal praise. Yet the country remains the 
domain of the communist party, riding out 
the maelstrom of domestic, regional and 
global events. 

Vietnam at the Crossroads provides a co- 
gent analysis of the country's present 
situation and hints at its possible future, 
with or without commu- 
nism. As Michael Williams, a 
BBC senior commentator on 
Asian affairs, points out, a 
key issue is whether Viet- 
nam's current political struc- 
ture "is capable of delivering 
the economic development 
that the country so urgently - 
needs." Recent evidence is 
favourable, whilst Hanoi's 
interest in Singaporean and 
South Korean political mod- 


signs. It should be stressed 
that Western demands for 
political pluralism are prob- 
ably untenable in Vietnam — 
at least at present — since "alternatives" to 
the communist party "do not seem feasi- 
ble." 

Judging from recent events in ex-social- 
ist states, political pluralism in Vietnam 
would probably lead to regional, ethnic, 
religious and ideological tension and even 
conflict. As Williams comments, "the old 
North-South divide is now greater than 
ever, ironically in large part because of the 
success of the economic reforms." Over 
half of all foreign investment is centred on 
Saigon — Ho Chi Minh City seems an in- 
appropriate name these days — and only a 
fifth has pone to the northern half of the 
country. Even if Hanoi chose to retard eco- 


|, nomic reform in the South, it may lack the 
; outreach to do so effectively. 


letter to Suharto in which he warned about | 


Crucially, the Vietnam Communist 


| Party has largely overcome the genera- 
| tional bottleneck that still plagues its « coun- 


“an Islamic state will replace the state we | 
have now.” | "1 


terpart in China. The Sixth Coi gress of 
1986 was a watershed in political and e 
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nomic terms, presaged by the death of Le- 
Duan. At this epochal congress, the party 
dismissed Truong Chinh, Pham Van Dong 
and Le Duc Tho, the surviving fathers of 
the independence struggle. For those who 
still doubt the commitment of Vietnams: 
leaders to genuine reform, Williams re-* 
minds us that Hanoi commenced this pro- 
cess back in 1986, an act "almost without 
precedent in the history of any ruling com- 
munist party." 

But the fragile economy is in danger of 
being undermined by corruption, nepo- 
tism, a parallel economy, North-South di- 
vergencies of wealth and aspirations, and 
so on. "It is very difficult, if not impossible, 
to see these problems being overcome 
without substantial international assist- 
ance," Williams suggests. 

Consequently, Vietnam has rid its for- 
eign policy of nearly all ideological bag- 
gage and dogma, and is making an earnest 
bid to "live with its neigh- 
bours." Improved relations 
with all Western nations — 
including the US — are now 
a top priority. 

The only weakness in 
Vietnam at the Crossroads is its 
brevity on the role of inter- 
national business activity in 
Vietnam. Although detailed 
reference is made to the tan- 
gential exploration activities 
of European oil firms, little is 
said about the capital input 
of Taiwanese, Hongkong 
and South Korean firms, and 
of the discreet ground-work 
being conducted by Japanese 
companies. These factors are at least as 
important for Vietnam's future develop- 
ment as the diplomatic intricacies of “es- 
caping the Cambodian vortex” and the 
twisted relationship with Peking. 

Williams concludes that whilst commu- 
nism in Vietnam has no future, the Viet- 
namese Communist Party may not be 
doomed. Rather, it could evolve into some- 
thing like "the Kuomintang in Taiwan, the 
PAP in Singapore or Golkar in Indonesia, 
models which many Vietnamese talk fa- 
vourably of in private now." In this regard, 
the party's future will depend upon its 
ability to sustain recent economic growth, 
push ahead with market reform (whilst 
maintaining supplies and distribution net- 
works), and prevent popular aspirations 
from exceeding current. living standards. 
No mean feat. W Nick Freeman 


Mr Freeman is a researcher at the University. of. 
Bradford. | 
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Bypass to 
India 


Arrow of the Blue-Skinned God by Jonah 
Blank. Houghton Mifflin, Boston. US$22.95. 


Jonah Blank is a young American jour- 
nalist who spent six months travelling in 
India in 1990, reporting for the Dallas Morn- 
ing News and other newspapers. He visited 
many places, met many people and inter- 
viewed such types as a Punjabi terrorist, 
an Uttar Pradesh washwoman and the 
Maharajah of Jaipur. He has written a 
book. 

In it he takes his accumulated facts, im- 
pressions, conversations and experiences 
and strings them along the narrative thread 
of the Ramayana, the great Sanskrit epic of 
3,500 years ago. Blank tells us that this was 
his original intent, that his aim in reporting 
and writing the book was to follow the 
footsteps of Prince Rama, the epic’s hero. 

It is entirely possible that Blank was 
sending dispatches to the Dallas Morning 
News while looking for Rama in India. This 
conceit, however, is so intrusive as to di- 
minish whatever value the book might 
have. If, instead of telling the story of the 
Ramayana and creating links to it, Blank 
had simply augmented the contents of his 
notebooks, he could have written a useful 
book. As it is, the reader gets dizzy rocket- 
ing back and forth between the India of 
1990 and the India of three millennia ago. 

Rama, an incarnation of the blue- 
skinned god Vishnu, was born in 
Ayodhya, in what is now the North Indian 
state of Bihar. India has recently been 
wracked by a dispute over a mosque built 
in the 16th century on the site revered as 
Rama's birthplace. Exiled from his king- 
dom and in search of his kidnapped wife, 
Rama travelled south from Bihar to the 
Deccan plain, then down through Tamil 
Nadu and over to Sri Lanka. 

Blank actually followed in Rama's foot- 
steps less than a third of the way. Had he 
been tracing Marco Polo's route from Ven- 
ice to China, he would have set out from 
. Lapland, made a side trip to Nairobi and 
skipped a large part of Central Asia. When 
he is unable to make a geographic connec- 
tion to Rama, he finds one in the wealth of 
India's cultural and religious traditions. But 
even here he often has to stretch. 

Rama, for instance, never went to 
Jaipur, but Blank connects him to the Ma- 
harajah by saying, "Of course, filial devo- 
tion was Rama's first virtue. By following 
his own father, the Maharajah is, in fact, 
following Rama himself." Elsewhere, Blank 
found a holy man who whispers Rama's 
name 100,000 times a day. While the reader 
would like to know who's doing the count- 
ing, Blank says only that "the mantra never 











fails to bring him peace." 

On another level, Blank 
seems to have become so 
imbued with the spirit of 
the noble Prince Rama that 
he tends to look at present- 
day India in too romantic a 
light. Having believed the 
ideal Indian to be “a man 
like Rama: pious, brave, a 
duty-driven battler for 
peace and order of his 
world," he regrets finding 
that today's Indian is really 
"a bazaar merchant hag- 
gling over the price of dyed 
broadlooms so he can af- 
ford a new VCR for his color 
television." 

Unlike many of the travellers who 
spend a short time in India, Blank makes 
no attempt to "explain" it. And, unlike 
most Americans who travel there, he likes 
India very much. Actually, he directs his 
most unpleasant remark at a city thou- 
sands of miles away. Describing Calcutta's 





much-admired and spot- 
less underground railway 
system, Blank compares it 
to its New York City coun- 
terpart by saying, "The fare 
is one rupee, a little over a 
nickel, about one twenti- 
eth what it costs to ride 
New York's filthy, unpre- 
dictable, crime-plagued 
sewer.” 

Blank’s reporting from 
India is not as mean-spir- 
ited nor as inaccurate as 
that. But by mixing fact 
and legend and trying to 
relate one to the other in a 
meaningful way, he has 
given us not much more 
than a headache-making muddle. Little 
wonder the publisher did not attempt to 
provide his book with an index. 

m Eleanor Schwartz 


Ms Schwartz, who wrote Time magazine's an- 
nual quiz, is a New York writer. 





Royalty to 
Rangoon 


Journey through Burma in 1936 by H. R. H. 
Prince Damrong Rajanubhab of Thailand. 
River Books, Bangkok. Baht 470. 


During the winter of 1936, the Thai 
Prince Damrong spent four weeks travel- 
ling through Burma. He was then 73 years 
old and had retired from government serv- 
ice, which had included a 23-year tenure 
as minister of the interior and later chair- 
manships of the capital library and Royal 
Academy. His book describes meetings 
with fellow scholars in Rangoon, a visit to 
the capital's Turf Club, a performance of 
popular Burmese musical theatre in 
Paungde and a lively evening with a group 
of Burmese barristers and law students. 

Had these events been related by a vis- 
iting British or Indian scholar, the outcome 
would probably have been rather bland. 
But the fact that the author is Thai makes 
this travelogue unique and intriguing. Un- 
til it first appeared in Thai in 1946, nearly 
all Thai studies of Burma had depicted the 
Burmese as traditional foes. For more than 
three centuries, the two kingdoms had 
been bitter enemies. In 1767 the ancient 
Thai capital, Ayutthaya, had been razed to 
the ground by invading Burmese forces. 

Prince Damrong went beyond histori- 
cal stereotypes and approached Burmese 
society with an open mind. He was de- 
lighted by the similarities between Thai 
and Burmese cuisine, by the survival of 
Thai dance forms in Burma, by the Thai 
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origin of Burmese lacquer-making tech- 
niques and by the popularity of Thai silk. 
The prince's journey was one of discovery: 
he searched for, and found, common his- 
torical and cultural bonds which stretched 
far beyond the obvious observation that 
both countries are Theravada Buddhist. 
His detailed description of the old Royal 
Palace in Mandalay is of special interest 
because these buildings were destroyed in 
World War II. 

In Mandalay, the prince also learnt that 
a section of the city is called Yo-daya ywa, 
the Ayutthaya, or Thai village — which 
partly reflects the Thai influence on Bur- 
mese dance and handicrafts. When the 
Burmese sacked Ayutthaya, they carried 
off entire villages of artisans for resettle- 
ment in Burma. Seen in this light, it is curi- 
ous that the prince did not discuss the op- 
posite trend: Burmese influence on Thai 
culture, which is especially strong in 
Chiang Mai and other northern towns. 
And though Prince Damrong is less preju- 
diced against the Burmese than most other 
Thais of his day, it is significant that many 
of his hosts and guides in Burma were 
Shans, an ethnic minority closely related to 
the Thais. 

It is amusing to note, almost 60 years 
later, Prince Damrong's admiration for 
modern Rangoon, "the third most impor- 
tant maritime trading centre in the Indian 
Empire, after Calcutta and Bombay." His 
description of Burma's advanced political 
system with its functioning democratic in- 
stitutions that Thailand lacked at the time 
is thought-provoking. m Bertil Lintner 


Mr Lintner writes about Burma for the 
REVIEW. 


12 NOVEMBER 1992 


For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
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= | a particular Patek Philippe 
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Deng, helped by his daughter, Deng Nan, greets Standing Committee survivors Li Peng (/eff) and Jiang Zemin. 


Deng by a whisker 


Reformist policies enshrined for ‘100 years 


By Lincoln Kaye 


his time it really looked like a Last Hurrah. At its “mile- 

stone" 14th Congress, the Communist Party of China 

(CPC) set out to enshrine Deng Xiaoping's market-ori- 

ented "reform and opening" policy line "for 100 years" 
and once-and-for-all sweep under the rug the 1989 Tiananmen 
massacre. After the week-long conclave, the 88-year-old patriarch 
himself put in a brief and wobbly appearance at the Great Hall of 
the People. 

Deng has staged Last Hurrahs before, though, at each of the 
previous two quinquennial Party Congresses. Each time he has 
proclaimed liberal policies and anointed his chosen successors. 
And each time, the Dengist dispensation has fallen prey to eco- 
nomic overheating and grassroots agitation for greater democracy. 
Two of Deng's heirs apparent, party secretaries Hu Yaobang and 
Zhao Ziyang, have already succumbed to political ambush by the 
patriarch’s hardline factional foes. 

In a pre-Congress attempt to tidy up the debris of the last such 
debacle, Deng offered hardliners a scapegoat for Tiananmen in 
July. Zhao aide Bao Tong — the highest ranking CPC detainee 
from 1989 — was finally sentenced, after three years' pre-trial 
detention, to seven years imprisonment for "inciting disorder and 
releasing state secrets." : ^ 

As for Zhao himself, the outgoing Polit- 
buro, on the eve of the Congress, let stand 
its 1989 verdict that he had "committed se- 
rious mistakes" by "supporting the tur- 
moil" [CPC jargon for pro-democracy dem- 
onstrations] and "splitting the party." No 
criminal charges would be pressed against 
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him and he was allowed to retain his party membership. 

That settled, Deng concentrated his efforts on getting his latest 
protege, newly named economic tsar Zhu Rongji, on to the all- 
powerful Politburo Standing Committee. To this end, the para- 
mount leader has had to personally hit the hustings all year long. 
Starting in January, Deng made successive electioneering forays 
to the export enclave of Shenzhen across the border from Hong- 
kong, the industrial hub of Shanghai and the model state enter- 
prise Capital Steel Mill. 

In each of these cameo appearances, Deng has touted his 
oxymoronic doctrine of a "socialist market economy." His epi- 
grams have been endlessly replayed in official media as hardline 
editors and propaganda commissars have lost ground under the 
Dengist onslaught led by the retormist Li Ruihuan, the Standing 
Committee's ideology chief. 

Deng still lacks the back-room clout, however, to dislodge the 
1989-legacy duumvirate of Jiang Zemin, the wishy-washy party 
secretary, and Li Peng, the hardline premier. So the patriarch has 
tried to outflank them instead by creating a new economic super- 
ministry as an institutional power base for Zhu. He now heads 
the newly created Economic and Trade Office (ETO), purportedly 
patterned on Japan’s redoubtable Ministry 
of International Trade and Industry. 

In this role Zhu will be charged with 
de-controlling commodity and financial 
markets; steering China’s burgeoning ex- 
port industries through the minefields of 
international trade frictions; rationalising 
sclerotic state industries; clearing debt- 
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chains; quelling deficits; 
muting inflation and install- 
ing a social welfare 'safety 
net.' 

As overseer of the 
economy, Zhu has control 
of the country's hottest 
topic and the only area of 
officially sanctioned dyna- 
mism in fin de siecle China. 
Ever since Tiananmen, 
Deng has become more 
committed than ever to 
propping the crc's flagging 
legitimacy with a neo-au- 
thoritarian social contract: 
the party will deliver boom- 
ing growth and ever-rising 
material living standards in exchange for an indefinite postpone- 
ment of political pluralism. 

To shore up his mandate, Deng proclaimed on his Shenzhen 
tour an acceleration of GDP growth to double digits, nearly twice 
the current Five-Year Plan target of 6% endorsed by Premier Li 
and the hardliners. When Li had the temerity to stick to the earlier 
target in his keynote address to the National People's Congress 
(NPC, China's mock-legislature) in March, Deng forced him to re- 
cant. As it turned out, GDP notched up a 12% increase in 1992, 
according to preliminary figures. 

But this hyped up growth has come at a price. Trade frictions 
loom with Europe, Asian neighbours and — chronically — the 
US. The so-called clearing-up of public sector inter-corporate tri- 
angular debt means that overdue receivables have been "merely 
accounted for, not reduced or paid down — a big difference," 
according to a Peking banker. 

To rationalise state enterprises will entail massive layoffs. 
Worker unrest has already incited factory riots and violence 
against managers. Internal party documents No. 7, issued om the 
eve of the Congress, directs the military to be on the alert against 
more such disturbances. 

Nor is the cash-strapped central government in a position to 
directly take on the burden of housing, feeding and doctoring 
newly unemployed masses. State enterprise staff used to rely for 
such services on their bloated work units. 

As subsidies roll off, prices are bound to rise. Already, inflation 
runs at more than 10% in the 35 biggest cities. Accelerated GDP 
growth has also exacerbated infrastructural bottlenecks and re- 
gional protectionism. 

So Zhu's economic czarship adds up to a position of vast influ- 
ence, but equally immense risk — almost a "mission impossible" 
for the brusque 63-year-old technocrat. If he fails, Zhu could all 
too easily go the way of Zhao. 

Except this time, judging from the look of Deng at his latest 
post-Congress appearance, the patriarch may not be around long 
enough to set up yet another successor. Propped on the arm of his 
daughter Deng Nan, visibly trembling, the paramount leader shuf- 
fled the length of the receiving line of CPC dignitaries, mechani- 
cally waving his one good hand (the other one seemed palsied as 
though by a stroke). At least he proved himself ambulatory. 

That is more than can be said for Deng's factional rivals Chen 
Yun, Wang Zhen, Bo Yibo and Peng Zhen, all octogenarian mem- 
bers of the Eight Immortals, an uneasy coalition of CPC elders who 
came together to assume behind-the-scenes control after Tianan- 
men. 

Two other conservatives Immortals died during the year, Chi- 


Yang and Jiang: one in, one out. 


nese People's Political Consultative Committee (CPPCC) chairman | 


Li Xiannian and founding premier Zhou Enlai's widow Deng 

Yingchao. So Deng seems to be winning the factional fray by 

sheer actuarial staying power — for the moment at least. 
Ironically, the healthiest of the Immortals, President Yang 
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Shangkun, was the most 
conspicuous loser in the 
14th Congress. He was 
obliged to step down from 
the CPC Politburo, as well 
as his first vice-chairman- 
ship of the powerful Cen- 
tral Military Commission 
(CMC). 

His younger  half- 
brother Yang Baibing was 
also forced out as CMC gen- 
eral secretary (though he 
received a Politburo seat as 
a consolation prize). Deng 
had once regarded the 
Yangs as his closest allies. 
But they over-reached in an 
eleventh-hour bid to get Yang Baibing a seat on the all-powerful 
Standing Committee of the Politburo, prompting the patriarch to 
lower the boom. 

Instead, the military will be represented on the Standing Com- 
mittee by Gen. Liu Huaqing, 75, a no-nonsense professional who 
stands for a depoliticised and technically upgraded People's Lib- 
eration Army. After the Congress, the Standing Committee lost 
two members, elderly conservatives Yao Yilin and Song Ping, and 
added three new ones for a total membership of seven. Standing 
Committee holdovers include Jiang, Li Peng, Li Ruihuan and the 
enigmatic chief of CPC discipline, Qiao Shi. 

The composition of the Standing Committee sums up the deli- 
cate equipoise of post-Congress Chinese politics, the diplomat 
notes: "two clear-cut reformists, Zhu and Li Ruihuan; two old- 
style apparatchiks, Jiang and Li Peng; and two wild cards, Hu 
Jintao and Qiao. 

"Plus of course Liu to represent the military, which may be 
depoliticised now but always winds up with the casting vote when 
push comes to shove in China." * 





Qian's damage 


control succeeds 


oreign Minister Qian Qichen finally earned his elevation to 
F the Politburo at the 14th party congress. He eminently de- 

served it. Qian, more than anyone else, deserves credit for 
transforming China from a diplomatic pariah after the 1989 
Tiananmen massacre to a regional super-power in East Asia, a 
crucial “third term” in the Tokyo-Washington equation and a 
Third World champion against a US-dominated New World Or- 
der. 

Qian’s post-1989 “damage control” began by discreetly calling 
in all of China's diplomatic chips — reciprocal state visits and 
favours owed. By late 1991, he had managed to lure to Peking 
such high-profile guests as prime ministers Kaifu of Japan and 
Major of Britain. Even US Secretary of State James Baker came to 
town for three days of Chinese stonewalling on weapons prolif- 
eration, trade and human rights. 

This set the stage for an 11-day six-country tour of Europe and 
the US early this year by premier Li Peng, the dour hardliner most 
closely associated with the massacre. "Getting the West to stom- 
ach Li signals, more than anything else, that Tiananmen is a dead 
letter,” says a Peking-based diplomat. 
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At the same time, Qian hardly neglected his bridge-building 
closer to home in Asia. First he normalised ties with Indonesia 
and Singapore. Then, together with Vietnam, he helped broker a 
"Red solution" to the Cambodian stand-off. In the warm after- 
glow, party-to-party ties were resumed with Hanoi, as well as rail, 
air and road links. 

India, adrift after the demise of its Soviet patrons, rushed into a 
summit with Li as soon as premier Narasimha Rao had formed a 
government in the wake of the traumatic 1991 election. Li wrung 
from Rao an acknowledgment of China's status in Tibet, without 
ceding any reciprocal concessions on Kashmir. 

Lest long-time ally Pakistan get nervous about the overtures to 
New Delhi, President Yang Shangkun visited Islamabad and — 
while he was in the neighbourhood — Teheran. Both visits were 
reciprocated late in 1992, and friendship with both was sealed 
with sale of nuclear and weapons technology, despite US grum- 
bling. 

Fortified with the Muslim goodwill generated by these and 
other arms sales, China felt in a position to formally normalise 
diplomatic ties with Israel early in the year. This met Jerusalem's 
pre-condition for participation in the Madrid round of the Middle 
East peace talks. 

Peking stridently pressed its claims in the South China Sea to 
nearly 800,000 square kilometres worth of lebensraum (or survival 
space, as it was termed in an internal Chinese document obtained 
by the REVIEW). So did the construction of a runway in the Paracel 
islands southeast of Hainan and the acquisition of two dozen 
long-range fighters from Moscow. 

Meeting in February, China’s National People’s Congress (NPC) 
passed a territorial waters law authorising use of “necessary force” 
to prevent encroachments on what it deems its coastal zone. Then 
in May, Peking unilaterally awarded an exploration contract in 
the islands to a US oil company. The South China Sea contains 


document obtained by the REVIEW. 

If China managed to wrong-foot the rest of the world on the 
Spratlys, Peking found itself caught off balance by the newly 
named British governor of Hongkong, Chris Patten. In his inau- 


gural speech to the territory's Legislative Council, Patten proposed | 


a gamut of electoral reforms to dramatically widen the franchise 
in time for the 1995 legislative elections. 

Peking reacted furiously, claiming that Patten’s scheme vio- 
lated the NPC-promulgated Basic Law, or mini-constitution, for 
post-1997 Hongkong. The governor was back-peddling on secret 
understandings allegedly hammered out between Qian and Bri- 
tish Foreign Secretary Douglas Hurd, China claimed. 

Patten denied that any firm understandings had been reached. 
Both sides released the “secret” correspondence in question, which 
turned out to be inconclusive. 

Taiwan received a windfall of fighter aircraft, overriding Chi- 
na's long-standing objections, as a result of US election year poli- 
tics. US president George Bush 
abandoned his usual solicitude 
for Peking and offered Taipei 
160 F16 aircraft, ostensibly in 
order to preserve jobs in Texas. 

Chinese reaction was strik- 
ingly muted right up through 
the US election, with its worri- 
some prospect of a Democrats 
victory. The rhetoric could get 
stiffer after November, though, 
especially if the US sale opens 
the floodgates for other coun- 
tries such as France to cash in 
on the Taiwan munitions mar- 
ket. 

US and Chinese negotiators 
twice went right down to the 
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wire on such issues as intellectual property protection and "struc- 
tural impediments" to trade before arriving at eleventh hour ac- 
commodations. The US Senate narrowly upheld Bush's veto of 
congressionally mandated conditions upon China's most favoured 
nation trading status. But whether a Democrat president would 
veto such conditions in future remained to be seen. 

The Sino-Korean normalisation was expected to result in an 
upsurge in trade and investment between the two countries. Pe- 
king also has moved from a cautious attitude to more enthusiastic 
support for a pet project of Seoul's, the UN-sponsored US$30 
billion Tumen delta development scheme at the three-way border 
between Russia, China and North Korea. 

Attention during the Japanese Emperor Akihito visit focused 
on what sort of language he would use in his official speech to 
mitigate the legacy of Japan's wartime depredations in China. 
Petitioners in China, with tacit government encouragement, had 
called for an outright apology and some reparations. In the end, 
Akihito declared himself "deeply saddened" for the "pain in- 
flicted" upon China by Japan during the "unfortunate" interlude 
of its occupation. m Lincoln Kaye 





INFRASTRUCTURE 


Aims are high. 
funds are low 
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Canton: ambitious plans for railways and bridges. 
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vidence of Peking’s infrastructure construction boom hits 
E the eye as soon as a visitor lands. One passes through the 

newly built Capital International Airport arrival hall and 
immediately plunges into a traffic jam caused by the new express- 
way under construction parallel to the airport road. 

Traffic is further snarled downtown by the underground spur 
line being put in under the main boulevard. But if one is too 
hopelessly ensnared in the bumper-to-bumper gridlock, at least 
one can call ahead on a cellular hook-up. Or else from one of the 
IDD phone booths that are starting to crop up in major public 
places. 

Nor are these amenities just confined to the capital and coastal 
cities. Even in the hinterland and border provinces, infrastructure 
is undergoing a major revamp in line with the officially pro- 
claimed end of China's three-year austerity programme. Infra- 


_ Structure-related central government ministries are enthusiasti- 


cally readjusting their goals for the current Eighth Five-Year Plan 
(1990-95). 

For instance, the Ministry of 
Post and Telecommunications 
(MPT) announced in July that it 
will fulfil by 1995 the target it 
had originally set for the year 
2000: trebling the national tel- 
ephone network from its 1990 
total of 16 million lines to a to- 
tal of 48 million lines on public 
and private telephone ex- 
changes. This would mean an 
annual increase of 28% in ser- 
vice volume and investment. 

Other ambitious Five-Year 
Plan targets include the Rail- 
ways Ministry’s goals of 3,600 
kilometres of double track, 
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. 5,600 km of electrification and new lines totalling 6,100 km. By the 
same token, the Ministry of Communications will build 90,000 km 
of new roads, 90 deep-water docks, 70 mid-level docks, plus 
dredging 3,200 km of inland rivers. 

All this requires lots of money, and the cash-strapped state has 
not got it to spend. The crunch is particularly severe in the railway 
sector. Last year, Rmb 14 billion (US$2.5 billion) of the state budget 
was allocated to railway construction, of which only Rmb 11.5 
billion was actually spent. 

This year, the available funds did not increase at all, though 
the budget jumped to Rmb 17.6 billion, leaving one third of the 
railway budget uncovered. Experts reckoned that state spending 
can build no more than 1,000 km of railway during the current 
Five-Year Plan. 

To bridge part of the gap, the Railways Ministry issued Rmb 2 
billion worth of bonds in August, the first since Liberation. An- 
other ploy is “joint development" of railways, under which local 
governments would be promised a share in management and 
profits in exchange for investment. 

Realising that double-digit economic growth can not be sus- 
tained without compatible infrastructure build-up, the Chinese 
Government has listed transportation, communications and en- 
ergy as the priority industries to receive more state funding. Pe- 
king is also offering tax breaks to increase revenues for infrastruc- 
ture projects. Other measures include issuing bonds and inviting 
foreign investment. 

International response has been 
mixed. So far, most foreign funding 
on infrastructure projects came from 
multilateral lending agencies like the 
World Bank and the Asian Develop- 
ment Bank. Almost half of the World 
Bank's US$12 billion lending to 
China to date has been spent on 
road, railway and power projects. 

Another major source is large bi- 
lateral aid donors like Japan, France 
and Germany. This picture may be 
due for a change soon, as Western 
aid preferences shift away from in- 
frastructure towards environmental 
protection and “human develop- 
ment" programmes. 

Infrastructure projects, particu- 
larly those which can generate quick 
returns on their own, such as tele- 
phone networks, will receive less and less aid money. For instance 
France, whose export prospects in China might suffer due to its 
planned arms sales to Taiwan, has decided not to allocate any 
funding next year for telecommunications projects in its bilateral 
soft loan protocol with Peking. 

Western commercial banks have always steered clear of infra- 
structure lending due to China's lack of adequate laws and the 
long-term risk of investing in large-scale projects. The Chinese 
Government and end users, for their part, have been reluctant to 
. take on high-interest commercial debt now that they have been 
spoiled with soft loans. 

Overseas Chinese money has emerged in recent years to take 
up some of the slack. Guangdong province has been the biggest 
beneficiary, due to its proximity to Hongkong and its far-flung 
diaspora. Instead of relying solely on state budget allocations and 
foreign soft loans, Canton has been more willing to adopt free 
market mechanisms in its rapid infrastructural development. 

In addition to raising money locally, Canton has, since 1986 
issued US$343 million of infrastructure-related bonds in the finan- 
cial markets of Hongkong, Tokyo and London. The provincial 
government has also pioneered the concept of joint management 
of infrastructure projects with local authorities. 

Hongkong Chinese business leaders — those of whom have 
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Phone network trebled ahead of schedule. 






decided to remain after 1997 — are bullish on mainland infra- 
structure investments. They view it as an insurance policy on the 
continued prosperity of southern China, on which Hongkong's 
own prospects depend. Investors include such heavyweights as Li 
Ka-shing, Gordon Wu and the Pao family of Wharf Holdings. 

Wu's Hopewell Holdings is building both power plants and 
roads in Canton. Large European manufacturers such as GEC- 
Alsthom and ABB have won contracts to provide turbine genera- 
tors and combustion engineering to Wu's power plants there. 

Wu is joining forces with Li in his investment effort in south- 
ern China. Meanwhile, Li's own Hutchison Whampoa is upgrad- 
ing Shanghai port. Wharf Holdings' railway project not only links 
Hongkong with Canton, but goes as far into the hinterland as 
Wuhan, a major industrial city on the Yangtze River. 

More than 16 cities, including Nanjing, Shenzhen, Qingdao 
and Chongqing are planning to build urban underground sys- 
tems, bringing the total length to 400 km. Foreign firms have been 
involved in building underground systems in Canton city and 
Shanghai under soft loans financing from their governments. 

For instance, US$300 million will be used to purchase equip- 
ment from France, half of which will go to Alsthom for locomo- 
tives, with the remainder earmarked for signalling systems, com- 
munication equipment and ticketing machinery from smaller 
French contractors. AEG will provide locomotives and other equip- 
ment for Shanghai's 15-km underground system in Shanghai. 

Such big ticket items are the 
province of large foreign conglom- 
erates which dominate supply of 
heavy machinery and key raw ma- 
terials like rolled steel. But even 
smaller foreign firms can provide 
services in such "soft" areas as con- 
sultancy and project management. 

Infrastructural development is 
also key to China's stated aim of 
stepping up cooperation between 
border provinces and neighbouring 
countries. A bridge connecting the 
Siberian city of Blagoveshchensk 
with Heihe in Heilongjiang is to be 
completed in 1994. 

For all the signs of an infrastruc- 
ture boom, however, some doubts 
remain about how far or how fast it 
can go. For one thing, some top 
policymakers remain uneasy with 
some of the political ramifications of increased social mobility and 
integration of China into the rest of the world. Then, too, increased 
transportation will cause environmental degradation and put 
more pressure on China's limited energy reserves. 

Infrastructural development also has to compete for funding 
with other key economic sectors like agriculture and resuscitation 
of state industries. Nor can infrastructural projects readily fund 
themselves due to the low returns offered by state-subsidised 
transport fees. Yet fares cannot be raised much without drastically 
boosting the cost-of-living of the populace. And meanwhile, costs 
of raw materials and other inputs are rising far faster than the 
returns on infrastructural projects. Even in Canton, infrastructure 
development lags well behind GDP growth. 

To compound the problems, the infrastructure-related minis- 
tries themselves are structured as huge monopolies, conservative 
by nature and by inheritance. Created in the 1950s and following 
the Soviet model, they regard themselves as vital to the national 
economy and security. 

Their bureaucracies have become unwieldy over the years, and 
more resistant to change. For instance, Railway Ministry officials 
stoutly deny that railroads are suitable for incorporation as joint- 
stock companies. And the MPT is unwilling to relinquish any of its 
exclusive franchise to operate the country's telephone network. a 
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It’s all go in 
the south 


By Carl Goldstein 


hen Deng Xiaoping launch- 

ed his celebrated January 

tour of Guangdong s Shen- 
zhen special economic zone and other 
southern hotspots — holding them 
up as models for the whole nation — 
he was simply reinforcing a point that 
many ordinary people in other parts 
of the country already knew. Cer- 
tainly Wang Caihong did not need to 
see China's most famous octogenar- 
ian tottering through factories and 
shopping centres to get the message. 

The 29-year-old factory worker 
had come from Hunan province, im- 
mediately to the north of Guang- 
dong, a year earlier in search of work. 
By the simple expedient of paying 
Rmb 200 (US$36) to a guard man- 
ning the internal immigration check- 
point at Shenzhen's northern border, 
Wang was able to buy his way into 
Shenzhen. There he found a job in a 
Hongkong-owned electronics factory paying Rmb 700 a month, 
about twice what he could expect to get at home. 

There are many like Wang. Factory workers, hotel busboys, 
prostitutes and masseuses — and budding stockmarket specula- 
tors — are pouring into Shenzhen. Of Shenzhen's population of 
2.5 million people, only 700,000 are legally resident. The picture is 
similar in Zhuhai, just across the border from the Portuguese 
colony of Macau. In fact, Guangdong as a whole has become a 
lodestar for China's vast floating population. 

It has not been all sweetness and light in the south. Growing 
economic disparities both within Guangdong itself, and between 
the province and interior part of China, threaten to produce social 
and political instability in the future. The stockmarkets’ frenzy 
sweeping China resulted in total chaos in August when millions 
of would-be investors, forced to queue in the streets for hours in 
hopes of scoring an application to buy shares, rioted amid allega- 
tions of corruption and favouritism in the distribution of purchase 
forms. The riots raised fears that conservatives in the Peking lead- 
ership might seize the opportunity to rein in the stockmarkets 
experiment in both Shenzhen and Shanghai. 

But in the event, Peking evidently decided that it had too much 
at stake to risk throttling the infant markets. Listing state enter- 
prises is looked upon as a key method of reforming the ailing 
state sector and getting companies off the dole. 

On the whole, however, most economic indicators point up- 
ward for Guangdong. Industrial output surged by 27% through 
the first seven months of the year, compared to a year earlier. 
Exports amounted to Rmb 41 billion for the same period, up 30% 
from the previous year. GDP rose by 14%. 

A major factor in the boom has been the surge in foreign in- 
vestment. The State Statistical Bureau said that utilised foreign 
funds in the first half of the year totalled US$1.9 billion, up sharply 
from last year, while approved foreign investment reached US$6.5 
billion. Guangdong has also taken over in the last year as the 
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Stockmarket frenzy in Shenzhen gets out of control. 
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largest recipient of Taiwan capital. The provincial committee on 
foreign economic relations and trade said that cumulative invest- 
ment from Taiwanese investors reached US$1.5 billion at mid- 

ear. 
Fujian had been the earliest haven for Taiwanese businessmen 
fleeing their home island's rising labour and land costs. Exploiting 
dialect ties and ancestral origins, many businessmen cut sweet 
deals with local officials in towns like Guangzhou, Xiamen and 
Putian. But the inconvenience of the overcrowded flights between 
Taiwan and Hongkong, and the even more heavily overbooked 
flights to Xiamen or Fuzhou has taken a toll. Increasingly, the 
same attractions the Pearl River delta 
region holds for Hongkong business- 


their Taiwanese compatriots. 

Rising prosperity in Guangdong 
has made the province an attractive 
target for many Western companies. 
Average annual wages of Rmb 4,000 
in Guangzhou translate into sufficient 
buying power to attract firms rang- 
ing from Procter & Gamble to Ken- 
tucky Fried Chicken. The Thai-based 
agribusiness giant Charoen Phok- 
phand plans to go beyond its pyre 
extensive chicken farming and feed- 
milling operations in China to build 
department stores and residential 
housing complexes in Guangzhou. 

Another side-effect of Guang- 
dong's rapid development has been 
to speed the economic integration of 
Hongkong and Guangdong. The bor- 
der itself between the colony and 
Shenzhen shows signs of disappear- 
ing completely by the time the actual transfer of sovereignty oc- 
curs in 1997, with the line of control to be moved north of the 
zone. When Gordon Wu's highway to Canton is completed, prob- 
ably by late 1993, driving time from Shenzhen to the provincial 
capital will be cut from four hours to 90 minutes. 

Some 3 million workers in Guangdong labour in workshops 
owned or controlled by Hongkong companies. This is a phenom- 
enon that has been gathering speed for almost 10 years. But just in 
the last year, the property market of southern China has virtually 
become an extension of Hongkong's own, though opinions vary 
as to whether buying a flat across the border brings exposure to a 
speculative bubble in the making, or is a solid investment in a 
market that can only go up. 

For working class or even middle-class people in Hongkong, 
the motivation for buying a flat across the border is clear: prices in 
the colony have risen to the point where many cannot afford to 
buy anything bigger than a postage stamp. Thus many have be- 
come easy prey for ads touting residential property across the 
border in Shenzhen, Canton, or county towns in the Pearl Delta 
region. The first legal disputes are already occurring, as buyers in 
some cases have found they bought from companies that did not 
legally control the land. In other cases, buyers have been hit with 
steep fees and premiums levied after purchase agreements were 
already executed. 

Driving the rapid changes in south China's property market 
has been a new development in the continuing experiment dub- 
bed by the Chinese leadership: "Socialism with Chinese character- 
istics.” This is the concept of land-use rights, whereby local gov- 
ernments may sell 50- and 70-year leaseholds on land that re- 
mains the property of the state. This is actually similar to Hong- 
kong’s long-standing practice, except here it is the Crown which 
retains ownership of the property. The similarity, however, has 
made Hongkong buyers more comfortable about completing land 
deals in China. a 
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^w hina’s economic reformers, in the 
. ,'ascendancy at the recently con- 
t : p cluded 14th communist party con- 
(OW gress, are launching an ambitious 
| effort to overhaul the country’s hidebound 
energy sector. After years of tentative ef- 
... forts to reform the highly subsidised sec- 
_ tor, the price of crude oil will triple in Janu- 
. ary, to bring it more into line with interna- 
. tional rates. | 
< Top officials of China National Petro- 
chemical Corp: (known as Sinopec) dis- 
_ closed the policy change to a foreign 
energy consultant who visited Peking in 
- late October, though it has not yet been 
ade public. Wang Yiting, vice-president 
of the Guangdong Petroleum and Chemi- 





In an as-yet unpublished policy move, Peking is set to triple the price of 
oil in January. The decision to slash energy subsidies will put loss- 
making enterprises under further pressure. 


cal I dustry Bureau, confirmed to the RE- - 
that directives concerning the price 
ied to provincial officials. _ 


much. higher oil prices. Inflationary. pres-. 
sures will be felt in the economy as a 


whole, while loss-making state industries 
will become even less viable. These belea- 
guered enterprises are already suffering 


from low productivity and are carrying 


huge stockpiles of shoddy goods no one 
wants to buy. 

Whatever the immediate pain, the oil 
price increase can be seen as a step towards 
the building of China's “socialist market 
economy." While no one seems quite sure 


what this phrase means, it became an offi-. 
cial goal when it was enshrined in the party _ 


constitution at the 14th congress. 


China's commodity pricing structure is 
regarded as one of weakest aspects of its 
economy. Despite rapid growth since 1980, 
_the economy remains hobbled by the inef- 
ficient use of resources as a result of a dou- 
—ble-track. pricing system i ina arange of = on interi 
commodities. _ X rs | 
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sidised rate under a national allocation 
plan, while a smaller (but faster growing) 
portion of domestic output is permitted to 
float at prices close to international levels. 

From 1972-88 subsidised oil was distri- 
buted at Rmb 100 a tonne, equivalent to an 
average price of US$6.60 a barrel at the 


exchange rate prevailing for most of that 


period. By the beginning of this year, it had 
been increased to Rmb 200 a tonne, or 
slightly more than US$5 a barrel at the cur- 
rent exchange rate. In effect, the price of 


China's oil in real terms has been dropping 
for more than two decades. 


From January, however, the era of 
cheap oil will end with a bang. Subsidised 


oil will cost Rmb 650 a tonne, or US$16.30 


à barrel. This will bring 100 million tonnes, 


out of total annual output of 140 million 


tonnes, within a ball-park range of non- 
subsidised oil, which is currently selling at 


about Rmb 870 a i tonne, or U5$21.90 a bar- 
rel. | 
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wo. or three ye 
‘could handle high ii 
was reflected in a d nounced on 
1 September, that a itside the na- 
tional allocation plan would be freed of 
state control, as part of a wider liber- 
alisation of pricing for 14 key commodi- 
ties. 

Before then, crude oil and refined oil 
products outside the quota had still re- 
mained subject to bureaucratic control, 
though they sold for much higher prices. 
The September decision allowed China's 
oil producers — either the state body China 
National Petroleum Corp. (CNPC) or indi- 
vidual oil field. administrations — and re- 
finers to sell the rest of their oil at whatever 
price the market would bear. 

Chinese planners hope that shock 
treatment on oil pricing will achieve a 
number of policy goals. One is to reduce 
the waste of energy resources. Another is 
to give greater weight in the sector to 
market forces rather than administrative 
powers. 

Á key aim of the pricing reform is to 
pump funds into China's cash-starved oil 
producers. CNPC, which was set up in 1985 
as the successor to a reorganised Ministry 
of Petroleum, has been losing as much as 
Rmb 6 billion a year since its inception, 
though last year its loss declined to Rmb 4 
billion. 
<- Besides the drain on the state coffers, 
these losses have squeezed the money 
available for oil exploration and even for 
maximising output from existing fields. As 
à result, onshore crude oil production has 
stagnated since 1985, even as consumption 
of refined oil products grew by 7% a year. 

Developments in China's offshore oil 
sector have not fulfilled expectations. 
Barring unexpected major finds, offshore 
production will do well to reach 100,000 
barrels a day by 1995, against total pro- 
duction of nearly 3 million barrels, ac- 
cording to projections by the East-West 
Centre. 

CNPFC's cash crisis has delayed progress 
in exploiting China's massive reserves in 
the remote northwestern Tarim Basin. Chi- 
nese geologists estimate the region may 
hold as much as 130 billion barrels. If even 



















a tenth of that could be viably recovered, it 





would be the biggest find worldwide since 


Alaska's Prudhoe Bay in the late 1960s. 

Another drag on CNPC’s financial health 
has been the need to employ expensive 
enhanced-recovery techniques to maintain 
yields at the ageing Daqing oil field in the 
northeastern province of Heilongjiang 
province. The same is true of other major 
fields in northern China. 

Within the oil industry, the economic 
impact of raising crude prices will be 
mixed. CNPC will become profitable virtu- 
ally overnight. Perhaps the biggest loser 
will be Sinopec, the largest refiner in China, 
accounting for some 85% of total capacity 
of 3 million barrels a day. Sinopec was the 
main. beneficiary of a system that ensured 





artificially low crude prices and relatively 


high prices for refined products. 
"China historically chose to keep refin- 
ing margins very high by international 
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standards to ensure sufficient capital flow 
into building up refinery capacity," says 
Patrick Cheung, an oil-industry consultant 
at McKinsey & Co. in Hongkong. He says 
margins averaged US$10-15 a barrel, com- 
pared with the US$3 a barrel that would 
be considered a healthy profit for a US re- 
finer. 

The amount of oil products that refiners 
were required to sell at the low, subsidised 
price has been held more or less static since 
1983. Demand above that level has been 
met at the higher, state-set price. 

Sharply higher oil prices will be less in- 
flationary than they would be in many 
other countries. One reason is that prices 
for refined oil products were already rela- 
tively high. Petrol, for example, sells for a 
retail equivalent of US$45 a barrel, higher 
than average US prices, though lower than 
those of Japan and Europe. More crucially, 
oil accounts for only 17% of China's en- 
ergy. consumption. In the US, by contrast, 
the figure is 40-45%. 
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76% of energy consumption, a proportio: 
that will grow as old oil-burning pow 
plants are phased out in favour of co 
burners. (Hydropower and natural gas ac 
count for the remainder of the countr 
energy consumption.) Analysts say that: 
importance of coal — and the fact that i 
more expensive to import than oil — 
likely to make price reform of this. fue 
slow and cautious process. 

China's substantial imports of crude oi 
in recent years — the daily average for | 
year was 124,000 barrels, or 6% of co 
sumption — promise to prevent dom 
prices from becoming too skewed agai 
international levels. Without the compe 
tion from these overseas suppliers, domes 
tic marketers in China might be tempted to 
respond to the pricing liberalisation initia 
tive by pushing up prices. 

In the short term, the overhaul of oil. 
prices will shift subsidies within the 
economy. Some state enterprises will come 
under new pressure as they cope with the 
higher prices. v 

Wang, of the Guangdong petroleur 
bureau, says he hopes the impact on stat 
enterprises could be lessened by soft loans. 
from state banks, rather than by increasing. 
the direct subsidies received by manyen- 
terprises. But it appears that the state will 
have to bear some of the higher cost. 

Fu Puyuan, plant director of the profit- 
able tyre-maker, Guangzhou No. 1 Rubber: 
Factory, says: “If they want me to pay Rmb. 
600 a tonne for fuel oil to run my boilers, 
instead of the Rmb 300 I pay now, it will: 
mean that the [provincial petroleum and 
chemical industry] bureau will have to. 
make up the difference.” Fu says there is 
no margin in his budget for such unfore-. 
seen expenses. z 

Wang says one option is to raise the. 
permitted level of debts between state en- 
terprises. Efforts to rationalise state enter- 
prises efforts in recent years have included. 
the introduction of limits on how muc 
state-owned factories were allowed to ow 
each other. 

Price reform will make the Chiné ; 
market even more attractive for foreign oi 
companies, which have already been ea 
gerly looking for opportunities in both re- 
tailing and refining. "These changes are 
welcome to practitioners of free enterprise 
because there will be less distortion in the: 
market," says a Hongkong-based executiv Y 
of a multinational oil company. 

Esso, a subsidiary of US energy gian 
Exxon, became in the early 1980s the first. 
foreign oil firm to open a petrol service sta- 
tion in the Shenzhen special economic 
zone. The company now has five, includ. 
ing one in nearby Zhuhai, while the Ro 
Dutch/Shell group, Caltex and Mobil hav 
each opened similar numbers of stations 
the Shenzhen zone. 

But the new pricing policy will not: lea 




























































































ector of Shell in China and Hongkong, 

ays that the pricing changes will not di- 
rectly affect the prospects of his company's 
joint venture. The venture had already 
planned to sell its products at close to in- 
ternational prices. 
~ Shell last year signed a letter of intent 
with its Chinese partners to build a refin- 
ery and petrochemical complex near 
Huizhou, Guangdong province, that could 
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completion it in 1999. China's offshore oil 
will be a major source of input for the Shell 
refinery, if it goes ahead, and it has already | 
been agreed that this oil will be priced at. 


international levels. 

The Shell plan also calls for a network 
of about 30 petrol service stations to be es- 
tablished around the Pearl Delta region of 
Guangdong. But sources say the project 
has been stymied because of the venality 
of local officials who control access to the 
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India addresses energy crunch on all fronts 













id By ! Hamish McDonald in Surat 





rosperity is returning to Surat, on 
the northwest coast of India, 150 
5 years after its fortunes were eclipsed 
_ by Bombay to the south. 
-< During Surat's heyday, English, Dutch 
|. and Portuguese galleons queued up at the 
^. mouth of the Tapti River to pick up textiles 
_ sand spices. Now, galleons have given way 
to special barges that carry ethylene at tem- 
peratures of minus 100 degrees Celsius to 
a petrochemical plant. Gas from offshore 
fields is being piped to a power station and 
a fertiliser plant. Trains carrying chemicals 
run along rail spurs, and the pitted roads 
. are crowded with lorries. 5mart, new 
apartment blocks are rising on what was 
once farmland. 
It is a scene that could be repeated else- 
- where on India's coast — with one huge 
proviso. The country must first boost its 
power supplies. If not, even the new in- 
dustrialisation along India's northwest 
coast could be strangled in its infancy. 
-. In response to the energy crunch, India 
is throwing open a host of opportunities 
for private firms in areas that were previ- 
-ously off-limits to all but the public sector. 
Oil and gas fields are being opened to out- 
iders, experimental cuts in coal tariffs are 
being introduced, and foreigners are being 
nvited to participate in power generation. 
All these measures have been introduced 
‘in the past 12 months. 
.. Better late than never. Power output 
from the 70,000 megawatts of India’s in- 
talled capacity is 10% below demand, 
causing frequent blackouts and obliging 
‘industries to run their own stand-by gen- 
-erators. Domestic oil output has fallen from 
peak of 34 million tonnes in 1989, to an 



























































Within five years, demand is ex Jec 





inad 29 million tonnes: for the fiscal 
year that began in April, against current 
annual demand of 60 million. tonnes. | 


rise by a third. 

Gas supplies are another problem. Cur- 
rent output of liquefied petroleum gas is 
18 billion cubic metres a year and meets 
only 56% of estimated potential demand. 
The result: more than 3 million households 
are waiting for entitlements to use bottled 
cooking gas. Power utilities and companies 
are fighting for allocations from the 1,700- 
kilometre gas pipeline that runs from Surat 
to central India. 

In August, New Delhi announced that 
43 oil and gas fields would be opened for 
exploitation by foreign and local com- 
panies. They may either team up as major- 
ity partners with one of the two state oil 
explorers, the Oil and Natural Gas Com- 
mission and Oil India, or operate their own 
production-sharing contracts with the gov- 
ernment. 

These fields include the Mukta and 
Panna fields located 95 km west of Bom- 
iA each with reserves estimated i in excess 


India needs fuel l 












— The failure of- the provincial adminis- 
tration to intervene on Shell's behalf — at 
least so far — reflects the ambivalence 
within China on the role of foreigners in 
the oil industry. "As a matter of policy, we 
don't want to let foreign companies get 
into oil retailing," says the petroleum bu- 
reau's Wang. "But we can make exceptions 
when they are making a large investment. 
in needed refining or pne facili- 
ties.” u 


of 1 billion barrels of oil. There are five 
other fields up for bidding with reserves of 
175-450 million barrels. The Mid Tapti and 
South Tapti offshore fields near Surat con- 
tain an estimated 67 billion cubic metres of 
gas — equivalent to nearly four years of 
India's current production. 

The prospects are whetting business- 
men's appetites. "These fields are sitting 
off states that are screaming for gas and 
fighting to stop it being piped into north- 
ern India," one foreign oil executive says. 
"You could make a lot of money from 
some of them." 

The invitation to bid has brought inter- 
est from a host of foreign oil companies, 
ranging from multinationals like Shell, To- 
tal and Amoco to small explorers like Aus- 
tralia's Hadson Energy and Command Pe- 
troleum. Some Indian business groups, in- 
cluding Tata Electric and Reliance Indus- 
tries, are also looking at the prospects. 

The government is also gradually open- 
ing India’s market for thermal coal, cur- 
rently protected by a prohibitive 85% tariff 
on imports. The decision follows sustained 
lobbying by power utilities in southern and 
western India, which say they can no 
longer rely entirely on domestic coal from 
nationalised mines. Indian thermal coal has 
a high ash content averaging 40%, com- 
pared with less than 10% for most interna- 
tionally traded coal. Coal shipments take 
three weeks to reach Tamil Nadu from the 
eastern coalfields of Bihar and West Ben- 
gal. By contrast, a shipment from Indone- 
sia or Australia could reach Madras within 
10 days. 

For the year that began on 1 October, 
New Delhi has granted a one-time 30% 
duty rate to the Tamil Nadu Electricity 
Board to import 2 million tonnes of ther- 
mal coal, and to the Karnataka Electricity 
Board for imports of 1 million tonnes. The 
Tamil Nadu board's chairman, N. Hari 
Bhaskar, hopes this will evolve into a per- 
manent arrangement. "This is the begin- 
ning," he says. 

Tata Electric, one of the few private-sec- 
tor power companies which altogether pro- 


- duce about 6% of Indian electricity, has 
also received clearance to import coal at a 
reduced rate of tariff. Tata says it will be 
allowed. to -import:¢ a ‘trial openi of 
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research, extensive quantification 
and detailed charting, as well as 
massive information gathering, to 
foresee the winds of change. We have 
been doing that for 5 years, and now 
cover 11 different Asian equity markets. 


And we'd like to thank you " 
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for all our success as 
we celebrate our fifth 
anniversary. 
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its 1,350-MW power station in Bombay. 

India is also inviting foreigners to par- 
ticipate in power generation itself. The gov- 
ernment now allows foreign companies to 
build and operate power plants, sell elec- 
tricity in bulk to state electricity boards or 
directly to industrial consumers at tariffs 
that guarantee a 16% profit margin. Pro- 
posals have been received for projects to- 
talling 12,500 MW, costing over US$12 
billion. 

But the sticking point so far is the poor 
payment record of the state power authori- 
ties, which have massive arrears on their 
debts to the central government. New 
Delhi has been reluctant to extend any pay- 
ment guarantees to them because the con- 
tingent liabilities could worsen India's in- 
ternational credit rating. 

The urgency of the energy problem is 
sidelining possible objections about the bal- 
ance-of-payments effects of increased fuel 
imports for power generation, or the even- 
tual repayment problems posed when for- 
eign investors repatriate profits. It is ac- 
cepted that India will be a net energy im- 
porter even if domestic oil output re- 
bounds. The same goes for petrochemical 
feedstocks — Indian policymakers look to 
increasing import-substitution to satisfy the 
huge potential demand for plastics. But 
without more electricity, naphtha and gas, 
places like Surat will remain backwaters. = 





Spreading 
the word 


A Western import 
meets Asian tradition 


By Freddie Balfour in Hongkong - 


wo years ago, James Chow was 

driving along a highway near Dal- 

las, Texas. "Do you smell that hor- 
rible gasoline odour?" he asked his wife. 
Startled, she told him the road had stunk 
for years. Suddenly, realisation dawned. 
"My God, I can smell!" exclaimed Chow, a 
longtime sufferer from blocked sinuses. 

That, as the 70-year-old Chow tells it, 
was the day he became convinced of the 
powers of Barleygreen, a health supple- 
ment he had been drinking for the previ- 
ous two months. 

Petrol wasn't the only thing Chow 
sniffed that day. Smelling a lucrative busi- 
ness opportunity, he signed on as a 
Barleygreen distributor. Thus began the 
coals-to-Newcastle story of how an Ameri- 
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can-produced "new age" health product 
made a successful debut in one of Asia's 
most affluent markets for herbal medicines 
— Hongkong. 

It's a story that raises some intriguing 
questions about salesmanship, not to 
mention Asian beliefs in traditional rem- 
edies. 

But first, what is Barleygreen? The 
bright green powder, produced in Califor- 
nia by a company called American Image 
Marketing, is made from the freeze-dried 
juice of young barley shoots mixed with 
seaweed and brown rice. Stirred into a 
glass of water, it makes a drink rich in vita- 
mins and the plant extract, chlorophyll. 

What does it do? Well, just about any- 
thing you can think of. Despite the fact that 
its producers make absolutely no claims 
about its medicinal properties, Barleygreen 
has won more than a million converts in 
North America since it was introduced 
there 10 years ago. Now, thanks to Chow, 
it is fast catching on in Hongkong, too. 

That could mean Barleygreen has a lu- 
crative future. Hongkongers spend about 
HKS2 billion (US$256 million) a year on 
potions that range from herbal drinks that 
cure convulsions to deer antlers that boost 
virility. A single root of health-giving rare 
wild Chinese ginseng can command up to 
HK$150,000. 

The keys to Barleygreen’s success are 
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"network" distribution and, for the most 

, word-of-mouth promotion. “To pro- 
mote it, you have to drink it yourself,” says 
(Chow. “And as soon as you feel the differ- 
ence, you say it is wonderful and use your 
experience to sell." 

The "differences" can be many and var- 
fied. Some say it improves respiration, oth- 
ers that it gives them new strength, or 
clears the skin. All these claims are medi- 
cally untested. "People don't care about 
clinical trials, they use it because it works. 
Thats how Chinese medicine has 
evolved,” says Nancy Bekhor, who sells 
Barleygreen at the Vital Life Centre, a new- 
iage clinic in Hongkong of which she is gen- 
eral director. 

Shanghai-born Chow has been quick to 
exploit the opportunity since moving back 
to Hongkong, his former home, in 1991. 
He had first arrived in the colony 30 years 
earlier, hidden in a sampan, and went on 
to make a living selling everything from 
elevators to antiques. Despite later moving 
to the US, where he lived for 10 years, he 
maintained many of his friendships. 

Since his return, he has built up a net- 
work of more than 50 distributors. Each 
pays US$12 to join and is obliged to make 
at least one purchase of 12 seven-ounce jars 
(a two-year supply for one person) at a 
cost-price of HK$2,800. AII distributors are 
— to sign up other sellers, with 








Chow: word-of-mouth promotion. 


the opportunity to earn commissions on 
those new distributors' sales. Thus, as the 
network expands, those higher up the lad- 
der receive compounded commissions. 

American Image Marketing's policy 
prevents Chow from disclosing sales. But 
his position on the ladder suggests he has 
already spawned three generations of sell- 
ers who are doing a brisk business of more 
than 1,500 jars a month. At a retail price of 
HK$400 a jar, that's equivalent to annual 
sales of HKS7.2 million. 

Unlike traditional herbal medicines, 
which are often sold wrapped in paper in 
dingy and pungent apothecary shops, 





Talk about quick thinking. Sure, we were the 
first East Coast port to implement hand-held yard 
computers. Now we've upgraded our innovative 
container tracking system with the speed of light 


efficiency of fiber optics. 


Of course, The Ports of Virginia have always 
been built for speed. Our current $400 million 
expansion offers ample proof of that. It will effec- 


tively double the size of Norfolk International 


Terminals by adding some 
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Barleygreen comes in eye-grabbing green 


packaging. Several distributors sell through 
retail outlets. But in keeping with company 
policy, no credit terms are available — thus 
ensuring that vendors move their stock, 
And all the while, the sales pitch leaves the 
question of Barleygreen’s benefits to the 
buyer’ s interpretation. 

“It's a smart way to market," says 
Wesley Shui, a Hongkong cancer special- 
ist, several of whose patients take 
Barleygreen. "Until somebody does some 
scientific testing, no one can say that this 
stuff works," he says. "You could probably 
get the same vitamins by eating lots of 
broccoli and spinach." 

Barleygreen is not the first foreign pro- 
duct to be sold in Hongkong through net- 
work marketing. Nu Skin, a US maker of 
skin creams, hair restoratives and health 
drinks, has reportedly signed up 17,000 
sales agents since launching its products in 
the colony a year ago. And US-based, 
Amway International, the granddaddy of 
network marketing, has a long-established 
presence in Hongkong and China. 

But whereas these schemes tend to 
stress the opportunities for profit, the 
Barleygreen approach is decidedly soft-sell. 
“My motive is to promote health, not 
profit,” says Patrick Yeung, a Barleygreen 
seller who is also a trained acupuncturist. 
“My attitude is it works for me and it may 
work for you.” Li 








4,500 feet of berthing space. Faster still, we've 
combined our on-site rail yard with double-stack 
high cube service to Midwest markets. 

You probably sense the pattern around 


here. Some ports can claim they have bits and 
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pieces of a better system. At The Ports of Virginia 
we put it all together. And that makes getting in 
and out of all our terminals faster and poe 


7 The Ports of Virginia 
Gateway To edes e 


Virginia Port Authority. 600 World Trade Center. Norfolk, VA 23510 
USA (B04) 683-8000. Korea: (822) 739-6248 
Hong Kong. (852) 5255313. Japan: (813) 508-2750 
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Sunshine Hotel 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Sunshine Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 


Sunshine Hotel 
Jiabin Road, Shenzhen, China 
Tel: 233888 Fax: 226719 











ECONOMIC MONITOR: SOUTH 





KOREA 


Election impact 


ome relief may be in sight for South 
Korea's highly geared companies as 
interest rates fall. On the macro 
front, too, there is some good news, 
with a sharp shrinkage of the trade deficit. 
But both trends may hide some worrying 
developments caused by a government-in- 
duced slowdown of the economy. 

By late October, yields on three-year 
corporate bonds (the local cost-of-funds 
indicator) had fallen to 13%, compared 
with nearly 17% in June and 20% in De- 





_ cember. Interest rates on commercial bank 


lending have dropped by roughly the 
same margins. The interest-rate falls will 
help the many companies whose profit 
growth this year has been stymied by high 
debt-service costs. 

Because rates in South Korea are set or 
capped by the government, the declines are 
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, seen as an indication of election-eve pres- 
| sure (presidential polls are due at the end 


of the year). But while this may partly be 


_ the case, “the rate cuts are largely market- 


driven," says Torquil McAlpine of 


| Schroders Securities. “Companies are de- 


ferring investment programmes until after 
the election, and demand for credit is ta- 
pering off.” 

Hence, the worry: investment in plant 
and equipment fell to 4.3% of GDP in the 
second quarter from 8.6% in the previous 
three months. Moreover, analysts predict 
the figure will slip to 3.5% in the second 
half, and to 3% in 1993 — a decline that 
some say poses a threat to the long-term 
competitiveness of South Korean industry. 

For the moment, however, such con- 


_ cerns may seem alarmist. August and Sep- 
| tember saw the first two-month current-ac- 


count surplus since mid-1990. The sur- 
pluses were due mainly to gains in the 
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trade balance. Imports, reflecting a quasi- 
government campaign against purchases of 
foreign luxury goods, were static in both 
months at around US$5.8 billion. Exports 
climbed to US$6 billion in August and 
US$6.3 billion in September. The “invisible” 
deficit, however, reached US$444 million in 
September, its highest level since 1979. 

For the year as a whole, the trade deficit 
is likely to shrink to US$3 billion, less than 
half last year's US$7 billion. The current- 
account gap is expected to narrow to 
US$5.6 billion from US$8.7 billion in 1991. 

Even South Korea's persistent trade 
deficit with Japan narrowed in the first 
eight months of 1992, shrinking to US$5.6 
billion from US$6.1 billion a year earlier. 

But here comes worry No. 2. South Ko- 
rea is losing market share in Japan to 
Southeast Asian and Chinese products, the 
Korea Foreign Trade Association reported 
in October. South Korean steel, textiles, 
machines and chemicals once dominated 
Japan's import figures. But in the first half 
of 1992, China occupied the top spot for 
chemicals and textiles and Taiwan led in 
machines. Only in precision machines and 
steel did South Korea hold its edge. 

The flip side of the improving external 
picture has been sluggish domestic growth. 
Retail profits are down and the govern- 
ment has dampened activity in the con- 
struction sector. GDP growth this year is 
expected to slip to below 7%, compared 
with 8.4% last year, according to the Eco- 
nomic Planning Board. 

Inflation is easing, too, with the board 
predicting a 6.6% average for the year, 
down from nearly 109; in 1991. This has 
occurred despite the won's fall to around 
Won 790 to the US dollar from Won 760 in 
January. 

Slower inflation is all the more surpris- 
ing in view of strong money-supply 
growth. The government has pledged to 
hold growth in M2 (currency in circulation, 
plus time and savings deposits) to 18.5% for 
the year. This is on track, but other money- 
supply indicators are growing faster. 

For example, the amount of so-called 
trust loans outstanding rose by Won 5.5 
trillion (US$7 billion) in the first nine 
months, compared with an increase of 
Won 3.6 trillion a year earlier. Some econo- 
mists believe this heralds future inflation. 
They point as well to rising wages. Most of 
this year's agreements on pay (including 
non-salary benefits) have seen percentage 
rises in double digits, despite government 
efforts to hold wage gains to 5%. 

m Ed Paisley 
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Pin-striped pioneers 


For accountants, China is the new frontier 





By Henny Sender in Hongkong 

rom March to October this year, a 
F team of up to 30 Hongkong-based 

accountants sweated over the books 
of a Chinese bus maker which wanted to 
list in a major stockmarket. Their task: to 
present its accounts in line with interna- 
tional norms, and to reshape the company 
itself into something a Western investor 
might recognise. 

Roughly 11,000 man hours later, they 
reckoned they had it licked. 

After scrutinising the 15 separate enti- 
ties the issuer presented to them ("the Chi- 
nese always think more is better," says one 
team member), they reorganised the com- 
pany around its assembly operation, 
grafted on the sales arm and appended a 
research and development function — to 
give it a suitably progressive air. Then they 
reincorporated the whole thing in Bermuda 
and showed it to the world. 

The rest, as they say, is history: Bril- 
liance China Automotive Holdings made 
its debut on the New York Stock Exchange 
on 9 October, its offer 40 times oversub- 
scribed. 

The Brilliance China story is likely to be 
repeated as more and more Chinese com- 
panies seek to list overseas, in Hongkong, 
or simply in the B-share markets of Shang- 
hai and Shenzhen. But whether they, too, 
will reap success depends on how well 
Western accounting firms manage to rec- 
oncile two business cultures that are 
worlds apart. 

“We talk about profits, but they think 
in terms of assets," notes Meocre Li, head 
of the China team at Arthur Andersen in 
Hongkong. "These are state enterprises. 
What matters is sales or jobs provided. 
There is no meeting of minds." 

Moreover, the companies who have so 
far presented themselves to firms like 
Arthur Andersen (which undertook the 
Brilliance China audit) are the best that 
China has. 

The accountants, though, are not duck- 
ing the challenge. At any given time, Chi- 
nese hotels from Peking and Tianjin to 
Canton and Shanghai are booked up with 
accountants from the Hongkong offices of 
the world's six major accountancy firms. 
Each day they set out to make sense of the 
books of their new clients. That may in- 
volve reviewing hundreds of bound vol- 
umes; computerisation has yet to reach cor- 
porate China. 

Accountancy is not normally consid- 
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ered a hazardous calling. In China, how- 
ever, it can be. "Given the pervasive se- 
crecy that existed previously," notes Li, 
"[some firms] are reluctant to reveal infor- 
mation." One accountant recalls being told 
the books were a state secret. Another was 
warned that he faced execution if his con- 
clusions were too negative. 

These, of course, are extremes. One 
thing that isn't a problem, perhaps surpris- 
ingly, is information. The Confucian im- 
perative to keep historical records flour- 
ishes at most Chinese companies. "Every- 
thing gets recorded," notes Tommy Liu, of 
Ernst & Young. "Even if it costs only one 
yuan, it is entered into the books and me- 
ticulously supported by vouchers." Low 
wages support this bureaucratic impulse: 
some companies assign dozens of staff to 
the task. 





Often, the books are less balance sheets 
than funds statements, detailing the use of 
money received from the state. They em- 
phasise cost and cash flows, rather than 
profit, depreciation and other norms of the 
West. And they are designed primarily for 
tax purposes. (One benefit of an economy 
in which the state operates most enter- 
prises is that tax avoidance is not the major 
goal of bookkeeping — especially in the 
special economic zones, where the rate is a 
reasonable 15%.) 

The job of the accountant is to trans- 
form this mass of information into the 
shape required by Western standards. 
"They are good at producing statements, 
but not at answering questions; especially 
judgment questions," notes Peter Mak, an 
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Arthur Andersen accountant with exten- 
sive experience in China. And he adds: 
“There isn't a law in China, as there is in 
Hongkong, which says you have the right 
to ask." 

The first judgment call involves defini- 
tions. Companies in China are usually 
more like communities; they can encom- 
pass schools, hospitals and housing as well 
as factories. Are these properly considered 
corporate assets? 

Definitions that are the essence of West- 


ern-style accounting are not yet prevalent - 


in China. Questions such as "Is this account 
receivable actually collectable? Can the cost 
of this investment be recovered? Is this in- 
ventory saleable?" are not routinely asked. 

Valuations of property, plant and 
equipment can be troublesome (though 
such appraisals are, strictly speaking, a 
matter for valuers rather than accountants). 
Land in China, for example, isn't generally 
a tradeable asset; a secondary market is 
only now coming into existence. And how 
do you determine what equipment is 
worth? Accountants must assume invoices 
are accurate. “If they are inflated or not, 
the ultimate measure is still going to be 
whether the output is saleable and the 
company profitable," says Li. 

In most cases, there is no independent 
verification of critical items such as bank 
balances or account receivables. Prices 
charged from one month to the next for 
the same inputs are frequently inconsist- 
ent. In other cases, blank cheques are pre- 
signed and written for amounts up to cer- 
tain ceilings — the assumption being that 
if the actual cost is less, it will be refunded 
down the line. And there is no formal 
monitoring of stocks, either. 

The subsidies which have distorted re- 
source allocation throughout the Chinese 
economy are also a headache. If a car 
maker receives steel at a fraction of the 
world price and can barely show a profit, 
what chance its long-term prospects, as- 
suming that such subsidies will ultimately 
have to be eliminated? 

Inventory, which is recorded at histori- 
cal cost regardless of market value, is an- 
other minefield. Obsolescence is never ac- 
knowledged. There is no requirement to 
provide for such a possibility or to write 
down value of stock. Bad debts aren't rec- 
ognised either. Companies are reluctant to 
dispose of unwanted inventories because 
as long as they carry them, no loss has to 
be declared. "Under a planned economy," 
says Charles Fung, an accountant with 
Price Waterhouse, "you assume the mar- 
ket is there." 

One company, for example, offloads its 
undesirable black and white televisions by 
simply requiring that purchasers of colour 
sets buy one black and white TV in a ob- 
ligatory package deal. Worse still is the 
case of an air-conditioner firm that is forced 
to buy and resell unwanted copper tubes 
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from another state enterprise. 

Furthermore, because there is no con- 
solidation, there is no provision for losses 
on investments in subsidiaries. Frequently, 
intra-group accounts do not balance or con- 
verge. This is especially true for larger en- 
terprises which aren't confined to a single 
region. Their books often reflect regional 
differences in accounting standards, too. 

Predictably, therefore, outside account- 
ants frequently come to a lower estimation 
of a company's worth and prospects than 
do their Chinese counterparts. One car- 
parts manufacturer, for example, was 
seemingly a success. Because it made huge 
payments to the tax authorities, it had 
never been audited. But Price Waterhouse, 
brought in on behalf of a foreign company 
considering the car maker as a joint-ven- 
ture candidate, discovered it lacked inter- 
nal controls and was, in fact, a financial 
shambles. The joint venture was not con- 
summated. 

Foreign-exchange movements can also 
turn apparently black figures red. Many 
companies have yen or US-dollar borrow- 
ings. Given the devaluation of the renminbi 
against both currencies, these liabilities can 
be large enough to produce net losses. But 





such calamities aren't recognised in the | 


optimistic world of Chinese accounting. 
One firm in Xiamen was shown to have 


losses of Rmb 12 million (US$2.2 million) | 


instead of reported profits of Rmb 600,000 
when Price Waterhouse accounted for its 
foreign debt. 


To Chinese clients who expect account- 


a three-year history of audited stock-tak- 
ing means that all will be relatively labour- 
intensive, pioneering endeavours. 

The biggest of the nine, Shanghai Petro- 
chemical Complex, is China's fifth-largest 
company by revenue and is likely to re- 
quire massive restructuring before it can 
be pitched to Western investors. Beijing 
Renmin Machinery, which has only one 
factory, will be easier, while Kunming Ma- 
chine Tool Plant looks set to be a hardship 
posting: its home base, the capital of Yun- 
nan province, has no five-star hotel to pro- 
vide outside accountants with creature 
comforts while they pore over its figures. 

Such assignments could easily absorb 
all the resources of Hongkong accountancy 
offices for years. But some accountants say 


that, at least for them, China isn’t exactly 
the golden frontier. “We mustn't get swepi 
away by the glamour," says David 
Humann, the Price Waterhouse partner re 
sponsible for the Asia-Pacific region. 

More to the point, China isn't accus 
tomed to Western fees any more than it is 
to Western accounting practices. "They 
scream at you when you charge a fee ir 
Shanghai,” recalls one veteran. “In Shen- 
zhen, at least, the reaction is better. They 
are more international there!” Adds an- 
other: “If a company only earns Rmb 4 
million, how can we ask for Rmb 1.4 mil- 
lion in fees?” 

And yet there is the challenge. “We are 
participating in opening China to the 
world,” exults Li. > 
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Wanted: new gizmo 


Japanese electronics makers need a hit product 





By Louise do Rosario in Tokyo 


the world hooked on Walkmans 


| T he Japanese manufacturers that got 





ants to provide simple endorsements that | 


support their efforts to attract foreign capi- 
tal, such conclusions can come as a shock. 
Accountants find themselves cast as con- 
servative questioners in a newly can-do 
environment. One Guangdong state bu- 
reau wanted to list an enterprise with as- 
sets worth billions but with virtually no 
profits. “We suggested they come back to 
us in two or three years,” re- 
calls Li. “If under Chinese ac- 
counting, they can't show prof- 
its, there's no point in us look- 
ing at it." 

Sometimes, though, it all 
comes out fine — as the Bril- 
liance China deal showed. In 
that instance, Arthur Andersen 
even managed to adjust the 
shareholding structure in such 
a way that existing sharehold- 
ers surrendered little in return 
for a listing that enriched them 
by millions. 

More such challenges are 
already in the pipeline. China 
has selected nine companies as 
candidates to list in Hongkong. 
While the time needed to re- 
view their books will vary with 
company size, the fact that 
Hongkong listing rules require 


and camcorders are running out of 
ideas. Just look at Sony, the most inventive 


| gizmo maker of all. Its showroom at the 


firm's headquarters in central Tokyo 
proudly displays products marked “new,” 
but they seem all-too familiar. They include 


| a video Walkman with a foldable screen, a 


Tokyo's Akihabra area: domestic and export sales slump. 


camcorder which can both play and record 
images, and a compact-disc player col- 
oured grey, rather than the usual black. 
True, these items are smaller and more 
versatile than older models, but they are 


. nonetheless mere improvements on what 





— " 
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has been available for years. Sony has one 
new, original product, the minidisc ma- 
chine, which can play and record music on 
discs half the diameter of conventional 
compact discs (see box). It went on sale in 
Tokyo on 1 November. But analysts doubt 
that it will be a blockbuster — which is 
what Sony needs. 

For years, Sony was in the forefront of 
the consumer-electronics industry. It came 
up with one big idea after another. But its 
inventiveness seems to have dried up and 
its Japanese rivals have no fresh products 
either. 

“This is the worst downturn since the 
war,” says Genichiro Nagai, an assistant 
general manager at Sony. “With previous 
downturns, the solutions were 
more obvious, but not this 
time,” he adds, referring to the 
lack of a prospective winner in 
the pipeline. 

The drought has come at 
the worst possible moment. 
Sales at home are slumping 
and the Japanese companies 
cannot rely on exports to help 
them out. The result is that 
operating margins have fallen 
to 1% on average this year, 
compared with 6% for manu- 
facturers as a whole. 

Some of the biggest names 
are hardest-hit. Victor Co. of 
Japan (jvc), a subsidiary of 
Matsushita Electric Industrial, 
and Sony suffered operating 
losses in the year to March 
1992 for the first time in living 
memory. Sanyo Electric is ex- 
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pected to go into the red in the six months 
to end-November. Matsushita, Sharp, 
Toshiba and Hitachi saw their net profits 
fall by 40-55% between April and Septem- 
ber of this year. 

Japan's other major exporter, the car in- 
dustry, is also hurting badly because of 
slow sales. But they can still grow at the 
expense of their foreign competitors. By 
contrast, “Japanese electronics firms, oper- 
ating with the same set of advantages and 
constraints, are running up against each 
other, because there is no one else to com- 
pete with in the world,” says Hitoshi 
Kuriyama, an analyst at CS First Boston. 

Analysts say that a shake-out in the in- 
dustry in Japan looks inevitable. There are 
some 30 players in the industry, but Sony 
and Matsushita control 70-80% of the 
world market for many kinds of consumer- 
electronics products. The two giants em- 
ploy a combined total of 360,000 workers 
worldwide and generate total sales (includ- 
ing consumer-electronics goods) of ¥11 tril- 
lion (US$89 billion), the equivalent of 2% 
of Japan’s GNP. 

They and their compatriots grew to 
their present global dominance first by 
making products such as radios, which 
were cheaper and better than their foreign 
rivals, and then by perfecting ideas of their 
own, such as portable compact-disc play- 
ers, and selling them by the million. 

By the late 1980s, the problem of where 
the industry should go next was beginning 
to worry corporate planners. But the search 
for an answer was less urgent because the 
Japanese economy was booming. Domes- 
tic demand for audio products was the first 
to slow down in 1988-89, but video-prod- 
uct sales made up for the shortfall. Pur- 
chases of camcorders, in particular, grew 
20% a year by volume in 1990-91. Manu- 
facturers rushed to build more capacity, 
banking on a hunch that the product 
would become as common as radios and 
televisions. In 1991, output of audio and 
video products in Japan totalled Y4.8 tril- 
lion, 14% higher than in 1989, 

Exports started to fall in the fourth quar- 
ter of last year and then dropped by 12% 
to Y1.1 trillion in the first six months of this 
year. Even though many electronics mak- 
ers have factories overseas, they still export 
half their domestic output. So the high yen 
is a worry, too. 

Sales in Europe have been worst af- 
fected of all export markets — "as bad as 
in Japan," says Kaneo Ito, a senior manag- 
ing director of Pioneer Electronic Corp., a 
big supplier of audio products. After prom- 
ising signs initially, the hoped-for demand 
from former communist Eastern Europe 
failed to materialise. 

In the US, the largest export market, 
consumers were more keen to cut their 
debt than to buy new electrical goods. Tele- 
visions, audio equipment and video-cas- 
sette recorders piled up in warehouses to 


The minidisc 
drive 


Two young models wearing silver 
dresses, with belts and necklaces made 
of shiny, plastic disks, dance on stage at 
the Japan Electronics Show in Osaka in 
October. They are in the front line of 
Sony's latest offensive: to turn the com- 
pany's new minidisc stereo player into 
a blockbuster. 

rend p eir 
the size of conventional compact-disc 
players, but also records. to a 4- 
megabit memory chip elds. the 
minidisc player can absorb shocks with- 
out the distortions of standard ripe 
disc players. Sony hopes that the 
uct will be as big a hit in the 1990s as its 
Walkman tape players were in the 
1980s. It is aiming for sales of 10 million 
minidisc players by 1995. 

At the same time, rival Matsushita 
Electric Industrial is pinning its hopes 
on a would-be competitor to the 
minidisc player. It is the digital com- 


pact cassette (DCC), which can play ex- 
isting cassette tapes as well as digital 
tapes. But it remains to be seen if con- 
sumers are ready to pay up to three 


Showing off the competition. 


the point last December when inventories 
of items such as camcorders totalled 180 
days' worth of sales. This has fallen to a 
still-troubling 70 days' worth, after a fierce 
price war which saw the price of video- 
cassette recorders halve to as low as 
US$200. 

Demand in Asia outside Japan is boom- 
ing and "it's a great help to overall sales," 
Pioneer's Ito says, but not enough to make 
up for the declines in Europe and the US. 

At home, Japanese started to buy fewer 
"white" goods (such as air conditioners 
and refrigerators) late last year. Then pur- 
chases of "brown" goods (such as televi- 
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iiis the price ofa conventional cas- - 
sette player for the hi ity sound 

of a DCC player. The latter costs ¥135,000 


(US$1,095) in the shops; the minidisc 


player is selling for Y60-100,000. 
The last product that was tipped to - 


be a hit, the digital audio tape player — 


launched in 1987, turned out to be a 
flop. One reason was gadget fatigue — 
the point at which consumers find that 
there is a limit to how many gizmos — 
they can use in a day. People have filled. 
their eyes and ears with the hot prod- 
ucts of the 1980s — video-cassette re- 
corders, camcorders and Walkmans. 

But the show must go on. "The au- 
dio market is very dull right now," says 
Matsushita spokesman Akira Nagano. 
"We need some new products." 

Matsushita reckons that DCC sales 


| pany es- 
timates worldwide demand will be 
more than 10 million units a year. The 
company notes that five years after the 
introduction of compact-disc players, 
annual sales were 14.5 million, so 


Matsushita's hopes seem to be within 
reach. 


Both the minidisc and DCC are, how- 
ever, evolutionary products. For one 
thing, portability is already possible 
with the walkman. Rather than creating 


; new markets, their sales will bite into 
those of existing 


To put the sizzle back into sales, the 

electronics industry needs a revolution- 

ary product that would allow consum- 

ex io do this they coni not do be- 
fore. A time machine, perhaps? 

m Mark Clifford. 


sions and cassette players) turned down: 
wards. Monthly output of video cameras 
has slumped from a peak of 1.2 millior 
units a year ago to 650,000 today. 

"Japanese still have money but they 
don't want to spend it on anything wher 
the economy looks uncertain," says a sales- 
man in Akihabara, Tokyo's electronics ba- 
zaar. 

Without strong domestic demand, Japa- 
nese firms are in a precarious position. “Ex- 
ports give them the volume, but the money 
is made at home where margins could be 
easily three times higher," says David 
Benda, a senior analyst at Barclays de Zoete 
Wedd. 

The downturn is affecting companies in 
different ways. At Pioneer, net profits fell 
by 12% in the year to March 1992, but its 
dominant market share in karaoke prod- 
ucts and laser discs has helped it tc 
weather the recession better than many 
others. 
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as video-cassette recorders. 
don't have an edge or a new way to do 
things are in trouble," 


| based analyst. 


Some second-tier firms are managing 
well despite their more limited financial 


resources. Kenwood and Aiwa, for exam- 


ple, which specialise in high-quality audio 
equipment, continue to enjoy strong 
growth in sales and moderate profits. 


Sony and Matsushita took the biggest - 


gambles. The former’s US$5.4 billion acqui- 
sition of Columbia Pictures and CBS in 


| 1988-89 left Sony with a debt of ¥1 trillion. 
| The latter's US$6.1 billion purchase of MCA 
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in 1990 has saddled the firm with a US$3 
billion. debt. Their interest payments are 
high, and there has not been much profit 
yet to show for their investments. 

As in other industries, the electronics 
firms are cutting costs to live within their 
means. Sony and Toshiba plan to cut in- 


| vestment spending by 45% for the year 


ending in March 1993. jvc plans to cut back 
by 29% and Matsushita by up to 20%. 
Laying people off is another option. 
Sanyo plans to reduce its 30,000 staff by 
2,000 over the next three years; JVC is aim- 


| ing for cuts of 3,000, 17% of its workforce. 








says one Tokyo- 





itac i moved 600 ‘i the 2,200 workers a a 


|; heaithy sales -crystal dis — its audio-video factory in Ibaraki north c 
| laser discs. Jvc, however, is: ‘Heavily ex-- 

| posed to a few loss-making products such 
“Firms that. 


Tokyo to other plants in the middle of thi 
year. The remaining workers were give: 


two extra days’ holiday every month ane 


took pay cuts of 5-10%. 

These steps will go some way to helg 
but the bigger challenge is to come up with 
a winning product. Without it, sale 
growth will be difficult even if economie 
stage a recovery. 

High-definition television was to be the 
great hope of the future, but the prospec 
of huge profits is receding. At ¥3.5-4 mil 
lion, it is still too expensive for the averags 
Japanese consumer and a full menu of tel 


-evision programmes specially designed fo 
it will not be available until 1997. 


Worse still, the television makers seen 
to be locked in head-to-head competition 
“Their cost structures are roughly thi 
same; so is their technology, " says Benda 
"They are in some ways like a family." 

A few of the relatives are trying to cu 
their losses. Hitachi, for example, plans & 
reduce the share of consumer electronics & 
10% of total sales in the year to March 199; 
from 18% a decade earlier. [vc plans & 
double the value of electronic parts i 
makes over the next four years. But if a hi 
product emerges tomorrow, these firm: 
will probably return to the fold as e. 
as they left. 
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Anwar’s answer 


Malaysian budget subdues ministers critics 


By Doug Tsuruoka it in 1 Kuala Lumpur MT 


" alaysian Finance Minister Datuk 
Seri Anwar Ibrahim was not short 
. of advice when preparing his sec- 
ond budget, unveiled on 30 October. From 





| the headmen of his home village of Bukit 
_ Mertajam (pop. 400) in Penang state to the 
| presidents of the country's biggest compa- 
| nies, the message was the same: rising 


———————HÉ(Ó Se TRE INDEED ROBLES Tp 


_ nance Ministry will enhance or undermine - 


prices and wasteful public spending were 
threatening the well-being of the economy. 

The budget Anwar presented to parlia- 
ment for the financial year beginning 1 
January received an unexpectedly favour- 
able response across a spectrum of inter- 
ests. Its aim was anti-inflationary, with 
public spending the principal target of the 
squeeze. But the finance minister also won 
plaudits for delivering modest cuts in per- 
sonal and corporate taxes. 

Anwar, 45, had more nsa on his 
budget that just the approbation of the eco- 
nomic pundits. His performance at the Fi- 


his credibility as a potential successor tc 
Prime Minister Datuk Seri Mahathir Mo 
hamad. Anwar, who dismisses specu 
lation of this sort (see interview page 66), was 
given an uncomfortable first 12 months by 
critics who viewed his economic manage 
ment as too expansionary. 

Most analysts now believe that the fi- 
nance minister has made good on prom- 
ises of a "restrained" inflation-fighting 
budget. The public spending cuts were ir 
line with a policy initiated by his predeces 
sor, Tun Daim Zainuddin, to scale dowr 
the governmen''s role in the economy and 
make the private sector the main engine ol 
growth. This fiscal contraction was sof- 
tened by the income-tax cuts. 

"] am comfortable with the figures. 
They are acceptable," says Mustafa Moha- 
mad Nor, chief economist for Arab-Malay- 
sian Securities. Investors also thought so. 
The Kuala Lumpur Stock Exchange’s com- 
posite index soared to a record 637.13 


points on 29 October, as advance word of 
| the measures leaked into the market. 





a 


The key element in the budget was an 
.1% reduction in total federal allocations 
o MS$44.1 billion (US$17.6 billion), against 
She budget targets for 1992. Operational (or 
urrent) expenditure will fall 7%, to M$32.3 
million. Development spending will be 
egged at M$11.6 billion, an insignificant 
#3% increase. With inflation running at 
#.6%, these allocations on paper represent 
» distinct shrinkage in government com- 
mitment to public spending. 
Public utilities and health services were 
mong the biggest losers, with cuts of up 
wo 20% in their development allocations. 
lousing was the major beneficiary, with a 
85% boost to its small capital budget. The 
military and the police, as well as the trans- 
ort sector, also enjoyed increases in their 
allocations. 

"Cutting public expenditures is one of 


Anwar's second budget 


Defence - 
Internal security 





Social services 





Education —— 
Health 





Hussain Securities, Malaysia's largest bro- 
kerage, estimates that corporate earnings 
could rise by as much as 20% during fiscal 
1993 as a result of the tax cuts and other 
measures, 

Personal incomes will be taxed at a 
slightly lower rate than before. Taxpayers 
in the top brackets will have their burden 
reduced by 1% to 34%, while the lowest- 
paid employees will be taxed at 2%, from a 
current 4%. The 1993 budget also: 
> Abolishes a development tax of 2% on 
foreign investment. 
> Abolishes or cuts by 10-30% import 
duties on about 600 items, covering food, 
household goods, clothing and electrical 
and electronic products. 
> Reduces the interest on government 
loans for houses costing under M$100,000. 

The loss in federal revenue through the 
tax cuts and these other 
minor concessions will be off- 
set by sharp increases in so- 
called "sin taxes." Excise 
duties on cigarettes will be 


ON Avu 


gramme, and import and 
excise duties on alcoholic 
beverages have been in- 
creased by 15% and 30% re- 
spectively. The current ser- 
vices tax of 59; has been ex- 
tended to cover telecoms 








Housing 
Other social services 





Economic services 


services, security companies 
and estate agents. 
As a result of all these fis- 





_ Agriculture & rural development 
Public utilities 








ment revenue is expected to 





Trade & industry 


increase in 1993 by 2.7%, to 
M$39.1 billion. 





Transport 
Communications 





Anwar decided against 
introducing a valued-added 








Other economic services 


General administration — — | — 379 | -23.9 | 
Wes m 


Source: Ministry ol Finance 
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the most difficult things to do," notes Bank 
Buruh chief economist Tan Sri R. V. 
Navaratnam. “Anwar has listened to the 
public views on what the budget should 
be and has acted boldly in response." 
Some analvsts suggest that the 1993 de- 
velopment allocations should be compared 
with actual spending in the current year, 
and not with budgetary targets. Develop- 
ment expenditure in 1992 is expected to 
fall short of projected levels. By this token, 
government spending could increase in 
1993 — in nominal terms at least. This 
would have a “mildly expansionary” ef- 
fect, say analysts, but would have a limited 
impact on economic growth and inflation. 
Corporate tax was reduced by 1% to 
34%, which will apply to income earned in 
the current year, to keep private invest- 
ment and spending at robust levels. Rashid 
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tax (VAT) in the budget, de- 
spite prodding by interna- 
tional agencies such as the 
IMF, Such an unpopular tax is 
unnecessary in Malaysia at 
this time, the finance minis- 
ter told the Review. The vir- 
tue of VAT, in the eyes of the IMF and even 
among local economists, is that it depresses 
consumer demand in a low-tax regime. 

While VAT remains on the back-burner, 
Anwar is proposing — though with no ex- 
plicit time-scale — to consolidate and ex- 
tend the existing sales and services taxes 
into a single levy. The new tax, if imposed, 
would be less than 10%; some sales and 
services charges currently range as high as 
15%. 

The new budget also bolsters national 
savings, and indirectly curbs consumer 
spending, by mandating increased contri- 
butions to the national Employees Provi- 
dent Fund. From January, employers’ con- 
tributions will rise to 12% from 11%, and 
employees’ to 10% from 9%. 

Even critics gave Malaysia's youngest- 
ever finance minister high marks for his 
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doubled to M$28.60 a kilo- | 





cal measures, federal govern- | 
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budget adroitness. Opposition leader Tun- 
ku Razaleigh Hamzah told the Review he 
thought the budget "a bit optimistic" in its 
approach to containing inflation. But he 
concedes: "It is a much better thought-out 
plan than last year's." 

Businessmen were happy too. Wong 
Soon Lim, chief executive of Daibochi Plas- 
tic & Packaging Industry, based in Malac- 
ca, had expected stiff increases in corpo- 
rate taxation levels, but termed the budget 
"a pleasant surprise." Ajit Singh Ludher, a 
Kuala Lumpur advertising executive, 
thought the budget was "quite good" be- 
cause it encouraged savings. 

Anwar's budget also had the benefit of 
playing to a less critical audience than it 
did a year ago. Economists have detected a 
cyclical slowdown in the manufacturing 
and property sectors which has eased 


INTERVIEW / 


ANWAR 


many inflationary and infrastructural pres- 
sures. 

Inflation, which hit a headline rate of 
4.6% in 1992, is expected to slip to 4% next 
year. Real GDP is expected to slow to a still- 
handsome 8% in 1993, from an estimated 
8.5% in 1992. The current-account deficit is 
expected to fall to M$4.2 billion from M$7.9 
billion. 

But other aspects of the Malaysian 
economy continue to cause concern among 
analysts. The budget, for instance, failed to 
implement a comprehensive programme to 
raise skills and labour productivity to off- 
set rising wage costs. Malaysia's average 
monthly wage per employee, for example, 
rose to M$844 in June 1992, a 6% increase 
on the year-earlier period. 

Another worry for the government is 
whether Malaysia is offering an attractive 
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Taxing matters 


After delivering his 1993 budget, Malaysian 
Finance Minister Datuk Seri Anwar Ibrahim 
spoke exclusively to REVIEW Malaysia corre- 
spondent Doug Tsuruoka, Excerpts: 


Why wasn't a value-added tax [VAT] 
introduced? Will one be needed even- 
tually? 

I understand some international agen- 
cies, including the IMF, talk about the 
need to introduce VAT in Malaysia. But I 
think we should view this in the context 
of Malaysian experience. With our rev- 
enues per capita, there is no urgency to 
embark on any radical tax reform in this 
country. The revenue base is strong . . . If 
you look at the entire sales-service tax in 
this country, we do inherit an elaborate 


tax system. 


Isn't the proposal [in the budget] to 
eventually in the sales and ser- 
vice tax into a single tax laying the basis 
for a VAT? 

What we propose to do is to merge 
the sales and service tax and reduce the 
total tax rate to less than 10% from what 
is now 15% in some cases, and to extend 
it further. So, yes — I think it is value- 
added in a sense . . . [but] it is certainly 
not VAT in the sense of the model guide- 
lines we have introduced. 


But is there a VAT to come later? You 
are giving yourself room. Is this the be- 
ginning of something? 

I would say yes — we are em 
on à comprehensive tax reform exercise 
to ensure that there is greater efficiency, 


transparency in the tax system. But we 
are quite satisfied with the existing sales 
and service tax, which needs to be ex- 
tended further to cover many other areas 
at various levels . . . and I think we 
would leave it at that. 


Do you think the ringgit has plateaued, 
or is it likely to go on rising against the 
US dollar? What budget 
assumption did the Fi- 
nance Ministry make for 
1993? 

I feel the ringgit has 
somewhat stabilised . . . 
We do use 2.5 [ringgit to 
the US dollar] generally 
as the normal estimate for 
the budget. 


Some people have pre- 
dicted that the property 
market will suffer a 
sharp downturn because 
of oversupply by 1994 
and may take the rest of 
the economy with it. Is 
there any cause for alarm? 

We do take note of that. But it is no 
comparison with what has happened in 
the US and Tokyo. I don't think we 
should be excessively concerned . . . Peo- 
ple always cite condos [as an example of 
overbuilding]. But now, with respect to 
the property development market in 
Kuala Lumpur, we do consider appro- 
vals [for condominiums] more strin- 
gently. I think it is good to be cautious, 
but not alarmed. 
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Anwar: no VAT, yet. 


enough range of incentives to foreign 
vestors. The value of approved project: 
1991 from Japan and Taiwan, two of 
country's key investors, fell by 25% : 
44% respectively from their 1990 levels. 
the external account, Malaysia's exp 
prospects have been clouded by a 9.7% 
crease in the value of the ringgit agai 
the US dollar in the first eight months 
1992. 

But à consensus is also growing that 
1993 budget will help Malaysia to tur 
critical corner in its economy's devel 
ment, and will leave it well placed to en 
the benefits of any upsurge in world 
mand. “If Malaysia can pass through « 
more year [1993] without any serious pr 
lems — after that the global economy ' 
be on a stronger footing,” predicts Mus: 
of Arab-Malaysian Securities. 


Is the government doing enough to 
combat the possible inflation peril? 
We have probably maximised ou: 
monetary initiative measures. We have 
now gone very firm and tough on the 
fiscal measures . . . As far as | am con- 
cerned, this is the maximum possible 
without causing difficulties or hardship. 


What is your opinion of critics who 
have attacked your policies in the past 
as being too expansionary? 

Let us refer to the facts. From 1987 tc 
1992, the [average] expansion [in federa! 
spending] has been about 11-11.2% an- 
nually. Now is this "ex- 
pansionary" for a country 
that is going to spend sc 
much on infrastructure, 
... Which is having bot- 
tlenecks and must ex- 
pand the airports and 
modernise the railways? | 
would say we were re- 
ee to invest in these 

ings. Now having said 
that . .. this budget . . . is 
more prudent. 


H31^7 3u/NiH HI HOO 


Few past finance minis- 
ters have succeeded in 
becoming prime minis- 
ter. Do you think you 
will be an exception? 

l've been asked this question many 
times before . . . as Agriculture, Educa- 
tion and as Finance Minister, and my 
answer to that question is that I just con- 
centrate on my job. 





But I take it you would not reject the 
post of prime minister if it was offered? 

[Datuk Seri Mahathir Mohamad] is 
still an extremely capable leader. 1 sup- 
port him and the country needs him. 8$ 
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1HE DEFINITION OF QUALITY 


Customer satisfaction. To us it means going beyond simply offering the latest product features and 
styling. Were going back to basics, making innovations in our design and production techniques which 


result in what we call Invisible Investments. They culminate in a car that's as durable as it is beautiful. 





MORE LASTING THAN THE IMPRESSION IT MAKE 
IS THE QUALITY TPS MADE WETH. 


yu 
D TT Ld A 










rn 
"T dde 
 — 
e L 
—Á 

"T" . 


«338577 


| 


WHERE WE | T (KR INVISIBLE INVESTMENTS eGalvannealed anti-corrosion steel RUST RESISTANCE OF ROCKER PAN 
| un mane | | VMU. sheeting is used for the flooring, 4 


Top coat paint layer 
the inner panels of the engine compartment, the center pillar and the majority of othér inneg panels. 
e7inc-iron alloy, double-layer galvannealed, anti-corrosion steel sheeting is used for major outer Chio resina cU d 
body panels including the engine hood, doors, pillars, trunk lid, fenders and both rocker and quarter paint layer NS 
panels. eWax and sealer are liberally applied as waterproofing along the hems of the engine ED (Electrodeposit — N 
hood, door panels and trunk lid. eThe bottom of the body is coated with PVC to a thickness of primer paint layer 
0.5 millimeter over the entire surface and 1.0 millimeter at panel joints to increase rust resistance. 





Primer surface paint layer —— 


X. 





h > 
Panel- - ——e 


ome, the wisdom of building a car whose most impressive components may never see the light of day might seem 
"urious. To us, it's just the right way to build a car. And the only way to make an automobile that can stand up to the 
ishment of many years of whatever nature throws at it. Where we start, then, is with materials. Generous helpings 
salvannealed steel and zinc-iron alloys, rust sealers and liberal coatings of PVC all serve to make our cars as 
ermeable as possible to moisture, oxidation and corrosion. Of course, when you see a Toyota sitting in the showroom, 
our driveway, you're looking at its captivating lines, its deep, lustrous overcoat of color, its finely appointed interior. 


N it's a good thing you're impressed. Because it's going to be around a long, long time. 
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chip-resistant coating is applied to the rocker panels and front and rear 
e] wells to protect against flying stones or other debris. € Rust resistance of 

zinc-iron alloy, double-layer steel sheet rocker panels is ftirther enhanced COROLLA 
ueh a four-coat process using ED paint, a chip-resistant coal, primer surfacer 
| top-coat paint. eThe front and rear bumpers are made of polypropylene, 
istproof and flexible material which protects the car body from damage 


catured model is the new Corolla 
ct features and specifications may vary depending on country of purchase 


se check with vour nearest TOYOTA dealer for details 


WHAT LEADING INDUSTRY CONSULTANTS ARE SAYING ABOUT NCR‘'S SYSTEM 3000 
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With NCR's strength in industry-standard connectivity. © — «4 ARA ah 
and AT&T's broad range of advanced networking“) sii a 
products, we can offer users networking solutions no : 
other company can match. Boo 
Our goal is not just to provide the most extensive 
and capable set of networking products, but to create 
open, global computer networks that are as easy to use,- zy 
as efficient, and as accessible as the telephone network. Postuler ASA Hd 
Computers should be gateways, not gates. See what- ` Uaioe EA Pa y eu 
the new way of computing can do for your TONS Gt SED 
tel business. Let your NCR representative : NR UP NE NCC Ka Tope rar A XR 


AC 


D oz 









Be" 





wey Y 
NY 










in *. ~ »" >) e Lyr T PIE *~ my We t ste) 
~ - c "T ur d 4 ; 1 Py v m ^" A 1 / t 
inside demonstrate the advantages of the System — DW uN eit unt OR Hm d ERES ch ua Ag d 
f WAVE EISE MNT n Aa, eer A SE RE at $3. 
3000 to ay. » = Xs: tire Tea ARALAS z SHN 
AS. C E ek Se ra EUN d Mx 
Uia. MG? BAe P os i 
f 1 : run * ^ eat - er etal Me R 
Ware yt Ty 250952 do AFETA A PI ue 
IA SP ad PIECE ie AU PAS MEE 
qw" eo LT Serio a i d drm. Na i 
SAG i ety AST SC pen biais en artnet 
y regt ge eire cs we I anh dr a Ge 
Y ‘ d 2 pi i as MA ~% Nye 4 A me 
. DS Dé Py ot ay 1a dau. "idus M ta 
- MES Cr ; ; a> aoe Dx ". Y toui mete aL eee, 
! á rf hE = TA tes AN CR ie date RU e 
. S ts o ch phe. a " » 
T pn z% > eS wp 3 a¥ ae ` t. vy € “ v PS 
"Um T dar ad die ARES CRAM 003 RT Acer HT 
^. ae , . à eed à . P * "m * ge = RE 
72. 3427 Pia, o x ^ ent. yo d 





THE NCR SYSTEM 3000 FAMILY - AN ENTERPRISE-WIDE APPROADM-TO-COMPUTING XC ELI Bee tt VAN aan ee Be a, 
a re 7r. I s 







A 
pe ve. 


; RE) rie e ao LE ee 394 ae 
wp ate thy ee eal gk SDAS tty SDN Ho ` 
XM Do em y "ap st it d ann. oF, AN I VES 
WE ket oS RU PASI TIE ta RADI SILET 
È P i As » s. d rem QUEM "xf e" 
. QM v T. S ER O NS. TIS NA LS # 
sN ; We) ls oy " e CMM 
' - wa " ym = » 
Gee ELLA _-_ o Pea $- 
ois id pou <= Pi SN » A A m 
/1 s : r Rra Sa » "t 
"Y 
-en 
* 


ten Ane oo 


The Strategy For Managing Change. mS 
M C j . Cue" 27 d "de y 


, ~ t. « 
, Z RE 


Th NE > 


i : "Tet 
P et: d 
. pf E / 
ere Te fe, ms 
4 ' ^ 
D 7 Du «b "utr 
* < ^" L ver or 
eee eg eer Pe 
, ` Morse td TE 
» z X * " 
e NT Ure. d 
* n ^ 
Soy a vf. 
^ Ms 3 s ad 
ses 
P S í 
a 


NCR is the name and mark of NCR Corporatton 31992 NCR Corporation Us. 
The Intel Inside logo is a trademark of Iniel.Corporation E 


ici i. =p EA 
- TE ; Y 
os ele \ 
t ‘$ » P 
es - E 
za ’ 
ay zm 1 
v: one 
» ant 































lishment'of ev = s — at the mo- 
anent called rely. ^the entity" — will al- 


iow troubled financial institutions to move 
«ome of their delinquent loans off their 
sooks and to take an immediate tax write- 
off. 

A curious feature of the plan is that the 
original lender will remain ultimately re- 
sponsible for any risks or rewards accruing 
rom the loans sold to the new agency dur- 
ing the 10 years that the new company will 
de in operation. 

“All this does is transter the name of 
he borrower," says Edward Young, Tokyo 
'epresentative for Moody's, a US credit-rat- 
ing firm. "Its impact [on banks' creditwor- 
hiness] is neutral," he says. Another ana- 
st puts it more cynically: "In the US, it 
would be called parking. That'$ what Ivan 
Boesky went to jail for.” 

Analysts in Tokyo do not expect the 
agency to have a major beneficial impact 
gyn the financial system. Only Y2-3 trillion 
US$16.4-24.6 billion) worth of troubled 
oans, 1-1.5% of total property-secured 
oans, are thought likely to be sold to the 
agency. But the scheme is seen as a first 
small step towards restoring banks to 
health. 

-Tsuneo Wakai, the president of Mit- 
subishi Bank and current chairman of Ja- 
pan's banking federation, is taking pains to 
play down the new company's potential 
anpact. When asked whether the scheme 
would work, he replied: "We don't know 
until we try.” 

. In addition, the loan company is un- 
likely to have more than a marginal psy- 
chological impact on the country’s de- 
pressed property market, analysts say. “We 
cannot expect too much from this com- 
pany,” says Tadashi Yamada, a member of 
the board of Mitsui Real Estate, one of Ja- 
pan's biggest developers. "It will not have 


sufficient funds to stimulate liquidity in the 


real estate market." 

Nonetheless, the new scheme will pro- 
vide an opportunity for the banks to take 
immediate tax charges at a time when their 
operating profits are improving. Walter 
Al mem, an galya at W. i Carr Securities 





in Tokyo, calculates that the value of tax- 
breaks to Japan's biggest 30 banks would 
total Y78-118 billion if they sold their loans 
to the new company at an average loss of 
around 23% of their face value. By way of 
comparison, recurring profits of the top 21 
banks in Japan were over ¥2 trillion in the 
year to March 1992. The tax impact of the 
plan is rather small, says Altherr. 

The new company will work in the fol- 
lowing way. A bank will sell a delinquent 
loan to the agency which will pay for the 
loan with money borrowed from the bank. 
The discounted purchase price of the loan 
will be calculated by an independent com- 
mittee of appraisers. The bank selling the 
asset will be allowed to take an immediate 
tax write-off against the loss. 

The new company will then be respon- 
sible for collecting interest from the origi- 
nal borrower and, failing that, will be ex- 
pected to press the borrower into selling 
the property collateral. If the proceeds from 
the sale result in a loss for the agency, the 
bank which sold the loan to the agency will 
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have to make up the difference. h 
likely event of a profit, the original lend 
will share the gain with the new c 

Analysts complain that the new $ , 
Moos has been I 2 wS Minis ry 










the financial na 
í of ii bad news is ing out, | 








on arbe: 54% up oni | the jevil in 
March. Some ¥4 trillion of the loans were | 
not fully secured, up from Y1.4 trillion six 
months earlier. 

These figures do not include, however, 
loans which are being serviced at reduced 
interest rates or are being restructu od 
through the creation of bank-affiliated 
shell companies that assume responsibil- 
ity for loan repayments. Nor do the fi 
ures include non-performing loans held by 
more than 300 non-bank financial institu- 
tions — housing-loan companies, credit. 
associations, leasing firms, money-lending — 
houses and agricultural cooperatives. Pri- 
vate analysts say that a realistic tally of all ^ 
non-performing loans held by banks and... — 
non-banks is at least Y30 trillion and is ris- 
ing. 

The non-banks, many of which are af- . 
filiated with banks, appear to pose the big- = 
gest obstacle to a solution of Japan's finan- 
cial problems. The bad debts of the leading. . 
21 banks comprise 3% of total loans, ac- | 
cording to official figures. But non-bank | . 
bad debts stand at around 30% of their to- = 
tal loan portfolio, says Linda Daquil, an. . 
analyst at UBS Phillips & Drew. ! 

"Ihe non-banks were at the leading 
edge of speculative lending," agrees James © 
Capel analyst Brian Waterhouse. "They. 
lent on razor-thin margins and most don't: 





































Non-banks will not benefit directly 
from the new agency, but their parent in- 
stitutions will be encouraged to "prepare ~ 
rational rescue plans and purchase [non- 
banks’ bad debts] at face value,” according 
to executives at Mitsubishi Bank. The par- 
ent bank will then sell the debt at a dis- . 
count to the new company and absorb the 
loss itself. 

This may be easier said than done. Nip- 
pon Credit Bank, for example, found last - 
year that three of its non-bank subsidiaries - 
were unable to service ¥2.4 trillion in trou- 
bled loans and were appealing for help to 
their Y18.4 trillion-asset parent. | 

Weighed down with its own bad debts, : 
Nippon Credit could not solve the prob- 
lem on its own. It had to win the support 
of no less than 90 financial institutions for 
interest-rate concessions on loans made to 
its subsidiaries. 
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When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected Asia- 
Pacific information source: The Far 
Eastern Economic Review. Everything 
published during the preceding quarter, 
by country, subject and date is detailed 
in the Review Index. 


This essential research tool is also 
available as acumulative annual edition. 
End hours of needless searching. Sub- 
scribe now and receive your Review 
Index four times per year, including 
the cumulative annual at US$S9 per 
annum, or the cu- 
mulative annual 
alone for US$43 
per annum. 


Farbastern Economie 





A Dow Jones Publication 


By Salamat Ali ir in 1 Islamabad - 


akistan’s s privatisation ‘programme 
P scheme continues to raise questions, 

almost two years after it began. 
While Prime Minister Nawaz Sharif ap- 
pears sincere in his desire to get govern- 
ment out of business, the policy has not 
won unqualified praise from certain influ- 
ential quarters in the West. 

Sharif has called the progress to date "a 
remarkable achievement." In the 23 
months since the sales began, 57 govern- 
ment-owned companies worth Rs 9 billion 
(US$360 million) have been sold to the pri- 
vate sector. Another 27 are due for sale 
before the end of November. That would 
make a total of 84 companies sold, leaving 
only 16 remaining for sale from the origi- 
nal list of 100 published in November 1990. 

Despite this achievement, opinions of 
the programme among some outside ob- 
servers are mixed. At the World Bank, for 
instance, some economists say Sharif was 
right to move as quickly as possible with 
privatisation. Others, however, question 
the transparency of the process. 

And there are now even bigger fish to 


| fry. Four state monopolies — covering 
| telecoms, water and power, the railways 





| and gas distribution — are on the block, 
| raising a new set of questions about how 
| they are to be regulated after they enter the 
| private sector. So far, the government has 
| not provided any answers. 


The sales of the utilities are in addition 


| to the divestments in state-owned compa- 
| nies. The World Bank is understood to 
| have privately advised the Pakistan Gov- 
| ernment in early 1991 against being too 
| hasty in selling state assets. At the time, 
_ Sharif was hoping to sell all 100 enterprises 
| by the end of that year. The Washington- 
| based bank argued that a stronger legal 
| framework was needed before undertak- 
| ing such an ambitious scheme. 


Some of the fears appear to have been 


| borne out in certain cases. In an incident 


that occurred in July, a senior executive of 


| a newly privatised bank raised a loan of Rs 
| 320 million for one of his companies using 


some of the bank's assets as collateral. 


| Banking sources allege that the authorities 
| turned a blind eye, even though the central 
| bank prohibits bank executives from pledg- 
| ing assets to gain loans from. other banks 
| for personal use. 


Whether or not these concerns about 


_ inadequate preparation are right, local in- 
| vestors appear to be pone towards sup- 


Pakistan privatisation enters a new phase 






plies of fresh shares, whether from state 
owned companies or others. The Karack 
Stock Exchange's 100-share index has falles 
by 25% since it reached an all-time high is 
January. 

Much of the euphoria which boostec 
the market at the end of 1991 and early iy 
the new year reflected the decision to al 
low foreign investors to buy Pakistar 
shares directly. 

The decline since then has been unkinc 
to shareholders who subscribed to somu 
newly listed stocks. Union Bank, a new in 
stitution which was floated in January foi 
Rs 50 a share, is now trading for Rs 18 
Prime Bank, another new institution listec 
in the same month at Rs 37 a share, is nov 
worth Rs 10.25. 

The stockmarket's present weaknes: 





could put a dampener on the next stage oi 
privatisation. Undaunted, the prime minis: 
ter, himself a former businessman, plans tc 
press on with his programme. “In the early 
days [of the privatisation effort] we had 
teething problems,” Sharif said. “Now it is 
moving at a very satisfactory pace.” 

The 27 companies due for sale in No- 
vember include Javedan Cement, Pakistan 
Steel Fabrication and Republic Motors. One 
state bank, United, was also due for sale in 
November, but that sale has been post- 
poned because the government says the 


bids were unsatisfactory. Offers for Habib 


Bank, the country's largest institution, have 
yet to be called for. 

Of the four utilities which are now also 
for sale, Pakistan Telecommunications 
Corp. is regarded as the best neers d 


n s providers, 
| I & Wire- 


most all ab hi i lectticity, is also 
wp for sale. A US-b ased consultant, Inter- 
ational Resourc es G roup, has recently 
submitted a plan that | envisages selling the 
electricity authority in stages. This would 
start with a 800-megawatt thermal-power 
iplant at Jamshoro in Sindh province and 
«he power-distribution system around the 
industrial centre of Faisalabad in Punjab 
province. One power plant, the US$1.5 bil- 
tion Hub river project, is being built by the 
private sector and several other private 
power schemes are under negotiation. 

The privatisation of Pakistan Railways 
is also to be done in phases. Already 54 
loss-making sections of track have been 
closed and some of the best land owned by 
the railways is being auctioned off. 

-. A purchase of the entire rail network — 
lock, stock and barrel — would be unat- 
tractive to even the richest rail fanatic, so 
only parts of the operation are being priva- 





kised. Passenger ticketing and goods book- — 


ing has been sold to private interests on six 
sections of track. At the same time, Sharif 
has begun talks with (as yet unidentified) 
Swiss and French firms to lay new track 
and operate high-speed trains from 
Karachi to Peshawar in the north. 

In the energy field, Rs 2 billion worth of 
shares in Sui Northern Gas Pipelines, 
which monopolises the supply of gas to 
northern Pakistan, were placed in the 
stockmarket in August. But not all the 
shares were taken up and the government 


is considering lowering the offer price from | 


Rs 54 a share. The company is planning to 
place a total of 34 million shares with Brit- 
ish Gas, Novacorp of Canada and Sofragas 
of France. The shares comprise 40% of the 
company. 
. The privatisation of ownership is only 
part of the process of deregulation in Paki- 
stan. The government has opened several 
industries to private competition. 

Some 22 privately owned shipping 


companies have been licensed and the Na- | 


tional Shipping Corp. is to be sold. Domes- 
tic air routes are also open to private bid- 


ders, but so far there are no takers. The 
Aga Khan Fund for Economic Develop- | 
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ment secured approval in June 1 1991 tor run 


a private airline in Pakistan, but has not 
begun operations. In addition, 10 new com- 
mercial banks have been licensed and two 
state-owned banks sold. 

On paper, all these plans are highly im- 
pressive. But the government's critics say 
the reality is considerably less imposing 
and allege that the juiciest plums have been 
handed over to close associates of the 
prime minister. —— 

Gen. Saeed Qadir, wits heads one of the 
privatisation commissions that are super- 
vising the process, strongly denies this. 
“There is all the transparency in the priva- 
tisation process one could reasonably ask 
for,” he says. But some officials concede 
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" that constitutional protection. fo. 


rights needs to be strengthened. And Q 
admits that Pakistan's laws are too wee 
prevent private businessmen from buyi 
state-owned firms in order to monopoli 
individual industries. l 
The political opposition says that, if 
came to power, it would review the ent 
programme to ensure the sale of state c 


sets is carried out openly and fairly. But 
does not appear anxious to turn the clo 


back to the old days of state control. Th 

Pakistan Democratic Alliance, a coalition 
of opposition parties, said on 30 October 
that it supported privatisation and. would 





River runs dry 


Big Hongkong property deal falls through 


——— M——————Ó—————————————— 


twas a Charlie Brown Halloween for 

David Lee, general manager of Hong- 

kong's World Trade Centre Group 
(wTCG). Like the hapless cartoon character 
who receives rocks instead of the tradi- 
tional sweets on the 31 October holiday, 
Lee opened his "trick or treat" bag to find 
a third bad cheque from a group of main- 
land Chinese investors seeking to buy a 
44-storey building from WTCC. 

After accepting apologies for the two 
previous down-payment cheques that had 
bounced, wTCG cancelled the HK$2.5 bil- 
lion (US$323 million) deal. It would have 
been the second-biggest mainland-backed 
property purchase in Hongkong. As in 
Hongkong Land's trailblazing sale of the 
Nine Queen's Road Central skyscraper for 


_ HK$3.8 billion in May, the potential Chi- 


nese buyers of the World Trade Centre 
were publicly unidentified and had formed 
a consortium. The latest grouping, how- 
ever, could not live up to its name — Re- 
sourceful River. 

The collapse of such a large property 
sale to the Chinese was unprecedented but 
not enough to deflate the colony's high- 
flying commercial real-estate market, ana- 
lysts say. Nor is there evidence that gov- 
ernment-owned Chinese firms, which have 
driven the market in recent months, are 
about to retreat to the mainland. 

“It's not good news, but I don't expect 


the blown deal to have too much of an 


impact en the market,” says Lumen Man, 


sales manager at Peregrine Brokerage. The 


Hang Seng Index of Hongkong blue chips, 
which is heavily weighted with property 


stocks, rose more than 40 points to 6,231 





brokers say that the new owners of Nine 


sale has collapsed, few se dia are willing 


in the first half of 1992 and will buy a fur- 


ig FANS c HONEC 


on 2 November, the first trading day after — 
WTCG scrapped the sale. s 
The foundations of the prime commer- 
cial property market appear sound, ana- 
lysts say, despite a rise in prices of more 
than 30% this year. Mainland-Chinese cons: 
cerns have rushed in to replace the Japa- 
nese among the ranks of the colony's lead- 
ing landlords. The World Trade Centre __ 
deal would have fetched some HK$4,590 a. 
square foot, in line with industry estimates 
for a harbour front site in Causeway Bay. 
Office space in and around the central 
financial district, currently sells for more 
than HK$7,000 a square foot. Real-estate . 























Queen's Road have sold individual floors - 


prised the market at the time. 

When the World Trade Centre sale v was 
announced. immediately after China and 
the US resolved a major trade dispute in - 
mid-October, analysts viewed it as a har- 
binger of accelerated Chinese property in- 
vestment in Hongkong. But now that t 


to apply the converse k E 

David Faulkner of Brooke Hillier Parker : 
surveyors estimates mainland interests 
bought at least HK$6.6 billion in property - 


ther HK$9 billion by the end of the year. 
That would mean China's real-estate in- 
vestment in its once and future territory . 
would have doubled in each of the pas | 
two years. " 

"] don't believe there is a major change ; 
in Chinese investment philosophy. It's just 
one deal that did not come off,” Faulkner 
says. "It reflects the aU in dealis 











will retreat, but whether future Chinese 
buyers will be less mysterious. 

A few weeks back, wTCG's Lee was say- 
ing that Resourceful River comprised im- 
portant and well-known Chinese concerns. 
He confirms, however, that he was relying 
on the advice of Jones Lang Wootton, the 
property consultancy which brokered the 
deal. "l'm not trying to escape responsibi- 
lity,” Lee says, adding: "Jones Lang Woot- 
ton might have been misled, but they share 


| vq. ie i by ton declined any c comment. rie 
they WT CG gura not Eni the Chinese 


Lee did not learn who the buyers were 
until after signing the agreement with Re- 
sourceful River's chairman, Steven Lam, a 
Hongkong businessman not previously fa- 
miliar to WTCG. Lee refuses to disclose their 
identities pending legal action to secure the 
forfeited down-payment of HK$50 million. 

Market sources are similarly at a loss to 
pin down Resourcetul River or the reasons 
behind its failure to arrange financing. 
Now the deal has fallen through, WTCG is 
considering whether to sell or refurbish the 
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On the rebound 


Japan's Honda may tie with Korea s Daewoo 


By Ed Paisley i in n Seoul 


 outh Korea's struggling auto maker, 
Daewoo Motor, is courting Japan's 
e Honda Motor after finalising its di- 
Uoc vorce with General Motors (GM) of the US. 
- Daewoo is keen to close a deal by the end 
| « of November, a prospect that worries 
< Daewoo's local rivals and the South Ko- 
rean Government. 
"Cs Daewoo and Honda are currently ne- 
... gotiating a production and technology- 
transfer agreement that would give Honda 
sà base in South Korea and Daewoo a 
-< much-needed foreign partner. But indus- 
.try sources fear Daewoo may give away 
Y too much to clinch the agreement. 
^ “Daewoo needs help and Honda wants 
a foothold [in South Koreal,” comments a 
US auto executive. "You tell me which one 
more desperate for a deal." 
-- Most definitely Daewoo. On offer is the 
chnology and a production licence for 
Honda's Legend, a luxury car. Daewoo 
ould become the first South Korean auto 
maker to gain access to Japanese luxury- 
ir technology. The Legend can be ex- 





















dels in South Korea, such as- 
H yundai Motor's Grandeur and Kia 
Motors' Potentia. 

Moreover, the demise of Daewoo 
Motor's stormy seven-year joint 
venture with GM on 31 October 
leaves Daewoo as the only local auto 
maker without a foreign equity part- 
ner or source of new technology for 
its passenger cars. The US$170 mil- 
lion cost of purchasing GM's 5095 
_ stake will fall upon other members 
-of the Daewoo Group — South Ko- 
. rea's fourth-largest and most heav- 
-ily indebted business conglomerate. - 
But Daewoo Motor’ s losses of Won. 























x1 to sell well against other luxury ce car 

























147 billion (US$188 million) in 1991 are 
unlikely to narrow this year, say analysts, 
as the company has produced no new 
models to spark a turnaround. 

A Daewoo spokesman counters that the 
company's sales are outpacing those of Kia, 
its rival for second place in the local auto 
industry. According to the Korea Automo- 
bile Manufacturers Association, Daewoo 
cars have captured more than 25% of the 
market since May, compared with 20-24% 
for Kia and more than 50% for the nation’s 
leading auto maker, Hyundai. 

Still, those gains mask the company’s 
slow start in 1992. In the year to Septem- 
ber, Daewoo Motor held only 14% of the 
domestic market, up from 11% in 1991. 

These slim market-share gains have 
come at the expense of cheap financing 
costs — zero interest rates — extended to 
buyers and amid a costly restructuring of 
Daewoo's sales subsidiary. The Daewoo 
group will soon merge the sales and serv- 
ice divisions of Daewoo Shipbuilding and 
Daewoo Motor. Company insiders say the 
move may take two years to complete, 
which could slow car sales. 

For Posen it’s a win-win | situation, nd 


Odd mano out | 


Mitsubishi, 12.7% 





stock. pice. fio bon conce | 
about WTCG selling its main asset. The firir 
and affiliated Tomson Pacific are already 
under a government investigation for share 
transactions which have taken place since 
1990. 

. Controlled by Taiwanese and Chinesi 
interests and chaired by Macau g gambling 


| king Stanley Ho, WICG believes it will re- 


ceive further offers for the World Trade 
Centre. "Having had this experience, 1 
would be more careful," Lee says. " 


industry analysts in Japan. The company 
would benefit immediately from additional 
revenue from selling parts and from licens- 
ing its technology to Daewoo. And Honda 
stands to gain a foothold in the South Ko- 
rean market. 

Honda now sells its motorcycles under 
the DMC Honda name in South Korea 
through a technology arrangement with 
Daelim Motors. In other countries, Honda 
has entered the passenger car market 
through its motorcyle production partners, 
but Daelim is too small a producer. 

This is why Daewoo's offer is so attrac- 
tive to Honda. And if the talks fail? "3,000 
units a year is peanuts for Honda," quips 
one analyst at Kleinwort Benson in Tokyo. 

Neither Honda nor Daewoo would 
comment on the state of the negotiations. 
But sources at both companies say that 
chances are high that Daewoo would pro- 
duce up to 1,000 Honda Legends a month 
in South Korea beginning next year. 

Sources say that the key issues are thé 
cost of the technology transfer and whether 
the Legend will carry the Daewoo or the 
Honda logo. Bureaucrats and other auto 
makers in South Korea also worry about 
allowing a Japanese car to be sold in the 
domestic market under its own brand- 
name. Car imports from Japan are banned. 
Even so, "buyers here would prefer to: buy 
a Japanese car if given the chance,” dd an 
auto analyst at one brokerage firm. 

There are other complications, such as 
whether Honda would allow Daewoo to 
epon the South Korean-made Legends. 
One of the reasons for the break-up 
of the Daewoo/GM alliance was 
terms that limited Daewoo's export 
potential in Western Europe and the 
US. Another problem for Honda 
could be recurring speculatio that 
the Samsung Group, South Korea's 
largest business conglomerate, may 
purchase Daewoo Motor. 

The Daewoo group's s embattled 
financial position has led brokers to 
predict that a sale to Samsung might 
be in the offing. According to the 
Finance Ministry, the Daewoo 
. group had a debt-equity ratio HOS 

nearly 3:1 in 1991. E. 
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HILIPPINES 


?rivate power plan 


manila Electric Co. (Meralco) 
aid on 30 October it and 
"hree partners plan to build a 
500-megawatt power plant. 
Meralco will own 40% of a 
new company, International 
"'rivate Power Corp., with 
“irst Philippine Holdings, 
*hilippine Commercial 
international Bank and 

. G. Summit each taking 
20%. 





HONGKONG 
HSBC reshuffle 


HSBC Holdings, London- 
based parent of Hongkong & 
Shanghai Banking Corp., said 
fohn Bond will succeed 
William Purves as chief 
executive of HSBC Holdings on 
l January. Purves will remain 
chairman of HSBC Holdings 
and a director of Hongkong 
Bank, but will step down as 
bank chairman in favour of 
John Gray, who will also 
continue to be its chief 
executive. Bond, currently 
president and chief executive 
of the group's US subsidiary, 
Marine Midland Banks, will be 
replaced by James Cleave, 
formerly head of HSBC's 
Canadian operations and now 
an executive director at Marine 
Midland. 


Technology protection 
The Finance Ministry on 28 
October unveiled steps to 
protect foreign technology by 
keeping investment 
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applications confidential. 
Previously, state banks and 
industry associations have 
had access to proposals. 
Foreign investors will 
meanwhile be allowed 
greater access to areas 
including alcohol wholesaling, 
stock broking and some 
farm processing and farm- 
machinery manufacture. The 
moves are in line with the 
so-called Presidents' 
Economic Initiative agreed 
between Seoul and 
Washington. 


INDIA 
Bank failed to act 


The Reserve Bank of India 
knew last November that 
portfolio-management funds 
were being illegally diverted 
to stock brokers, but failed to 
act, a parliamentary inquiry 
into the Bombay securities 
scandal learned on 30 October. 
Large-scale unauthorised 
transactions were found at a 
Bombay branch of state-owned 
United Commercial Bank, the 
inquiry heard. 


THAILAND 
Budget revised 


The new cabinet approved a 
revised budget of Baht 560 
billion (US$22 billion), an 
increase of Baht 10 billion from 
that proposed by the interim 
Anand government. The 
decision calls for the first 
budgeted deficit since 1989, 
with spending expected to 
exceed revenue by Baht 26 
billion, or 19; of projected 1993 
GDP. 


INDONESIA 


GM auto plan 


General Motors (GM) of the US 
said it plans a vehicle 
assembly plant at Bekasi, near 
Jakarta. The 60-40 venture 
between GM and locally based 
Garmak Motor will begin 
producing Opel cars in 1994 
and light commercial vehicles 
in 1995. GM forecast sales of 


CAD LCACTLEDMI 





J 
Vietnam firm in debt. 


5,500 cars and 12,500 trucks in 
1997. 


VIETNAM 

State firms in debt 
Stated-owned companies in 
Ho Chi Minh City are hobbled 
by more than US$200 million 
in foreign debt, the city's Youth 
magazine said. Some 25 
companies have "long overdue 
debts" totalling more than 
USS58 million, it added. Much 
of the debt is owed by 
garment-producer Legamex, a 
food firm and Liksen printing 
house, all of which have been 
touted as free-market pioneers. 





JAPAN 
Retail scandal 


Masatoshi Ito, president and 
founder of Ito-Yokado, a 
leading retail chain, resigned 
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on 29 October following 
allegations that staff paid off 
gangsters. A week earlier, 
three company officials were 
arrested for allegedly paying 
more than Y 20 million 
(US$162,000) to racketeers 
who had threatened to 
disrupt last May's annual 
meeting. 


SINGAPORE 


London purchase 


CDL Hotels International, a 
unit of Singapore-based City 
Developments, bought the 
548-room Gloucester Hotel in 
Kensington, London, on 30 
October for US$106 million. 
The seller was a unit of the 
Rank Organisation. CDL 
Hotels is based in Hongkong. 
It owns hotels in Singapore, 
Taiwan, Malaysia and the 
Philippines. 


CHINA 

Steel mill bought 
Peking-based Capital Iron & 
Steel Corp. has bought a US 
steel plant that will be 
dismantled and shipped to 
China, Xinhua newsagency 
said on 2 November. The 
“minimill,” bought from 
California Steel Co. for an 
unspecified sum, will be 
dismantled by 300 Chinese 
workers, the report said. Its 
purchase is part of a US$400 
million project to renovate 
Qilu Iron & Steel Plant in 
Shandong province. 
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" ith foreign direct investment 
in India set to take off any 
day (at least, in the optimistic 
view), Shroff suggests inves- 
ors should keep their eyes wide open for 
van intriguing play on one of the country's 
biggest food companies. 
| Bombay-listed Britannia Industries, a 
venture whose controlling shares are held 
-by Indian-born entrepreneur Rajan Pillai 
and the French food group BSN, is not 
. cheap. Its stock sells at 46 times its recent 
earnings — about the same level as the In- 
dian-listed subsidiaries of Nestle and 
! Cadbury. 
|. But Britannia Industries, the only pub- 
| licly traded part of Pillai's emerging re- 
gional snack-food business, is in the envi- 
. able position of dominating the Indian bis- 
| cuit market. Moreover, it is a 24% share- 
_ | holder in a venture which is set to bring 
J| Coca-Cola back into India after a 15-year 
^. | absence. And the earnings of its biscuit op- 
- "| erations may have room for improvement 
a | when and if a boardroom brawl between 
| Britannia Industries’ two biggest share- 
| 1 holders is sorted out. 
ao In a lawsuit filed in Bombay in late Oc- 
| 
| 
i 
| 
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|. tober, BSN is seeking to have Singapore- 
_ t.based Pillai and his allies removed from 
.. [the board, opening yet another front in its 
^. | attempt to wrest control of the 50-50 ven- 
| ture which took over Nabisco's Asian 
| operations two years ago (REVIEW, 29 Oct.). 
The Bombay High Court refused to make 
.an immediate ruling on the suit, which is 
now due to be heard in December. 

So far, the stock has hardly moved in 
response to the squabble. But the view in 
Bombay is that it would rise if BSN (prob- 
| ably with another Indian partner) were to 
i: gain control of the venture. Bombay scut- 
tlebutt has it that Bombay Dyeing chair- 
man Nuslia Wadia would like to take over 
Pillai’ s stake in Britannia Industries, al- 
ough he has denied the reports. 

Pillai and BSN each have a 50% share in 
Britannia Brands, a Singapore-based com- 
pany at the centre of a cookies-and-nuts 
roup that runs from Pakistan to New Zea- 
land. As relations between the two sides 
have worsened in the past year, the French 
food company has been trying to wrest 
¿control of the venture from the up-and- 
| coming Pillai. 

| BSN accuses Pillai and his wife, Nina, 
| who sits on the board of Britannia Indus- 
_tries, of “fraudulently diverting and 
| misappropriating vast sums of money 
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BSN says the export division — run by 
Pillai’s brother-in-law, G. M. Nair, since 
early 1991 — has routed exports through 
three companies, two of them incorporated 
in the tax havens of Liberia and the British 
Virgin Islands. The division, which BSN 
says was breaking even until Nair took 
over, has since started reporting "huge" 
losses, it says. 

In the suit, BSN says that all three of the 
tax-haven vehicles have received large in- 
terest-free unsecured loans, which now to- 


tal about US$8 million. "Is it once again a 


coincidence that these advances have 
peaked at times when Rajan Pillai needed 
funds most?" asks BSN. 

Pillai certainly has need of funds. Ross 
Johnson, a former chairman of RIR Nabisco 
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of the US, is suing him for US$31.8 million, 
lent when Pillai was building up his 
business in 1989-91, Pillai also needs 
money for the venture he has formed with 
Coca-Cola. 

BSN claims that neither Pillai nor his 
wife have disclosed their interests in the 
three export companies and that this 
breach disqualifies them from being direc- 
tors. Furthermore, BSN claims to have “con- 
crete evidence” of Pillai’s interest in the 
three companies. The French firm asks the 
courts to strip Pillai and his wife of their 


directorships, pay Britannia Industries un- 


specified compensation and repay the un- 
secured credit. 

A Britannia executive defends the In- 
dian company: "There is nothing that has 
not been disclosed. There is nothing new. 


in the pattern of exports" and the loans A 
to the companies in question “are less t 





than ... in the past. Nothing new has re- 
ally happened," he says. n Mark Clifford 









The decision by Australian food gian: 
Goodman Fielder Wattie to sell the Singa 
pore supermarkets of its 63.8% ownec 
Cold Storage Holdings represents a vers 
good deal for the purchaser and risks push 
ing what is left of the Singapore firm inte 
less profitable territory. 

Hongkong’s Dairy Farm, part of the Jar 
dine Matheson group, paid what broker: 
consider a low price of only $$130 milliox 
(US$80.7 million) for the retail operation: 
which comprise 10 supermarkets (whic 
are better run than Dairy Farm's own 
Wellcome supermarkets in. Hongkong), 4$ 
pharmacies and 64 7-Eleven stores. The re: 
tail businesses generated 5$268 million ir 
turnover in the year to 30 June and S$14.- 
million in pre-tax profits. 

This represents an undemanding price 
earnings ratio of 9. In addition, Dairy Farn 
is buying the goodwill for a mere 5$77 mil 
lion, small beer for a household name ir 
an affluent market. Needless to say, it plans 
to keep the Cold Storage name for the su 
permarkets. 

This leaves what is left of Cold Storage 
with $$200 million in cash reserves. A’ 
Cold Storage's current share price, Good: 
man would have to pay only $$130 millior 
to buy the 36.2% of shares it does not al: 
ready own and pocket the cash. 

But Goodman is not going to do this 
Nor is it intending to distribute the money 
to shareholders. Instead, it plans to inves: 
the money in operations that, at least or 
paper, look less profitable than the busi- 
ness it has just sold. 

Goodman general manager Douglas 
Haley, who was in Singapore at the end o' 
October, says that "over the next couple oi 
years, the investment opportunities that we 
have identified would require all the S$206 
million that we will have in hand” 

Cold Storage Holdings chairman. Dor 
Hughes says that food manufacturing and 
distribution have “the best chances for suc: 
cess.” And the board has plans to turn the 
company into “a major regional manufac: 
turing and distribution company” — ir 
East Asia, that is. 

But consider this. In the year ending 
June 1992, retail operations accounted for 
48% of Cold Storage Holdings’ pre-tax 
profits. Yet these operations employed only 
38%, or 5$38 million, of the 5$99 million 
total capital employed in the business. 
Shareholders of Cold Storage have tc 





hopet that Goodman has the skills and con- 


tacts to make up for the loss of a chain oj 
etail outlets at which. generations of Sin- 
reans have shopp ed, m N. Balakrishnan 
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In Asian finance 
eregrine strikes with conviction 





At Peregrine we believe in backing instinct for opportunity 
with bold action in Asia's capital markets. Demonstrating 
the courage of that conviction has made Peregrine a 
respected advisor and a powerful partner. 
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CLASSIFIED ADVERTISEMENTS 


Appointments 


RESEARCH ASSOCIATE 
East-West Center 


The East-West Center is a public, nonprofit education and research institution with an 
intemational board of governors. Scholars, graduate students, educators and professionals in 
business and government, work with the Center s staff on current Asia-Pacific issues. The Center 
was established in Hawaii in 1960 by the U. S. Congress, which provides principal funding. 
Support also comes from more than 20 Asian and Pacific governments, private agencies and 
corporations and through the East-West Center Foundation. 

Applications are being accepted for a three-year limited appointment as research associate to 
work within the Program on Cultural Studies providing expertise in gender studies, with particular 
emphasis upon the interrelation of culture and gender. Research associates are responsible for 
planning and conducting collaborative research projects on issues of gender and society in Asia, 
the Pacific Islands, or the United States. Topics of particular interest to the program include gender 
and ideologies of tradition, gender vis-a-vis cultural and national identities, and the representation 
of gender identities in literature, film and popular culture. The appointment is renewable subject 
to satisfactory performance and availability of funds. 

REQUIRED QUALIFICATIONS: All applicants must have a Ph.D. (or equivalent) in a 
discipline of the humanities or social sciences; the ability to work in a multicultural environment; 
and have conducted research on comparative issues of gender in Asia, the Pacific Islands, or the 
United States. In addition, junior-level applicants must demonstrate the ability to conduct high- 
quality research, and senior-level applicants must have post-Ph.D. experience with a record of 
significant publications on gender issues in Asia, the Pacific Islands, or the United States and 
success in raising outside funds and managing research projects. 

PREFERRED QUALIFICATIONS: Fluency inan Asian or Pacific language. Demonstrated 
ability to work collaboratively to develop international projects. 

SALARY RANGE: $32,423.00 TO $50,830.00 per year (depending on qualifications) plus 
a cost-of-living allowance currently at 22.5% (subject to change) and an attractive benefits 
package. The expected starting date is August 1993. 

Submit resume with cover letter which includes the title of the position you are applying for, 
a narrative description detailing relevance of your qualifications and background to the 
responsibilities of the position, and names and addresses of three professional references. 
Applications must be postmarked/faxed by January 31, 1993. Send to: Rebecca Dixon, Personnel 
Office, Dept. 655, East-West Center, 1777 East-West Road. Honolulu, Hawaii 96848 or FAX to 
(808) 944-7970. The Center encourages applications from women and minorities. 

An Equal Employment Opportunity Emplover 





Employment Wanted 


INTERNATIONAL LAWYER & COUNSEL 


European national, 35 years, married 


CURRENT POSITION 


Director/General Counsel of a leading multinational company, with 
worldwide responsibilities for all overseas affiliates 

WORKING EXPERIENCE 

9 years international working experience (law firm and industry); 
strong leadership, analytical and organizational skills; proven track 
record in Asia; main areas of expertise: licensing, manufacturing, 
mergers + acquisitions, technical assistance, know-how transfer, 
joint ventures, strategical cooperations, corporate restructurings; 
tasks of a company secretary 


` ` 


ACADEMIC BACKGROUND 
Ph.D., LL.M.; admitted to the Bar in Germany and the USA 


German, English, French, Spanish, Chinese; basic Japanese 
seeks new challenge in the Asian region. Chiffre . . . . 


Please reply in writing to: 
Box 9210 Review Publishing Company Limited 
GPO Box 160, Hong Kong 





For QUALITY response... 
advertise in this section 











A vital 
Communications 
tool for China 
traders 


Just Released 





ow you can 
N have the China 

Fax and Telex 
Directory, the only 
directory of its kind 
available in the market. 


China Fax & Telex 
Directory is a vital 
communications tool for 
all China traders. 
Compiled from our own 
database, it provides the 
most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 





1. Alphabetically listed 

2. Industries Geographically listed 
3. Numerically listed — Fax 

4. Numerically listed — Telex 


You can get this extremely useful book by simply completing the 
order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 838 7753 Tel: 832 8300 


Please rush me copy/copies of the China Fax and Telex Directory 
1993 as indicated: 

Name: 

Company: 

Address: 

Country Tel: 

C] China Telex & Fax Directory 1992 


Price: Hong Kong — HK$190 + HK$25 for postage & packing 
Elsewhere — US$34 (including airmail postage & packing) 
No. of copies 


{J Bill me C Bill my company 
LJ I enclose in payment thereof 
(cheque payable to The China Phone Book Co., Ltd.) 
I I prefer to charge to my credit card 
(tick one): 
Visa O MasterCard O Amex [C] Diners O 
Card No: — 1 ^ Expiry Date: 
Signature: 














INVEST IN THE 
TOURIST INDUSTRY 
Get full details on the fastest growing 
most prosperous hotel in Cebu area 

ACROPOLIS HOTEL 














.DEGREE COURSES 
| fake a Master's degree in Business Admin- 
stration (MBA) entirely athome anywherein | 
ofid. Also Bachelor's, Master's and 
sctorate programmes in Computer Sci- 
ance, Economics, Education, Engineering, 
_ htemational Law. Languages, Sciences, etc. 
ig dge University, Dept. FERS, 

ansgade 18, 2200 Copenhagen, 
ark. Telifax: +45 31 81 58 14 








Alf Bang 1297 V. Rama Ave. Cebu 
City, Philippines. Tel (6332) 211- 
911, Fax (6332) 212-305 









Review Classified Sections 
; The classifications available in this section are as follows; when 
- booking, please state your requirements: 


Appointments Investment Opportunities 
Business Equipment Notices 
Business Opportunities Personal 
Business Services Property 
"Conferences & Exhibitions Positions Wanted 
Courses & Seminars Publications 
-Education Residential Schools 
Fellowships Universities 


- Hotels & Accommodation 
















e T7T^ — Wien you need important infor- 
| NEED F ULL mation, you invariably want it fast 


DETA ILS ON and accurate. The Review Index 
Peso enables rapid access to the most 
THIS OR BOR Aou uan 

X ys ! n: source: [he Far Eastern Economic 

WE RE ONLY Review. Everything published 
TICCI] Y during the preceding quarter, by 

GU ESSING: country, subject and date is 

detailed in the Review Index. 











This essential research tool is also available as a cumulative. annual 
edition. End hours of needless searching. Sub- — ERSEN 
Scribe now and receive your Review Index four 
^ times per year, including the cumulative annual at 
- US$59 per annum, or the cumulative annual alone 
for US$43 per annum. 








ticipated openings, with the following | 


TN competitive. Applications from women 
| LEADS 2° encouraged. | 
| R " Viewer candidates should send a 


yy Room l-2193 (101092), 1818 H 


M 









The International Finance Co ration, a 
member of The World Bank Group, pro- 
motes productive private investments in | 
developing countries through projectfi- — | — 
nancing and other financial services to —. 
enterprises. T | 
The IFC is looking for experienced In- A g 
vestment Officers, for current and an- US 
qualifications: 


e An MBA or equivalent T 





¢ A minimum of 5 years relevant expe- 
rience in investment or merchant Ww 
banking, corporate finance, industrial 
project development or management 
consulting. Experience in 
privatization, corporate restructurings, 
mergers and acquisitions is particu- 
larly desired. 


* Ability to evaluate and structure com- 
plex investment projects in their 
technical, commercial and financial 
aspects. 

* Relevant regional work experience 
with applicable language skills i.e. 
Russian, French, b , Portuguese, 
highly desirable. Fluency in English 
(both written and oral) is essential. 

IFC offers challengin rtunities at its 

Headquarters in Washinton, D.C. ina 

multi-cultural and multi-national com- 

mercial environment. Relocation and fre- 
quent international travel is required. 

Salary and benefits are internationally 











\\ detailed curriculum vitae as soon as 
] ened to: Recruitment Division, 
international Finance Corporation, 
Street, N.W., Washington, D.C. 
20433. Closing date: November 20, 
1992. No phone calls, please. 
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INNOVATION 


Fact before theory 


ill Burch likes to use a cartoon to 

illustrate the problems of an in- 

ventor in medical science. It shows 

a cartload of doctors careening 
down a hill. Behind the cart comes a scien- 
tist on a horse, desperately galloping to 
catch up. 

Inventions, in other words, are often put 
to good use before science fully under- 
stands how and why they work. 

In 1984 Burch, a biomedical researcher 
at the Australian National University in 
Canberra, developed a new material now 
trademarked as Technegas. This is used as 
an aid to diagnosis in scans for lung 
disorders. In his discovery, Burch unwit- 
tingly became the first person to apply the 
exotically named buckminster-fullerenes, a 
new form of carbon better known as bucky 


| balls. 


It wasn't until a year later, however, that 
these tiny football-shaped molecular cages 
containing 60 carbon atoms were discov- 
ered at Houston's Rice University. The 
Americans produced them by heating 
graphite to high temperatures in an inert- 
gas atmosphere — exactly the same condi- 
tions that Burch used to make Technegas. 

One of Burch's colleagues pointed out 


| the similarity between the methods, 


prompting him to peer at his compound 
through an electron microscope. What he 
saw looked like bucky balls, but the image 
was too blurry to be sure. Controversy as 
to whether Technegas contained bucky 
balls ensued, with a potential goldmine in 
intellectual property rights riding on the 
outcome. 

In September, a group of researchers at 
the University of New South Wales finally 
established beyond doubt that Technegas 
does indeed contain bucky balls. However, 
the result means little financially to Burch, 
whose patent is probably too general to be 
of much value. 

Not that this bothers the inventor much. 
“My goal was not to make bucky balls,” he 
says. "What I wanted to do was to make a 
good lung-scanning agent." In this, he un- 
doubtedly has succeeded. Since Technegas 
was first commercialised in 1986 by Tetley 
Manufacturing, a small Sydney-based firm, 
it has been used in the treatment of more 
than 100,000 patients in 23 countries. 

Technegas is used in the diagnosis of a 
life-threatening condition called pulmonary 
embolism. Post-operative patients are par- 


| ticularly susceptible to this condition, 


| 


| which occurs when a clot blocks the sup- 
| ply of blood to the lungs. It can be treated, 
but only if properly diagnosed. 


78 


The problem is that when conventional 
lung scans are used, pulmonary embolism 
is difficult to differentiate from other con- 
ditions like heart attack or even indiges- 
tion. Results are often unreliable, and tend 
to indicate obstructions where they do not 
exist. Furthermore, the materials used in 
scanning, such as radioactively tagged 
gases like krypton and xenon, are difficult 
to obtain and administer. 

To accumulate enough gas to produce a 
readable image, a patient must inhale a gas 
for several minutes. Once in the lung, the 
gas tends to dissipate quickly, limiting the 
time available for doctors to perform a 
scan. 

Technegas gets around these problems. 
The key to its efficacy is that it is not actu- 
ally a gas, but an aerosol — a cloud in 
which tiny particles of the mildly radioac- 





A patient receives Technegas. 


tive metal technetium are suspended. 

The inspiration for Technegas came to 
Burch from an unlikely source — smog. 
Observing that lead particles emitted from 
cars can remain in the atmosphere for days, 
Burch tried to persuade technetium to per- 
form a similar trick in a patient's lungs. 

Together with his partner, lan Tetley, 
Burch built a machine to generate 
Technegas. They poured a solution of 
technetium into a small hollow in a graph- 
ite crucible. When heated between two 
electrodes in an enclosed box, the'graphite 
acts as a carrier for the metal particles. 

By cranking up the temperature to 
about 2,500 degrees Celsius, Burch and 
Tetley were able to produce what Burch 
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describes as "a spectacular lift-off, a suc 
den puff of radioactivity that's really ver 
pretty to watch on a gamma camera." 

With Technegas, a patient only nee 
take two or three breaths. The particles a1 
too small to stick to the mucous in tk 
windpipe. Because of this, they achiev 
“vastly superior penetration” once the 
reach the lungs, says Provan Murray, 
leading expert in nuclear medicine at Syc 
ney's Prince of Wales Hospital. They re 
main in the lungs long enough to allo 
images to be taken from several angle: 
enabling doctors to produce an accurate d 
agnosis in 95% of cases. 

Murray says most Australian hospita] 
now use Technegas generators, as do ho: 
pitals in many European countries. Th 
product has just been approved for sale i 
Japan, and approval in the US is expecte 
to follow shortly. 

Clinical trials for a new application « 
Technegas are now under way in the U 
for the diagnosis of a nasty Aids-relate 
complication called pneumocytis pu 
monari. Researchers found that adding 
small amount of oxygen to Technegas ené 
bled the brew to permeate the lung's men 
branes and enter the bloodstream. In 
healthy lung, permeation should take « 
least 10 minutes, but the process can occu 
in less than three minutes if the lung i 
infected. 

What causes the change in the aerosol' 
behaviour when it is mixed with oxygen 
Scientists speculate that the answer coul 
lie in its chemical composition. Suppose (2 
Tetley Manufacturing's logo would hav 
you believe) that the technetium is cor 
tained inside the bucky ball. That migł 
explain why Technegas alone does not re 
act with the lining of the lungs. 

However, when oxygen is added t 
Technegas, researchers suggest, the oxyge 
atoms attach themselves to the surface c 
the ball, enabling the modified compouns 
to stick to the lung membrane and initiat 
permeation. 

What actually happens is not ye 
known. Because bucky balls are very sma 
— about a billionth of a metre in diamete 
— it will take some fancy scientific foot 
work to find out where the technetium i 
actually located. But the latest research e 
the Naval Research Laboratory in Wast 
ington has demonstrated that it is possibl 
to attach metallic atoms to the inside anı 
outside of bucky balls. 

So for Technegas, at least, scientist 
may be closing the gap between cart ans 
horse. 8 Bob Johnston 
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Lufthansa, Japan Airlines 
and Nissho Iwal, 
welcome on board. 





Lufthansa, Japan Airlines and Nissho 
Iwai take a seat with DHL. 
DHL International reinforces its alliance with 
Lufthansa, Japan Airlines and Nissho Iwai. Under 
the new partnership each has increased its share- 
holding in DHL International. The move hardly 
comes as a surprise. DHL is the acknowledged 
global leader in the express delivery of docu- 
ments and packages. Who better to share this 
position than two of the world’s € 
most respected airlines and 
a major trading group? 

Service is all. 
DHL Worldwide 
Express thrives on 
the service it offers 
its customers. The 
efficiency and flair of » 
each DHL employee is™ 
concentrated towards the goal of deliver- 
ing essential packages around the world — quickly 
and safely. Currently, 26,000 men and women in 
over 200 countries provide vital services every 
day. More than 8,000 owned and operated vehicles 
from 1,350 service centres handle the express 
deliveries of nearly one million customers worldwide. 

The Europe-Asia-USA triad. 
80 % of world trade is between Europe, Asia and 










ay 









the USA. Needless to say DHL is well established 
in each area. For short-haul routes, it uses its 
own airplanes. For intercontinental flights it 
calls on leading airlines — including Lufthansa 
and Japan Airlines — and will continue to do 
so in the future. 
The partners: Why they said yes. 

It’s only normal that a service-oriented company 
should look to other service companies as potential 


tion for excellence of 


vated its choice. To 
make sure everyone 
made the right 
choice, they agreed to 
™ give their final answer 
after a two-year trial 
period. The response was unanimous: Yes! 

And what it means to you the customer. 
Faster service, better airport facilities, smoother 
ground distribution systems, more investment 
in vital information services; the benefits to the 
customer are clear. They will also grow in the 
near future, allowing customers to pick and choose 
from a wider selection of services. It’s true now and 
it will be even more so in the future. 








a 


` You couldn't express it better. 


DHL Worldwide Express is composed of DHL International Ltd, which serves all locations outside the U.S. 
and its territories, and DHL Airways Inc, which serves all locations within the U.S. and its territories and their agents and affiliated companies. 


partners. The reputa- 


each of DHDL's part- 
ners strongly moti- 
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“Unlike me, my Rolex never needs a rest” 


Wherever his travels may take 
him, Placido Domingo takes a 
series of green bound books. Into 
these he writes his engagements 
three years ahead; such are the 
demands of the major Opera 
Houses of the world on the man 
acclaimed as possibly the greatest 
living tenor. 

Placido Domingo has commit- 
ted some eighty different operatic 
roles to memory. He believes this 
daunting repertoire is necessary to 
attract the widest possible audi- 
ence. For this is his ambition: to 
help more people, all over the 
world, enjoy and appreciate the 
music he loves. 

In recent years, Domingo has 
presented a live video perform- 








id Pls 


THE ROLEX GMT-MASTER IIl CHRONOMETER IN 1I8CT. GOLD. ALSO AVAILABL 


ance of ‘La Boheme’ to an audi- 
ence outside Covent Garden. He 
provoked a rapturous ovation in 
China (until then, Chinese audi- 
ences seldom even applauded). 
And a legendary curtain call in 
Barcelona lasted one hour and 
fifty minutes. "It would have been 
easier, Placido has said, “to sing 
the opera all over again’. 

Over and above this punish- 
ing schedule, Placido has sung 
many benefits, has been appointed 
President of the European Youth 
Opera, has appeared in films and 
videos, and has renewed his 
interest in conducting. 
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E IN STEEL AND 18CT. YELLOW GOLD OR IN STAINLESS STEEL 


As a student at the Mexico 
City Conservatoire, this was his 
main study. Now Domingo can 
bring all the experience of his 
singing career to bear on his con- 
ducting. "The operatic conductor 
is like a Roman charioteer/ he 
says. "He has a hundred horses 
on stage and a hundred horses in 
the pit. And he has to control 
them all.” 

To keep up with these ever- 
increasing demands on his time 
Placido Domingo, the Ambassador 
of ra, relies on his Rolex. "This 
watch is perfect for me,’ he says, 


"because, unlike me, it never needs 


a rest. You could say it's 
one of my favourite 
instruments. 


ROLEX 


of Geneva 
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Nature's spectacle offers such a richness of colour and texture, that man has always dreamt of 
stealing some of its magic. To recreate the smooth perfection of a pearl, the brilliance of a bird's 
feather, the velvet texture of a petal, the depth of hue of tropical fish. There are endless examples 
of the mysteries man has tried conquering, at every stage of civilization. In their own field, 
the engineers at Mazda have come close to realising their own dream. They have developed 
"High-Reflectivity Coating’; a new painting process that sheathes cars in colours that are 
incredibly deep, intense, brilliant and as smooth as a mirror — a reflection of a new perfection 


in the world of the automobile. 
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JAKARTA HILTON INTERNATIONAL * JAKARTA HILTON COA 


ISLAND WITHIN AN ISLAND PARADISE. 


Mystical, magical Bali. 
Where placid terraced 
rice-fields and majestic 
peaks contrast with fasci- 
nating rituals, art, theatre 
and music to offer the 
city-weary an experience 
that’s truly out of this 
world, 

And where the Bali 
Hilton International, in 
gloriously unspoilt Nusa 
Dua, only 20 minutes 
from the airport, beckons 
you with lavish offerings 
beyond your wildest 
imagination: * 537 luxuri- 
ously appointed rooms * 5 
restaurants * landscaped 
gardens & lagoons * out- 
door swimming pool 
* tennis & squash courts 
* health & fitness centre * 
a 300-metre white sandy 
beach * an adjacent 18- 
hole golf course. 

Don't put off paradise. 
See you in Bali, at the Bali 
Hilton International. 

To make a reservation 
at the Bali Hilton Inter- 
national or any Hilton 
International anywhere 
in the world, call Hilton 
Reservation Service or 
your nearest Hilton. 


BALI 
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INTERNATIONAL 





THE HILTON : THE HOTEL 
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Horses and dragons are out 

Michael Vatikiotis [Friction in the club, 22 
Oct.] reports "moves by Singapore to draw 
China closer to Asean,” and says that “In- 
donesia is concerned by Singapore's advo- 
cacy of closer Asean-China dialogue," 
which makes "Singapore a possible Trojan 

Horse for Peking in the region." 

_ Singapore has no interest in being a Tro- 
jan Horse for any power. It has always 
managed its relations with China sensi- 
tively, to avoid misunderstanding from 
other Asean countries. For example, it 
waited until Indonesia had established dip- 
_lomatic relations with China before doing 
so itself. 

How close Asean-China relations 
should be is a matter for Asean as a whole 
to decide, through its usual mechanism of 
consensus. Singapore cannot unilaterally 
advance these relations. It takes part in the 
discussions leading to the Asean con- 
sensus, but does not have a lead role in 
them. 

Senior Minister Lee Kuan Yew has 
never stated “that Singapore should show 
China the way to become a ‘big dragon’.” 
For Singapore with a 3 million population 
to try to show 1.1 billion Chinese how to 
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SERVICE TO THE 
GOLDEN GATE — 
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become a "big dragon" is a little presump- 


tuous and more than absurd 
SEE CHAK MUN 
Deputy Secretary (International) 
Singapore Ministry of Foreign Affairs 


M A Peking datelined story by a correspond- 
ent of the Singapore Straits Times on 30 Sep- 
tember reported: "Mr Lee Kuan Yew yesterday 
offered Chinese leaders some practical pointers 
on how China can make further economic ad- 
vances on the road to becoming a 'giant 
dragon.” 


Vietnam's interference 

I agree with the views expressed by 
Naritka Sugihara [LETTERS, 1 Oct.], about 
your EDITORIAL of 10 September. The 
Khmer Rouge is guilty for not implement- 
ing the second phase of the ceasefire, and 
also for not allowing the UN Transitional 
Authority in Cambodia (Untac) access to 
its territory, but its plea for the withdrawal 
of Vietnamese 'forces' deserves careful con- 
sideration. 

Under Section IV, Article 8 of the Peace 
Agreement: “Any foreign forces, advisers, 
and mili nnels remaining in Cam- 
bodia . . . should be withdrawn." The word 
‘forces,’ as stated in the Concise Oxford Dic- 
tionary, 1990 edition, means: "An organised 
body of people, especially soldiers, police 
or workers." As such, here it attracts "an 
organised body of workers," that is, “Viet- 
namese immigrants /settlers," who are still 
in Cambodia. 

The Vietnamese immigrants, in the be- 
ginning, did not come to Cambodia on 
their own, but were brought in from the 
Mekong delta by the Vietnamese troops, 
and allotted fertile lands, houses and fact- 
ories to colonise Cambodia, after its occu- 
pation in January 1979. 

They cannot be termed "economic mi- 
grants," as during 1980-88, Cambodia itself 
was starving. As such, all these Vietnam- 
ese ‘forces,’ which the Khmer Rouge has 
described as "saboteurs" and "fifth col- 
umnists," brought in the Vietnamise Cam- 
bodia, should be withdrawn. 

Throughout the Paris Peace Agreement, 
the word ‘Cambodian’ is used. All the 
Vietnamese immigrants (more than a mil- 
lion) now in Cambodia were brought in or 
came after November 1979 so that they 
could tilt the balance in favour of the Viet- 
namese installed regime in Phnom Penh. 

Can the forthcoming elections be 
termed as “free from outside interference,” 
as desired in the UN General Assembly’s 
12 consecutive resolutions on Cambodia? 
It is high time that the international com- 
munity should re-examine the political 
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situation in Cambodia. 
Wembley, England K. L. BINDR4 
> Mr Bindra was from 1964-67 the chairman 
and secretary-general of the International Com 
mission for Supervision and Control in Cam 
bodia, set up under the Geneva Agreement or 
Indochina in 1954. 


————— 


Old news in Hawaii 

The REViEW's article about Asian Ameri 
cans [29 Oct.] includes observations that dc 
not apply to Hawaii: Asians may have é 
"long way" to go for "empowerment" or 
the mainland, but 58% of Hawaii's state 
legislators are Asian Americans and an 
other 18% are native Hawaiians. 

Rather than finding Bill Clinton timic 
about meeting with Asian Americans, Ha 
waii Governor John Waihee personally 
presented Clinton a US$1 million contribu 
tion from the Democratic Party of Hawai 
before the convention. While Californii 
Asians may prefer Bush, he did not ever 
carry Hawaii in 1988. 

While pointing out that Jay C. Kin 
might be the first Korean elected to Con 
gress, the article fails to point out that cur 
rent state representative Jackie Young is thi 
latest in a line of Koreans elected to offica 
in the Aloha State. 


Honolulu MICHAEL HAAS 


Not enough at Subic 

Your article about Subic Bay [Open for of 
fers, 15 Oct.] places too much importance 
on the former US Navy base in determin 
ing the success of the Philippines in attract 
ing foreign investors. 

The problem is that, as your artick 
points out, Subic Bay is isolated fron 
everything, which made it a good military 
base, but makes it difficult to develop as ar 
industrial /commercial site. The lack of suc 
cess of the export processing zone a 
Mariveles, also located in relative isolatior 
from Manila, should make Filipino official 
think twice about putting all their eggs ir 
the Subic Bay basket. 

Foreign investors put money in a coun 
try not just because there are physical fa 
cilities available in a certain location. They 
need, most of all, a cheap and trainabl 
workforce, skilled managers, good road: 
and other public services, efficient commu 
nication links with other parts of the worlc 
and above all, security provided by a pro 
fessionally run police department. Withou 
these elements, the best buildings, har 
bours, and golf courses will not attract i 
foreign investor worth his salt. 

Granada Hills, California EUGENE CORAZC 
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on the line to prove Astra SP 
will improve 
your bottom line. 


Purchase an Astra SP 
and if your bottom line 
doesn't improve, we'll 
give you $100,000. 

We re so convinced that 
the new Astra SP is the 
right business machine for 
your business that we are 
willing to make you this 
offer. Why are we so con- 
fident? Because in today's 
business environment 
where operating expenses 
continue to be a critical 
factor in achieving "bottom 
liné objectives, Astra 
engineers designed the Astra 
SP for you. It's an aircraft 


that - 
E N 


delivers 

speed, 

range and short-field perfor- 
mance at an operating cost that's so 
competitive it will even make your 
Chief Financial Officer smile. So, to 
prove our point, if your bottom line 
has not improved after the first full 
fiscal year from the time you take 
delivery of a new Astra SP from us, 
we'll give you $100,000(U.S.). 


— 


fst oh ~~ 


Your global 
office in the sky 


In this rapidly changing world of 
global business, you also need to con 
sider a business jet that can give you 
access to worldwide marketplaces. 
Once again, Astra SP is the right 
choice. Its unequalled performance 
and range is a triumph of design 
finesse over brute power. And Astra is 
so aerodynamically efficient, it 
offers the highest operating 
speeds in its class. In fact, 

Astra 

already has 

33 world speed 
records to its 
credit. 

So, when you're 
considering the pur- 
chase of a new business jet, 


you Il have to spend at 
least $7 million more to 
match the performance 
and versatility of an 
Astra SP 


It all comes down 
to the bottom line 


Astra SP is the best kept 
secret in the industry. And 
with good reason. Because 
Astra gives you a level of 
high-speed, long-range and 
short-field performance 
that the competition 
never wants to talk about. 

A level of performance that will 
improve your bottom line, and 
we're willing to put up $100,000 
to prove it. Now, that's an offer 
you can't refuse. 

For the details and effective 
dates of our $100,000 _ offer write 
or call our President, 

Roy E. Bergstrom, 


at 609-987-1125 or fax us on 


your business 
letterhead at 
609-987-8118 and we'll be 








- wil de the US economy 
p m & "B5 but Asia may claim his 
Meus aeni earlier than he expects, if only 

~ because of the need to do something 
about big US trade deficits with many 
<> countries in the region. Asia wil also be 
|... the testing ground for Clinton's policies 
- on human rights, with China as the 
.. most difficult area of decision. Deputy 
editor Nayan Chanda reviews the 
| historic changes in the region since the 
start of the Bush administration and 
concludes that, though the Cold War is 
=- ending, national and ethnic struggles 
could still create problems for US policy. 

. Washington bureau chief Susumu 
^; Awanohara looks at the different groups 
2. and individuals who may influence 
a | Sacer $ policies towards Asia 15 
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des - Malaysia : ‘Leadership Stakes 

- 7... Prime Minister Mahathir's plea for unity 
at the assembly of the ruling United 

.. . Malays National Organisation fails to 
|". dampen the simmering rivalry between 
vy .. Second-echelon Malay leaders 10 





7 l Philippines : Talking to the Communists 
-President Ramos is attempting to end 
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... Back in the System 
J Stephen Solarz, who recently lost his job 
= as chairman of the House Subcommittee 
on Asian and Pacific Affairs, is being 
> tipped by Democratic Party sources as 
: either the next. US ambassador to the. 
UN or as ambassador to Japan. Solarz, a 
- leading foreign. policy expert in the US 
. Congress and an advocate of human 
. rights in Asia, had been one of 
.. president-elect Bill Clinton's advisers 
during the election campaign. ^ gba 
Meanwhile, California ngressman 
Tom Lantos, viewed by: some as an 
extreme “Japan basher,” could take over 
Solarz’ former job. In addition to ` 
holding a series of hearings indicting 


































| n the communist insurgency y though wide. 
ranging negotiations that cover social, . 
E political. and economic issues. 1 2 E 


Cambodia : .Peace Talks Fail | 
The UN-administered peace. zi is 


further dented when talks aimed at 


breaking the Khmer Rouge-engineered 
deadlock fail in Peking 13. ~ 


Diplomacy : Israel in Asia 
With Moscow’s help Israel establishes its 
first official contact with North Korea 13 


India : Political Strikes 
The bandh, or work stoppage, has _ 
become a favourite weapon in the battle 


between the Marxist state government of 


Now for the next treaty (12). 


allegedly unfair employment practices of 
Japanese subsidiaries in the US, Lantos 
has been a leading critic of China. 


Frontier Wisdom 


China told India during their latest 
round of boundary talks in Peking in 
late October that it agreed in principle to 
reduce its troop presence along the 
12,000-kilometre Sino-Indian border, 
though it did not provide any specifics 
on numbers or a timetable. The talks 
were part of a Sino-Indian effort at 
building mutual confidence following 
three decades of hostility and tension 
that included a brief, bloody war in 
1962. Western military intelligence 
estimates put Chinese troop numbers in 
Tibet at between 100,000 and 200,000. — 


High Sky Rents | 
The ¥3.5 trillion (US$28.5 billion) Kansai 
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West Bengal and the pk iad 
E opposition Party. 21. 


Taiwan : Wild Card Candidates ur 
_ The decision by two former go ernment | 
 Tninisters to run in the 19 Dece 








elections may prove a a mixed blessing to. 
the Kuomintang 22 | 


Central Asia : Uzbekistan 

Uzbekistan's Ferghana valley, the state's- 
economic and cultural heartland, is the- 
scene of a struggle between its - 


traditionally liberal Muslim population - 


and followers of the militant Wahabbi | 
Islamic sect which: draws much of its 
support from Saudi Arabia 23 

With God on their side 24 





International Airport has hit its latest 
hitch in negotiating with tenants to fill 
its terminal. The Kansai International 
Airport Co. is demanding ¥60,000 per 3.3 
square metres per month from 
concessionaires who want to operate at 
the new 24-hour facility, built on landfill 
in Osaka Bay. This is double the amount 
concessionaires are charged at Tokyo's 
Narita Airport and a third more than 
prime retail space in downtown Osaka. 


Fast Work 


The Burmese Government is going to 
surprising lengths to convince foreign 


 businessmen that the country is opening 


up to the world. Thailand's Krung Thai 
Bank, for example, was startled when it 
received permission to open a branch in 


-. Rangoon one week after enquiring about 


the possibility of doing so. The only 


_ stipulation made by the Burmese 
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[ { ( hinese ük stars 
emerges following recent political 
. liberalisation 34 

- Rocking in the twilight zone 36 


Laos : Archaeology 





Laos is seeking foreign aid to restore the ; 


ancient Wat Pou temple 38 


| Focus : Freight & Transportation 





- Whatever the commercial performance 
and prospects for the cargo business. 
during 1992, they have been | 

-overshadowed by a series of &ccidegils' 

and piracy 48. p a a 





Business 


; Philippines : Property 

The Makati business district is the xe 
in the crown of premier property- 
epe Ayala Land. Two rival 


authorities was that the branch be 
backed with Baht 40 million (US$1.6 
million) in capital. No foreign banks 
currently operate in Burma, though a 
number have been trying to get in for 
years. 


Troop Movements 


. Maj.-Gen. Xiong Guangkai, head of 

-military intelligence in China's People's 
Liberation Army (PLA), has been 
promoted to the post of assistant chief 
of general staff as part of a reshuffle of 
senior military officers following the 
14th Party Congress held in mid- 
October. At the same time, Lieut-Gen. 
Li Jijun, head of the influential Central 
Military Commission’s (CMC) general 
office, has been transferred to the PLA's 
top think-tank, the Academy of Military 
Sciences. Li’s move completes a major 
changeover in the CMC which saw the 





"— projects, hough, could dim the lustre 


| Thailand : Projects ; m 
doo The: Eastern Seaboard project, a six-year | 
me drive to pull industr 


- ^ Wuhan want to transform the city into 
| a bustling i international c commerce . 
s centre 66 | 


| South Korea : Companies 
Small businesses are having an 





inning to produce results 63 _ 





Gateway of the future se 


China : Projects 
Officials in the Yangtze River ponto a 


increasingly difficult time competing 
with conglomerates and foreign firms 68 


Malaysia : Markets 


Stock Exchange index to record highs 71 
China : Companies 


| A Thai agribusiness group plans a US$ 


billion investment in Guangdong 72 
Japan : Companies 


Computer games maker Enix is booming 


despite the gloomy economy 72 


dismissal of its general secretary Gen. 
Yang Baibing at the party congress. 
Yang, a hardliner, had tried to remove 
Li because of his reformist views on 
military professionalism. 


Restorative Tonic 

The transition papers for president-elect 
Bill Clinton include a recommendation 
that the US upgrades its official contacts 
with Taiwan, and the newly-elected 
president is expected to look favourably 
on the proposal. The American Chamber 
of Commerce and the Democrats 
Abroad in Taipei have petitioned the 
White House and Clinton's staff to send 
a high-level official to Taiwan, not least 
because most European countries have 
been dispatching cabinet ministers to 
promote trade and investment. Some US 
businessmen would also like to see a 
breakthrough even before the 
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inauguration. This could involve Clinton. 
sending a newly appointed cabinet 
member before that official assumes 
office in January. 


Bank Rupture 


Manila's financial community is rife 
with rumours that Philippine central 


leaving his post by the end of the year, 
despite having served only two of its- 
six-year term after being appointed by . _ 
former president Corazon Aquino in — 
February 1990. Cuisia's rumoured 
departure has been attributed to 
President Fidel Ramos' apparent 
preference for someone he has personal 
trust in, and the governor's failure to get 
Congress’ support for such major 
programmes as clearing the central 
bank's books of its P308 billion 
(US$12.52 billion) losses. 
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Pole position ploys 


^ Behind a facade of unity the struggle has begun for the succession to 
.. Prime Minister Mahathir. The prime minister himself has tried — not 
. altogether successfully — to remain above the battle. 
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| By Michael Vatikiotis in Kuala Lumpur mE 


——————————————————————————————Ó 


he race to become the next prime 

minister of Malaysia has already 

begun. But the message conveyed 

v to potential candidates at the an- 
‘nual assembly of the ruling United Malays 
-National Organisation (Umno) was that 

. they may end up winning the race and los- 
ing the prize. 

The 5-8 November assembly was domi- 
“nated by talk of succession — if not at the 
podium, then certainly in the corridors — 
though the meeting did not include any 
elections. Sensing this, Prime Minister 
‘Datuk Seri Mahathir Mohamad put in a 

strong plea for party unity. He warned sec- 
'ond-echelon Umno leaders that if they be- 
- come “too obsessed with getting positions 
in the party, the party will be destroyed, 
and the positions will have. no meaning 
any more." 





Mahathir's dibus: is “acute, Umno 


-watchers say. On the one hand he must 


remain neutral, to uphold Umno's tradi- 
tion of democracy and to ensure that too 
early an endorsement for succession does 
not weaken his leadership. But equally, 
those who know him say, his own inclina- 
tion would be to work with someone he 
can trust to preserve the Mahathir legacy 
and maintain the policies that have made 
Malaysia one of the fastest growing econo- 
mies in Asia. 

No one is challenging the leadership of 
Mahathir, who is Umno president and by 
virtue of that, prime minister. But crucial 
party elections will be held this time next 
year and some senior Umno leaders may 
have their eye on the post of deputy presi- 
dent, who automatically succeeds the 
president under the party constitution. The 
current deputy president is Deputy Prime 
Minister Ghafar Baba. 

Mahathir is 66 and has been prime 


minister since 1981. But he has hinted 
strongly that he is ready to serve another 
two-year term as party chief. "If 1 am still 


healthy and the party still wants me, it is 
[my] duty to offer myself,” he said after 
the assembly. 

However, Ghafar is alreadv 67, and ana- 
lysts say the longer Mahathir stays on, the 
more likely that Ghafar will be challenged 
by younger party leaders waiting in the 
wings. "The age issue is the only reason 
why there is talk of a challenge for the 
deputy presidency," said a member of the 
Umno supreme council. 

Poised to mount this challenge, party 
insiders sav, is senior vice-president Datuk 
Seri Anwar Ibrahim, who is also finance 
minister and whom many observers see as 
having the edge in the leadership race. Ar- 


 rayed against him are the two other vice. 


presidents, Datuk Seri Sanusi Junid and 
Datuk Abdullah Ahmad Badawi. They are 
believed to have teamed up with Ghafar in 
a bid to undermine Anwar's campaign. 
Umno insiders are reminded of the con- 
test between former cabinet ministers 
Musa Hitam and Tengku Razaleigh 
Hamzah for deputy president in the early 
1980s. Razaleigh, a former finance minis- 
ter, twice challenged Musa's position as 
deputy party president. Mahathir re- 


mained neutral in the 1981 contest, but at 








the 1983 Umno assembly he openly en- 
dorsed Musa. 

On neutral ground at the assembly, and 
under considerable pressure to bury their 
differences, the three vice-presidents vig- 
orously denied they were locked in a suc- 
cession struggle — though Badawi conced- 
ed that the activities of supporters gave this 
impression. Indeed, behind the scenes at 
the assembly, sources say, there was in- 
tense canvassing among the 1,700 Umno 
delegates. 

The battle lines have become more dis- 
tinct over the past few months as the poli- 
ticking has intensified and spilled into the 
open. Money and character assassination 
are the two weapons of choice in this cam- 
paign. Poison-pen letters sent to Umno 
members make allegations of corruption in 
high places and philandering among the 
elite. More significantly, some of the barbs 
have been aimed at Ma- 
hathir himself — some 
highlighting the alleged 
business activities of his 
family. 

Large sums of money 
are allegedly being spent 
by some contenders to buy 
delegates who will vote in 
next year's party election. 
The important role dele- 
gates will play in that elec- 
tion has unleashed an un- 
seemly — and expensive 
— scramble to be elected 
one of the 11 delegates that 
each Umno division will 
send to the 1993 assembly. 
To secure election to one 
minor post in a single divi- 
sion of the party in the East 
Malaysian state of Sabah, 
the successful candidate 
reputedly spent M$1 mil- 
lion (US$400,000). 

"Government facilities are sometimes 
used to garner support . . . Overseas tours 
are arranged and sponsored for the same 
purpose . .. And lots of money is still be- 
ing thrown about to get support," Ma- 
hathir said in his address to the assembly. 

Against this backdrop, the assembly 

was haunted by the spectre of new splits in 
the party. Just five years ago a rift between 
Razaleigh and Mahathir resulted in Umno 
being declared unlawful and Razaleigh 
taking his breakaway faction into the op- 
position camp. "Have we, after working so 
hard to revive Umno, learned from this in- 
cident? I would like to say ves, but the fact 
is there are those who have not," Mahathir 
told the assembly. 

Delegate after delegate appealed for 
party unity in the course of the three-day 
assembly. Despite these appeals, accompa- 
nied by fulsome praise for Mahathir's lead- 
ership, many delegates felt that it was too 
late in the day to stem the Umno infight- 
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Mahathir will go on . . . 


ing. “These people are going to use what- 
ever means to achieve their ends," warned 
Umno Youth chief Datuk Seri Najib Razak. 

More worrying for the Umno leader- 
ship is the apparent willingness of the con- 
tending factions to exploit criticism of sen- 
ior leaders to further their cause. "This fac- 
tionally inspired criticism is rubbing off on 
the leadership and we must put a stop to 
it,” a senior Umno official told the REVIEW. 

Here it was difficult to distinguish be- 
tween the customary licence given to 
Umno delegates to raise grievances with 
their leaders at the assembly, and 
factionally inspired mud-flinging. More 
than one delegate raised specific com- 
plaints about the government awarding 
lucrative projects to businessmen closely 
associated with the leadership. 

An Umno Youth delegate mentioned 
businessman Tan Sri Vincent Tan of the 





if he is wanted. 


Berjaya group, suggesting that whatever 
project he wanted was given to him. "Is he 
leaning on our leaders or are our leaders 
leaning on him? Or is it mutual?" he asked. 
In the economic debate, some delegates 
complained that the government was not 
paving enough attention to the bumipu- 
tras, or Malays — who form the majority 
of the population and have long enjoyed 
economic privileges — or that only certain 
people were reaping the benefits. 

Among those mentioned were Ananda 
Krishnan and Tan Sri A. Arumugan, both 
local businessmen considered close to Ma- 
hathir. Krishnan is a key figure in a mas- 
sive redevelopment of the Kuala Lumpur 
racecourse as an office and residential com- 
plex. Arumugan figured prominently in the 
1988 memorandum of understanding with 
Britain on military-weapons procurement. 

Mahathir responded by saying he never 
promised “that all bumiputra businessmen 
would become millionaires.” But it was left 
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to Anwar to defend businessmen known 
to be close to Mahathir. Anwar appears to 


draw strength from a close relationship — 


with Mahathir, and his critics resent this. 

“How else could he place his men in 
key positions in the media and govern- 
ment?” asked one political analyst. “Anwar 
is seen as benefiting from favouritism, and 
Mahathir is being blamed for being his pa- 
tron,” the analyst said. 

The perception is hard to dislodge, es- 
pecially after the warm praise Mahathir 
had for him at the assembly. Mahathir him- 
self strenuously denies favouring anybody 
in the succession stakes, though by doing 
so he almost neglected to mention that the 
party constitution effectively assures Gha- 
far the presidency — a slip-up he later cor- 
rected. 

Even so, when Mahathir says that all he 
wants to see in his successor is continuity, 
. many Umno rank-and-file 
: members cannot help feel- 
s ing he has in mind Anwar 
= rather than Ghafar. “In my 
= heart, I know that Mahathir 
prefers Anwar,” said one 
delegate from the prime 
minister's home state of 
Kedah. 

All the energy spent at 
this assembly on holding 
the party together ob- 
scured important issues 
the leadership wanted 
aired. The first of these 
was yet another attempt 
by Mahathir to wean the 
Malays away from reliance 
on privileges. He spoke of 
the need for a Malay 
"work ethic" instead of re- 
lying on government 
"crutches." But Mahathir's 
familiar doctor's tone — 
insisting that the medicine, 
though not pleasant, is necessary — does 
not go down well with a party which has 
built its national support on the back of 
privilege, remarked a seasoned observer. 

The key political issue to rally the party 
faithful was supposed to be an assault on 
the opposition state government in Sabah. 
Delegates dutifully lashed out, citing al- 
leged moves by the ruling Parti Bersatu 
Sabah (PBS) to take the state out of the Ma- 
laysian federation. One delegate suggested 
raising an army to defend Sabah's "na- 
tional integrity" against the PBS. 

At the end of the three days, delegates 
felt they had attended a surprisingly peace- 
ful assembly. Emotions were muted and 
the proceedings smooth. But as to whether 
the crucial issue of party unity had been 
resolved, even Mahathir seemed unsure. “I 
think what I say will have some effect in 
moderating the kind of campaigning 
which is not healthy for the party," he 
said. E 
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Treaty of Utrecht 





Manila holds talks with communist leaders 


By Rodney Tasker in Manila 


F ilipinos love to crack jokes about the 





domestic issues of the day, no mat- 

ter how serious they are. One of the 
current one-liners going around Manila is 
that the last two communists in Europe are 
Filipinos. 

The joke has a ring of truth to it. The 
two leaders of the Communist Party of the 
Philippines (CPP) who the government is 
trying to negotiate with are indeed exiles 
in Europe. So the government believes it 
has nothing to lose by holding exploratory 
talks with them in Dutch city of Utrecht. 

It is not the first time Philippine Gov- 
ernment emissaries have travelled to the 
Netherlands to talk to CPP founding chair- 
man Jose Maria Sison and Luis Jalandoni, 
a senior member of the communist um- 
brella group, the National Democratic 
Front (NDF). Jalandoni has lived in the 
country since 1973 as the NDF's interna- 
tional representative, and Sison decided to 
make it his voluntary exile base after his 
release from a Manila jail in 1986. 

But this time around there are higher 
hopes that an end to the 23-year commu- 
nist insurgency spearheaded by the crr’s 
military arm, the New People’s Army 
(NPA), may be in sight. Internationally, the 
Mao-style “people’s war” may seem some- 
thing of a relic, but bloodshed continues in 
the Philippines, holding up development 
and full political stability. 

According to military figures, the NPA, 
which reached a peak of 25,800 fighters in 
1988, still has more than 13,480 guerillas 
armed with 9,300 weapons. In the first half 
of this year, there were 907 casualties, 594 
of them rebels. The military estimates that 
6,300 civilians died from 1985 to the end of 
1991. 

Soon after Fidel Ramos became presi- 
dent following the March elections, he 
made it clear that solving the communist 
insurgency was near the top of his agenda. 
“I have placed top priority on our insur- 
gency problem which hopefully would 
lead to a better condition of national stabil- 
ity and security . . ." he said in August. 

The following month Ramos was 
backed by Congress in repealing a 35-year- 
old anti-subversion law that outlawed the 
cpr. He later also ordered the release of 
some 50 communist rebels, including top 
NDF leader Saturnino Ocampo. 

Also in September, Ramos set up a 
high-powered National Unification Com- 
mission (NUC) to "formulate a viable gen- 
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eral amnesty programme and peace proc- 
ess" and advise him accordingly. It was in 
the same month that a delegation led by 
Congressman Jose Yap, a House of Repre- 
sentatives member, went to the Nether- 
lands as Ramos' emissaries to adopt a new 
tack in peace talks with Sison and 
Jalandoni. 

The first substantive peace talks with 
the NDF were held by then president 
Corazon Aquino's government in 1986. 
They led to a ceasefire that collapsed after 
barely two months in a welter of accusa- 
tions of violations. Yap, who is close to 
Aquino, resumed the process with Sison 
and Jalandoni in 1990 
and again in 1991, when 
Yap was joined by two 
police generals in talks 
with the NDF in Hong- 
kong. But little emerged. 

“The NDF thought that 
it was a propaganda 
exercise and that they 
were being asked to ca- 
pitulate, to surrender,” 
said Romeo Capulong, a 
human-rights lawyer 
who acted as counsel for 
the NDF in the 1986-87 
talks. An official who has 
been close to the peace 
process since 1987 said 
that “Aquino was just 
trying to manage the con- 
flict.” Now, in the new 
talks, there is no mention 
of a ceasefire as a condi- 
tion and negotiations 
have broadened to include political, social 
and economic reforms. 

Yap returned from the last talks with a 
four-point joint declaration. Although the 
points dealt vaguely with the need for dis- 
cussion of more substantive issues and a 
lasting peace, the communist leaders had 
at least agreed to continue the process. 
Somewhat surprisingly, the new NUC 
added a lengthy list of refinements to the 
joint resolution calling for the talks agenda 
to include such issues as electoral reform, 
broader enforcement of human rights, dis- 
mantling private armies and socio-eco- 
nomic reforms. 

At the same time, the NUC has proposed 
a new deal on amnesty for the rebels, urg- 
ing suspension of court proceedings 
against those in detention and the possible 
release of those charged with common 
crimes, such as possession of firearms, so 
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Ramos: peace manoeuvres. 


long as the offences were committed in 
pursuit of political ends. 

That would be difficult to prove in a 
country where carrying arms is endemic 
and violent crimes are commonplace. But 
the move at least offers the prospect of real 
amnesty to rebels wanting to surrender. 
According to one NUC source, there are 
4,000 rebels, including southern Muslim 
separatists, who have given themselves up 
over the past four years, but have yet to 
receive real amnesty. 

The Nuc, which includes Yap, Defence 
Minister Renato de Villa, Justice Minister 
Franklin Drilon, two senators and a bishop, 
is headed by energetic and outspoken 
former human-rights lawyer Haydee 
Yorac. Earlier this year she was a leading 
election commissioner, who helped to 
make the March poll one of the most or- 
derly in Philippine history. In her new role, 
she has been holding clandestine talks with 
CPP members in Manila, and others con- 
nected with the movement nationwide. 

"| have noticed a 
significant shift [in the 
CPP's stance]," Yorac told 
the REVIEW. "Now we 
are getting a certain kind 
of openness . . . the envi- 
ronment now is more 
conducive to negotia- 
tions. For instance, there 
is no more frenzied anti- 
communism in the mili- 
tary." 

Yorac seems to have 
accurately gauged the 
mood of a military lead- 
ership that has become 
inured to fighting com- 
munists over the past 
two decades. "The gen- 
eral feeling of the mili- 
tary leadership is that we 
believe that we can't 
solve the problem by 
military action alone,” 
one army general said. 

But substantial obstacles in the new 
peace programme do remain. For a start, 
Sison and Jalandoni want any government- 
NDF talks to be held in a third country 
through a third party — thus achieving the 
internationally recognised “belligerency 
status” they crave. Manila is equally ada- 
mant that it is a domestic issue and that 
such talks should be in the Philippines. 

Some sources close to the insurgents 
also think that hardliner Sison still believes 
the communists will eventually triumph 
and that he distrusts Ramos as a former 
military general. But it is uncertain what 
degree of control Sison exerts over the 
movement in the Philippines, currently 
undergoing ideological debates and 
purges. That is why Yorac and her lieuten- 
ants have been making nationwide sound- 
ings. LI 
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'eking on 7 No- 
vem rms and partici- 
pate in yed elections, 

| nously, Australian 


xh Evans, who at- 
the Khmer Rouge 
| ig/s failure as a casus 
3 belli to launch a 1 l tary offensive against 
"Hun Sen government or UN Transitional 
' Authority in Cambodia (Untac) forces, the 
UN would be faced with the option of 
withdrawing Untac's 16,000 troops and 
5,000 civilians or change its mandate. The 
Security Council was unlikely to pass the 
second option, he noted. 

Despite the talks’ failure, holding them 
in Peking at least served the purpose of 
implicitly identifving China more closely 
with the UN sanctions expected to be im- 
posed on the Khmer Rouge when the Se- 
curity Council reviews the Cambodian 
quandary on 15 November. 

That, a diplomat suggested, may have 
been the main point for the sponsors of the 
meeting. The talks were convened by Paris 
Peace Conference co-chairmen Indonesia 
and France, plus Prince Norodom Si- 
hanouk, titular head of Cambodia's interim 
Supreme National Council (SNC). Observer 
countries Australia, Japan and Thailand 
were also represented. 

China was the main backer of the 
Khmer Rouge during Cambodia's 13-year 
civil war, and unless Peking convincingly 
washes its hands of its former clients, no 
UN sanctions can hope to work. Mooted 
sanctions include an embargo on the 
lucrative timber and gems trade with Thai- 
land. Without this source of funds, the 
Khmer Rouge would be less able to sabo- 
tage UN-guarded elections in the 80% of 
the country controlled by the other three 
factions. 

Only then, a Western observer said, 
would there be "even the remotest chance" 
of dissuading the other factions from re- 
arming, which “would conclusively signal 
the death of the Paris peace accords.” 

Cambodia poses a dilemma for Peking. 
On the one hand, China — as a permanent 
Security Council member — would like to 
keep a "statesmanlike" distance from its 
radical former clients. Yet wariness of Viet- 
nam, coupled with long-standing links 


















1st Khmer Rouge likely as talks fail 


with the Khmer Rouge and the Thais, 
make it awkward for China to "lead the 
charge" for sanctions, the diplomat added. 

At Sihanouk's insistence the site for 
talks was shifted from Phnom Penh to Pe- 
king. China was reportedly nonplussed at 
being thrust into such a visible role, and 
did not allow the talks or their associated 
briefings and news conferences to be held 
at any of the usual state venues. Instead, 
they were held at Sihanouk's villa in Pe- 
king' s old Legation Quarters. 

The most controversial delegate, Khmer 
Rouge leader Khieu Samphan, arrived 
hours late on the first day of talks. This 
represented “a. clear snub,” according to 
one diplomat who doubted Khieu Sam- 
phan's excuse that he could not get a seat 
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on a flight out of Hongkong. 
At a news conference the follow 
Khieu Samphan rejected responsi 
any resumption of hostilities in the 
coming dry season. The Khmer Rouge, ; 
said, is the “victim of aggression” by 
Vietnam-installed Phnom Penh govern 
ment. Instead of removing that regime 
favour of the SNC, as promised in the Pari 
accords, Untac was merely propping 
the old government, he charged. 
Meanwhile, Evans — one of the archi 
tects of the peace plan — told journalists i 
Hongkong that while the failure of th 
talks had been largely anticipated, th 
overwhelming mood during the meetin 
was that next year’s elections would go 
ahead, with or without the Khmer Rouge 
Evans characterised the Khmer Rouge' 
non-cooperation as a "permanent" featur 
and said any further compromises by it 
leaders were unlikely. He also said tha 
while the UN would clearly face a serio 
problem if the Khmer Rouge launched 
major military offensive, the faction's abil 
ity to do so had been eroded since its sup- 
ply lines to China were cut. 
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JAPAN 
_ Plutonium ship departs 


The Japanese plutonium 
transport vessel Akatsui Maru, 
carrying 1.5 tonnes of 
reprocessed plutonium, left the 
French port of Cherbourg on 7 
_ November amidst protests by 
international groups charging 
that the shipment poses 
unacceptable environmental 
risks. The next day the Solo, a 
ship of the environmental 
group Greenpeace which is 
shadowing the Akatsui Maru 
on its voyage to Japan, 
collided with the Shikishima, 
the plutonium ship's Japanese 
armed escort vessel. A 
Greenpeace spokesman in 
London claimed the 
Shikishima had intentionally 
rammed the Solo. Three days 
before the plutonium ship left 
. France, university students 
staged a protest outside the 
Japanese Embassy in Jakarta to 
oppose the possible passage of 
the Akatsui Maru through 
Indonesian waters. 


Loans for Hanoi 


Japan on 6 November 
resumed official development 
assistance to Vietnam with 
the signing of a Y45.5 billion 
(US$380 million) concessional 
. loan, marking a decisive step 
away from Washington's 
longstanding embargo on 
economic relations with 
Vietnam. Japan notified 
the US of its intention to 
resume the yen credits early 
this year but was asked to 
postpone the new loans until 
after the American presidential 
election. 


TAIWAN 


Rules eased on islands 
Martial law on Taiwan's 
offshore islands of Jinmen and 
Matsu was lifted on 7 
November, ending 43 years of 
military rule on the heavily 
fortified outposts within sight 
of China. Local residents are 
hopeful that a civilian 
administration will allow the 
development of a tourist 
industry and improved 
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communications with Taiwan, 
though soldiers stationed on 
the islands continue to 
outnumber the local 
population of 50,000. 


BURMA 
Convention date set 


The Burmese military 
government has scheduled a 9 
January 1993 opening for the 
national convention which will 
lay down basic principles for a 
new constitution. The 
convention will be attended by 
delegates representing 10 
existing political parties, the 
winning candidates of the May 
1990 multiparty elections, 
minority races, farmers, the 
intelligentsia, public service 
personnel and specially invited 
people. Parties and elected 
candidates will choose their 
own delegates, while the 
government will choose the 
rest. 


VIETNAM 
Phone fees goodwill 


In a move that signals 
reconciliation between the US 
and Vietnam, the US Treasury 
Department has announced 
plans to lift trade restrictions 
affecting American telephone 
companies that link the two 
countries. In April 
telecommunication links were 
restored between the US and 
Vietnam, but money earned by 
American companies from the 
calls was ordered kept in 
blocked accounts because of a 
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US trade embargo. This month 
the T will lift the order 
blocking the funds, and 
thereby release some US$2 
million owed to Vietnam, 
according to an AT&T company 
spokesman. 


SOUTH KOREA 


Nuclear inspections 


South Korean President Roh 
Tae Woo and Japanese Prime 
Minister Kiichi Miyazawa, 
holding a day-long working 
session in Kyoto on 8 
November, have agreed to 
press for North Korea's 
acceptance of bilateral nuclear 
inspections with the South, 
according to South Korean 
presidential spokesman Kim 
Hak Joon. The two leaders 
agreed that the current 
inspection regime imposed on 
Pyongyang by the 
International Atomic Energy 
Agency was not enough to 
remove fears of a secret 
nuclear programme by 
Pyongyang. 


PHILIPPINES 
Denial on US bases 


The Philippines-US Mutual 
Defence Board issued a 
communique on 6 November 
saying that after the closure of 
the last US military base in the 
country on 24 November, 
bilateral military cooperation 
between the two nations will 
continue under the 1951 treaty. 





REVIEW 


This will include “customary 
ship visits, aircraft transits, and 
. assistance by US forces 
during natural disasters.” This 

has been interpreted by the 
media and Philippine senators 
as meaning that President 
Fidel Ramos’ administration 
has implicitly agreed to the 
US military’s continued 
preferential “access” to their 
former military facilities, 
especially the Subic naval 
base. US and Philippine 
officials though have denied 
such an “access agreement.” 
Philippine armed forces chief 
of staff Gen. Lisandro Abadia 
claimed that port calls and 
repairs by US warships will 
be on a commercial basis 
available to other foreign ships 
as well. 





Imelda's new offer 


A new wrangle has developed 
between Imelda Marcos and 
the Manila government over 
the wealth allegedly amassed 
by her late husband, former 
president Ferdinand Marcos. 
On 5 November her lawyer 
said she was offering to 
withdraw US$356 million 
currently frozen in Swiss bank 
accounts to place in a public 
foundation for the poor in 
Manila — presumably if the 
government dropped its 
numerous charges against her 
involving her financial 
dealings. But Marcos 
withdrew her offer two days 
later. The Presidential 
Commission on Good 
Government, which claims the 
Marcoses plundered US$5 
billion while in power, 
subsequently rejected any offer 
by Marcos to return the 
money. 
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It should come as no surprise that 


HongkongBank links Asia with the 


world. We opened our Hong Kong. 


Shanghai and London offices in 1865. 


Within ten years we had established 


ourselves in Japan and the United States. 


Today, as the principal member of 


the HSBC Group, we offer the 
support of the Group's network of 
3,300 offices worldwide, including 
over 600 in Asia. Each providing 
advice and information from people 
with on-the-spot expertise and 
knowledge. 

Other HSBC Group companies, 
like Midland Bank, Hang Seng Bank 


and Marine Midland Bank, also have 





long and extensive experience of their 
respective markets. 

Find out what's behind one of the 
most international banking groups in 
Asia. Contact your nearest 


HongkongBank office. 
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Throughout the world, bankers who 
“speak dollars, and bankers who speak yen, or 
5 pounds, or won or ringgit, and bankers who 


E speak pesos, rupiahs or Deutschemarks all 





: speak to Unisys for answers to their mission 


: critica needs. 





Forty-one of the world’s 50 





largest banks rely on Unisys information 


‘ systems. In Asia 13 of the regions 20 largest 















D : banks, outside of Japan, rely on Unisys either 
for their core retail and branch banking 
. systems, or for their high or low speed 
document processing systems. But the buck 
- “hardly stops there. 

Over 80% of the regions SWIFT 
“member banks depend on Unisys systems for 
funds transfer. And over 21,000 Unisys teller 
workstations are deployed — not just in 
highly urbanised locations such as Hong Kong, 
but also in the smallest rural outposts of S.E. 





Asia. We offer unequalled capability in the 
fast growing area of credit card processing 


© 1992 Unisys Corporation - 


systems, and we've put our banking customers 
at least a year ahead of the competition in 
cheque imaging solutions. 

So it's hardly surprising that we have 


been ranked first in customer satisfaction 











surveys in Taiwan; or that all top ten banks 
in Europe and Japan and nine of Americas top 
ten, and 60,000 other distinguished customers 
recognize Unisys as a world leader in mission 
critical information systems. 

Call your local Unisys representative 


and ask how we can put the advanced 


technology and dedicated people of Unisys 


to work on your account. 
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Asian officials want Clinton and Gore to develop long-term strategy towards Asia. 


UNITED 


STATES 


The Asia-Pacific region became more peaceful during the four years of 
the Bush administration. But Asian problems may still force themselves 
onto president-elect Clinton's agenda sooner than he expects. 


8y Nayan Chanda in Hongkong 


When Bill Clinton is 
sworn in as the 42nd 
president of the US on 20 
January 1993, there will be 
one place in the world 
where there will be no 
servicemen to salute the new commander- 
n-chief. For the first time in this century, 
he Stars and Stripes will not be flying over 
he Subic naval base in the Philippines on 
nauguration day. The closure of Ameri- 
a's biggest military base in Asia is one of 
he more visible symbols of the dramatic 
hanges that Clinton will have to cope 
vith, 

The challenges that lie ahead in Asia 
nay not make the first 100 days’ “Things 
o do” list of the new president, but the 
xroblems may force their way onto his 
igenda sooner than Clinton may wish. The 
oresident-elect has said, “I am going to fo- 
'us like a laser beam on this [US] economy. 
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And foreign policy will come into play in 
part as it affects the economy. 

The Asia-Pacific region, which was the 
destination of one third of the US$422 
billion in American exports last year, can- 
not but be one such foreign-policy area. But 
many Asian officials fear that Clinton, pre- 
occupied with domestic economic prob- 
lems, may turn his attention to Asia only 
when a crisis erupts rather than develop a 
long-term strategy to deal with them. 

In many ways Asia today is more 
peaceful than when George Bush took of- 
fice four years ago. The Soviet army had 
begun withdrawing from Afghanistan but 
Moscow's military presence in the Pacific 
was undiminished and the basis for the 
US-Japan security alliance was strong 
Growing nationalism in the Philippines 
and budgetary pressures in Washington 
had not yet threatened America’s oldest 
military bases in Asia. Vietnamese troops 
were still in Cambodia and, despite some 
tension over the Chinese sale of missiles to 
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the Middle East, Washington and Peking 
were still partners in trying to maintain 
peace and stability in East Asia. 

The first foreign trip Bush made as 
president was to Asia — a swing through 
Japan, South Korea and China in February 
1989. But within three months of Bush's 
Peking visit celebrating Chinese-American 
friendship, Tiananmen Square erupted, 
sending relations hurtling downwards. Be- 
fore the end of that year, the Berlin Wall 
collapsed, followed rapidly by the melt- 
down of the Soviet empire. 

Today, from Peking to Peshawar and 
from Seoul to Saigon, there is a very differ- 
ent Asia. Reeling from an economic col- 
lapse, the Russian navy has withdrawn 
from most of the Pacific and its base in 
Vietnam's Cam Ranh Bav is all but closed. 
Once an outpost of the Soviet empire, Mon- 
golia has gone democratic. Democracy also 
has taken root in the Philippines, Thailand, 
South Korea and Taiwan. 

Old adversaries China and South Korea 
have established diplomatic relations and 
Peking and Hanoi have mended their rela- 
tions. A peace accord has been signed in 
Cambodia and the free market is booming 
across much of communist Asia and 
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l While all that is good news, the Cold 
.. War in Asia is not yet over. On the ruins of 
Marxist ideology, new national and ethnic 
_ struggles are emerging that may embroil 
. the US in the same way as the old East- 
. West struggle. America’s need to close its 
. trade gap and its new post-Cold War en- 
` thusiasm for spreading democracy may 
` generate new frictions between the US and 
the increasingly confident developing 
economies and nervous authoritarian 
States. 

“The first thing that may force Clinton 
to focus on Asia," says one Washington 
. official, “is when the trade numbers for 
1992 come out in February." With Japan's 
trade surplus with the US estimated to 
reach US$50 billion in 1992, and the mas- 

^ sive US trade deficits with China (projected 
US$15 billion), South Korea and Taiwan, 
. regional analysts fear that Asia will get 
some unwelcome attention in Washington. 
"Unless Clinton develops a strategy to 
deal with the problem, I am afraid, he may 
be mugged by the Gephardt crowd," says 
the Washington official, referring to House 
Democratic leader Richard Gephardt, who 
has long campaigned for retaliation against 
Japan and other Asian trading partners. 
While sections of the Japanese Govern- 
ment would seek to accommodate the US 
demand for a greater opening of markets, 
a variety of factors have contributed to 
make Japan take a more independent, and 
even defiant, posture. In fact, Japan sym- 
bolically broke with Washington three 
days after the US election by resuming eco- 
. nomic aid to Vietnam. 
s Japan's switch on Vietnam could well 
give Clinton an excuse to move in the same 
~ direction so that US business is not at a 
disadvantage. But given Clinton's personal 
“trouble on the Vietnam issue — he op- 
posed the war and avoided the draft — a 
decision on lifting the US trade embargo 
could be problematic. 
- Japan broke ranks with other Western 
nations to resume lending to China after 
ie Tiananmen massacre and recently be- 
came the first major industrial country to 
- send its head of state to visit China. “If the 
US does not change its hardline policy to- 
wards China, Japan's cosy relations with 
Peking could become yet another source of 
friction," says an Asian diplomat. 

The way Clinton defines his approach 
to China may set the tone of his Asia 
policy. After vowing during his election 
campaign to get tough with "tyrants from 
Baghdad to Beijing" and accusing Bush in 
a post-election statement of being "too easy 
on the Chinese and too cosy ‘with their 
leaders,” Clinton has amply telegraphed 
his desire to accord human rights a higher 
priority than Bush. But he also has said he 
does not want to isolate China. The task of 
drawing a fine line between the two ap- 





proaches will come early ir 


April he will have to decid 





favoured nation (MEN) status for China. 

A senior Asean diplomat cautioned 
against reading too much into Clinton's 
election statements. He said: "Reagan was 
elected as the most pro-Taiwan president 
in history but then he signed the most re- 
strictive agreement on arms sale to Taiwan 
— something that was totally unnecessary. 
Bush was elected as the most pro-Peking 
president and he sold Fl6s to Taiwan." 

An American diplomat specialising in 
China says that very early on the Chinese 
will seek from Clinton a reaffirmation that 
the US is still bound by the three joint com- 
muniques signed by presidents Richard 
Nixon (1972), Jimmy Carter (1979) and 
Ronald Reagan (1982). "For the Chinese 
these documents are sacred, for us they are 
just a nuisance,” the diplomat says. Clinton 
has said that he supports the Bush decision 
to sell 150 F16 jet fighters to Taiwan, a 
move that is clearly a contravention of the 
1982 communique. 





/ that in planning joint naval exer 


ether to- cises with allies in the region, the US i 
attach conditions to the renewal of ms 


casting China as the potential trouble 
maker. But in public the US has desistes 
from criticising China. 

Masashi Nishihara, a professor at fe 
pan's National Defence Academy, agree: 
"It's a matter of concern that the US has si 
far made no policy statement about Chi 
nese actions in the South China Sea or Eas 
China Sea,” he says. 

Countries in the region are ambivalen 
about this development. Nobody wants. ts 
see a return to the past confrontation be 
tween the US and China, but most woule 
like to see the US maintain a balancin; 
presence in the region, a point made br 
Asean foreign ministers to Secretary c 
State James Baker during his visit to Me 
nila in August. 

Clinton's task would be to maintain thi 
reduced but active posture in the Wester. 
Pacific even if some aspects of bilateral re 
lations with countries in the region are nc 
smooth. Says a veteran Asian analyst i: 
Jakarta, "A lot of countries in the regio: 





HE WHO RIDES A DRAGON .. 


One pernicious effect of the US decision 
to supply F16s to Taiwan, admits a US mili- 
tary analyst, would be to free the Chinese 
from their commitment to stop destabi- 
lising nuclear and missile sales. A senior 
Bush administration official told the 
REVIEW that the US intelligence community 
was very concerned about China's grow- 
ing power-projection capability, thanks to 
the purchase of components of nuclear 
warheads and missile-guidance systems 
from a bankrupt Russia. China’s readiness 
to sell its missiles and nuclear technology, 
the official said, is the source of major 
headaches. 

China's drive to project power, its de- 
velopment of a blue-water navy and its 
aggressive posture in the South China Sea 
“have made China a potential enemy of 
the US," says the American military ana- 
lyst." Informed military sources told the 


will be watching how the US handles tha 
[Chinese power projection] and what th. 
resultant implications might be for a Ja 
panese decision on its own security pos 
ture.” 

Yusuf Wanandi, of the Centre for Inter 
national and Strategic Studies in Jakarta 
said that some draw-down of US forces ii 
the Pacific is inevitable. "Even if Georg: 
Bush were re-elected he would have com: 
under pressure to do that. As long Clintos 
does not do it unilaterally, as Carter did 
and consulted with the partners it wouk 
be more acceptable. But some US presences 
is essential mainly to maintain Japanes 
confidence." 

Nishihara says that "the American de 
cision to sell F16s to Taiwan has increasec 
the US credibility in the region but I an 
afraid that Sino-American relations ma? 
deteriorate and that will worry us.” 
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hen you fly from Asia to America, fly the airline that gets you there fastest. Northwest — . 
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- Clinton also will have to decide how to 
. fein in the nuclear and missile race in the 
- Indian subcontinent. Freezing of US mili- 
-tary aid to Pakistan has not made any dent 
-in Islamabad’s desire to have nuclear 
weapons. Nor has the threat of sanctions 
persuaded India to sign the Non-Prolifera- 
. tion Treaty. 
-. Despite Sino-South Korean normalisa- 
tion the Korean peninsula remains a dan- 
gerous place. North Korea's refusal to 
~ work out a nuclear inspection regime if US- 
. South Korea military exercises continue 
adds a new wrinkle. Pyongyang’s contin- 
. ued refusal to allow challenge inspection 
| of its nuclear facilities could pose a new 
test for Clinton, who has vowed to "act 
more vigorously" to prevent the spread of 
weapons of mass destruction. 
The uncertainty of succession in Pyong- 
. yang and the eventual reunification of two 
. Koreas will pose a big challenge. "Korean 
- reunification is bound to happen during 
the Clinton presidency," says an intelli- 
-gence analyst, "and it has knotty cost im- 
plications. Will massive external assistance 
be needed to help manage the integration 
of two extremely disparate economies?" 
Korean reunification, though, is a long- 
term issue compared to the prospect of im- 
minent collapse of the U5$2.8 billion UN- 
sponsored peace process in Cambodia fol- 
lowing the failure of the talks in Peking in 
early November. Some of Clinton's power- 
ful allies in Congress, including Senate 
Democratic leader George Mitchell, op- 
posed the Bush administration-backed 
peace plan that legitimised the Khmer 
Rouge. Now, with the peace plan in dan- 
_ ger of foundering as a result of the Khmer 
Rouge refusal to disarm, the Democratic 
- leaders can say "I told-you-so," but Clin- 
ton will have to deal with the prospect of 
civil war and the return to power of the 
Khmer Rouge. 
. Clinton's human- -rights concerns, if 
pushed through in concrete policy meas- 
ures, are likely to bring the US into conflict 
not only with the remaining communist 
regimes but with authoritarian friends and 
allies of the US. As one Indonesian mili- 
tary officer points out, the accelerated eco- 
nomic growth of the countries in the re- 
gion, in sharp contrast with the troubles 
faced by the West, has given them a new 
sense of confidence. They have become 
more strident in challenging the US and 
Western concept of democracy, human 
rights and asylum for refugees. 
Although Asean countries have been 
= cool to proposals by intellectuals to hit back 
at Western "hypocrisy" on human rights, a 
wide spectrum of countries, from China to 
Indonesia and India, have called for a re- 
definition of human rights to fit a coun- 
try's specific historical, social and economic 
context. The launching of a Radio Free Asia 
to subvert communist and authoritarian re- 
gimes could prove to be serious irritant. ai 




































Democrats scramble for the spoils of victory 


By Susumu Awanohara i in | Washington 


pn"—-———————————————————— HQ — AIS LAMM II AAP I NUH 


These are boom times for 
US curriculum vitae mills 
as thousands of Demo- 
crats who have languish- 
ed in law firms, think- 
tanks, universities and 
legislative aihces across the nation dress 
up their personal histories and join the rush 
for the prizes that accompany president- 
elect Bill Clinton’s victory at the polls. 

The race for jobs in the new administra- 
tion, spurred by Clinton’s transition team’s 
search for candidates to fill key political 
appointments, represents “12 years’ worth 
of thwarted ambitions . . . exploding,” in 
the words of one Democratic Party con- 
sultant. 

To study the high-level applications and 
manage the transfer of power in the White 
House, Clinton named Warren Christopher 
— deputy secretary of state under the last 
Democratic president Jimmy Carter — 
three days after his election victory over 
President George Bush. Christopher called 
the transition “a particularly important 
time” and pledged to do all he can to en- 
sure a “conscientious and orderly” person- 
nel selection and help Clinton “[get] off to 
a brisk start” in January. 

As in the past, Asian diplomats are 
most interested in appointments to the top 
jobs at the State Department, National 5e- 
curity Council (Nsc), Defence Department 
and the CIA — the innermost circle that has 
traditionally fashioned US foreign policy 
with the president. Also crucial are sub- 
cabinet level appointees in these agencies 
who will deal directly with Asia, though 
these will be selected later. 

In his first formal statement after being 
elected, Clinton stressed the "essential con- 
tinuitv" of US foreign policy under him. 
Asian diplomats said they will be watch- 
ing closely to see who will get the foreign 
policy jobs and how they will go about 
maintaining security and promoting de- 
mocracy and human rights in Asia. 

Asians are also paying nearly equal at- 
tention to Clinton's choice for the top eco- 
nomic jobs at the Treasury Department, 
Office of the US Trade Representative 
(USTR), Council of Economic Advisers and 
Commerce Department. In addition, sig- 
nificant reorganisation is likely on the 
economic side, including the creation of 
a powerful Economic NEN cauna 
(ESC). 

Beor paiso will reflect new 









ing. Clinton has repeatedly said that i in th 
post-Cold War world, economic strength 


US should no longer sacrifice its economi 
interests to attain political or strategic ob 
jectives. The president-elect has declared 
"| am going to focus like a laser beam om 
[the] economy, and foreign policy will 
come into play in part as it affects the 
economy.” 

Observers agree that Clinton, having 
less faith than Bush in the market mechae 
nism and free trade, wants a somewhas 
more interventionist government to pro 
mote US economic growth and competi# 
tiveness. “The question for Asia is whethe: 
Clinton will stress punishing unfair trader* 
or boosting US companies through indus: 
trial policy — or both," Marvin Ott of th: 
National War College said. 

Knowledgeable Democrats are sceptica 
about the lists of "likely," or more mod: 
estly, “probable,” Clinton appointment 
recently aired in the media. "A lot of these 
names are self-generated," said a think 
tank associate who is herself on some o 
the lists. 
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*ush's man Solomon: probably out. 


But it is possible to identify some loose 
roups of advisers around Clinton from 
which the new president may well pick his 
yp aides. On the foreign policy side, there 
re several overlapping clusters compris- 
ng former Carter aides, or "Carterites," 
with a liberal and dovish record; "Friends 
f Bill" from Clinton's days at Oxford in 
he late 1960s; moderates around the 
)emocratic Party's think-tank, the Demo- 
ratic Leadership Council (DLC) which 
‘linton once headed; conservative Reagan 
)emocrats; and some foreign policy- 
ninded legislators of high stature and 
rarying ideological stripes. 

The liberal Carterites seem to have had 


save left their posts by around mid- 
993 after Clinton's people clear secu- 
ity checks and win Senate confirma- 
kon, diplomatic service specialists said. 
In addition, Robert Barry and John 
pies ambassadors to spore and 
ysia respectively, were also sworn 
apes ly in July and August. Although 
»oth men are career diplomats, they are 
aot Asia ists, which raises the 
ikelihood that they too will be re- 
noved, the Senate staffer says. 
In Washington, what ha to As- 


“linton chooses as secretary of state, 
ietie Cin le à cunei ditat with 


tialists said. Three of Clark's 
were appointed only this year and a 
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favoured access to Clinton, controlling 
the flow of ideas to him through pre- 
paration of speeches and briefing books. 
Aside from transition manager Christo- 
pher, the key Carterites are Anthony Lake, 
head of policy planning at Carter's State 
Department and who in an earlier era op- 
posed the Vietnam War, and Samuel 
Berger who worked under Lake. Lake now 
teaches and Berger practices law. Invest- 
ment banker Richard Holbrooke also 
served under Carter as assistant secretary 
of state for Asia, though he was not di- 
rectly involved with the Clinton election 
campaign. 

Christopher, Lake, Berger and Hol- 
brooke have all been mentioned for top — 
or near-top — jobs at the State Department 
or the NSC, but some conservative Demo- 
crats are opposed to them on the grounds 
they are too idealistic and not sufficiently 
tough militarily. The Carterites have coun- 
tered by saying they are more willing to 
use force in the aftermath of the Cold War 
as fear of global nuclear war has eased. 

Foreign policy thinkers among Friends 
of Bill include East-West relations scholar 
Michael Mandelbaum and journalist Strobe 
Talbott. They are to the right of the 
Carterites and have been recommended by 
some for the top NSC post. 

The centrist DLC, established by moder- 
ate Democrats in 1985 to counter the domi- 
nance of the party's liberal wing, made its 
presence felt during the campaign. DLC 
stalwart Will Marshall, for example, may 
take credit for Clinton's pledge to stay en- 
gaged with the world, maintain a strong 
military and use it if necessary. 

Conservative Reagan Democrats, 
known for their strong anti-communist 
position, may challenge this by saying they 
were the ones responsible for Clinton's 
pro-defence and anti-isolationist stance. 
Reagan Democrats like Richard Schifter, 
one-time assistant secretary of state for hu- 
man rights in the Bush administration, and 
think-tank member Joshua Muravchik 
have also been the driving force behind 
Clinton's criticism of China. Generally, con- 
servative Democrats are more willing to 
pursue democracy and human rights 
abroad after the Cold War since there is no 
longer the need to maintain an anti-Mos- 
cow alliance. 

Democratic legislators may end up fill- 
ing many of the key positions. The prob- 
lem for the Democrats is that after 12 years 
in the political wilderness, they are seri- 
ously short of foreign policy experience 
and internationally known personalities. 
One exception is Capitol Hill, where an 
assertive Democratic Congress has often 
tried to micro-manage the foreign policy of 
successive Republican presidents. 

Congressmen and senators whose 
names are mentioned represent the whole 
spectrum of the party and defy simple clas- 
sification. Congressman Lee Hamilton, a 
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key member of the House of Representa- 
tives’ foreign affairs committee and a pos- 
sible secretary of state, is considered a lib- 
eral on many foreign policy issues. By con- 
trast, Sen. Bill Bradley, another candidate 
for secretary of state, is a moderate. Les 
Aspin and Sam Nunn, respective heads of 
the House and Senate armed services com- 
mittees, are possibilities for secretary of 
defence, along with chairman of Joint 
Chiefs of Staff Gen. Colin Powell, though 
Aspin is considered more conservative 
than Nunn. 

Turning to Clinton's economic advisers, 
Friends of Bill from Oxford have played a 
prominent role, providing much of the 
new thinking. As a balance, though, 
Clinton has enlisted the help of a crop of 
orthodox economists as well as Wall Street 
investment bankers, business executives 
and a group of former trade officials. 

As Derek Shearer, a Friend of Bill and a 
liberal economist, said recently: “The policy 
of the past 12 years was based on a failed 
economic theory that says if the govern- 
ment gets out of the way, somehow every- 
thing will work out. It has resulted in slow 
growth, more inequality and a weakening 
of society." 

He added that the wide and diverse 
group of Clinton's economic advisers 
agreed on the need to establish a national 
economic strategy. Other Friends of Bill — 
notably business consultant Ira Magaziner 
and Harvard political economist Robert 
Reich — share the view that a more ac- 
tivist government is needed to jump-start 
the economy and make it more competi- 
tive. 

But just where and how much the gov- 
ernment should intervene remains a mat- 
ter for debate. Magaziner — more an eco- 
nomic nationalist than Reich — wants gov- 
ernment to support technologies and in- 
dustries directly, while Reich wants it to 
develop “human capital.” 

The speculation is that Clinton will put 
Magaziner or Reich in charge of the new 
Esc, while appointing a more traditional 
economist to run the Council of Economic 
Advisers. Big name academics, including 
Robert Solow, Paul Krugman, Alan Blinder 
and Lawrence Summers — now at the 
World Bank — have been mentioned. 

Clinton’s Wall Street advisers include 
investment bankers Felix Rohatyn, Roger 
Altman and Robert Rubin, all of whom are 
candidates for Treasury secretary along 
with former Federal Reserve Board chair- 
man Paul Volcker and Senate Finance 
Committee chairman Lloyd Bentsen. 

Former trade officials, including such 
hawks as Clyde Prestowitz and Alan Wolff 
and the less militant Paula Stern, are being 
considered for the USTR slot, while busi- 
ness leaders John Young of Hewlett 
Packard and John Scully of Apple Com- 
puters are seen as candidates for the Com- 
merce secretary's post. 
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Attack of nerves 





Asian leaders fear pressure on trade human rights 


By Review Correspondents 





Bill Clinton’s victory in the 
US presidential elections 
stirred immediate worries 
in Asia about a more pro- 
tectionist trade policy and 

A the threat of increased em- 
phasis by the new administration on hu- 
man-rights issues. But there was also some 
optimism that a Clinton presidency might 
benefit Asia by strengthening the US 
economy. 

This was particularly noticeable in Ja- 
pan, where some government leaders ap- 
pear to see Clinton as a bitter medicine that 
could ultimately be good for relations with 
the US. 

The US accounts for 29.1% of all Japa- 
nese exports and is the source of 22.5% of 
all imports. "A US administration that be- 
gins to solve the domestic economic prob- 
lems and restore economic growth is in Ja- 
pan's long-term interests," a government 
official said. 

Tokyo will certainly 
come under heavier pres- 
sure on trade from Wash- 
ington in the coming 
months, but this was una- 
voidable regardless of who 
won the election. Japan's 
bilateral trade surplus with 
the US, boosted by declin- 
ing imports in a slowing 
economy, had already 
passed US$30 billion in the 
first three quarters of this 
year, an increase of 15% 
from a year earlier. 

Coordinating policy to- 
wards China is still a con- 
cern, because Tokyo and Washington seem 
to be moving in opposite directions. "Our 
worry is that we will be caught in the mid- 
dle if US-China relations deteriorate drasti- 
cally," a foreign ministry official explained. 
"In the worst case, this could result in dam- 
age to our relations with the US." 

Ordinary Japanese people seem 
vaguely worried by Clinton's apparent 
youth and decisiveness — not qualities tra- 
ditionally associated with Japanese politi- 
cians. "Miyazawa could be his father," said 
Takahashi Tokiwa, a caretaker at an apart- 
ment block in Tokyo. “That may create 
some problems in communication. He also 
seems more straightforward than George 
Bush, and may demand a straight yes or 
no from us over trade disputes such as rice 





FAR EASTERN ECONOMIC REVIEW 





Li: guarded reaction. 


imports." 

China's official reaction to Clinton's vic 
tory was non-committal. Although con 
gratulatory telegrams went out from Presi 
dent Yang Shangkun and Premier Li Peng 
their content was never publicised in th« 
national print or broadcast media, anc 
even their existence was not revealed unti 
the routine weekly Foreign Ministry pres 
briefing two days after the election. 

The US election occasioned the firs 
prominent public display of the Statue o 
Liberty since its plaster of Paris knock-off 
the "Goddess of Democracy," was demol 
ished by People's Liberation Army troop: 
during the 1989 Tiananmen massacre. A 
large cardboard cut-out of the New York 
statue dominated the decor in a grounc 
floor conference room of the World Trade 
Centre, where the US Embassy sponsorec 
an open-house party. 

The party drew plenty of attendance 
but the increasingly evident Clinton leac 
drew mixed reviews from the crowd. A 
book vendor who had vis: 
ited the US on an embassy 
sponsored tour mourned 
the ouster of Bush and his 
“constructive engagement’ 
policy. “He understooc 
what we are trying t 
achieve here . . . And he 
was better disposed to- 
wards socialism. With 
Clinton, who knows?” 

In private, some Chinese 
officials expressed guarded 
optimism about Clinton's 
plans for the US economy 
“If he can get the US 
economy back on a growth 
track, it's bound to help 
China," said an official from the Economic 
and Trade Office, Vice-Premier Zhu 
Rongji’s new-fledged "super-ministry." 
His colleague from the Special Economic 
Zone Office added "now that the campaign 
is over, we can expect a more realistic ap- 
proach from the Democrats." 

A US business consultant echoed this 
view: “If this guy is all about job creation, 
the very last thing he’s going to want to do 
is wipe out some US$8 billion of exports,” 
this year’s projected US sales to China. 

Around Asean, expectation of a Clinton 
victory was accompanied by concerns 
about new directions in US foreign policy. 
Indonesian commentators speculated that 
the new Democratic administration could 
affect bilateral relations by taking a harder 
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ne on human-rights issues, and herald a 
Joler US relationship with Indonesia. 

Reaction in Malaysia also focused on 
?e new stress on human rights the Clinton 
«ministration is expected to adopt. Prime 
Ainister Datuk Seri Mahathir Mohamad 
aid the Americans had better attend to 
neir own human-rights problems first be- 
ore exporting their ideas to other coun- 
‘ies. “You cannot preach something you 
lon't practice," he said. 

Singapore's support for Washington's 
ommitment to maintaining regional secu- 
ity coloured the country's reaction. Prime 
Ainister Goh Chok Tong said he hoped 
linton would see "partners and not po- 
ential adversaries across the Pacific." 

While Asia as a whole worries about an 
nward-looking Washing- 
on, US diplomats suggest 
nat the departure of offi- 
ials staunchly opposed to 
Aalaysia’s proposed East 
^sia Economic Caucus — 
wotably Secretary of State 
ames Baker and his chief 
tide Robert Zoellick — of- 
ers the possibility of a 
resh look at the idea. 

Mahathir said he hoped 
he new US leadership 
vould not be so “fright- 
ned" of a simple forum of 
šast Asian countries. Al- 
uding to the uneasy rela- 
ionship with Baker — the 
wo men plainly did not get along — 
“lahathir said: "I think it is a good thing 
3aker is out of the picture.” 

Vietnam, which had quietly cheered for 
3ush in the election campaign, quickly ex- 
»ressed optimism that Clinton would con- 
inue moves to ease the US trade embargo 
ind normalise diplomatic relations. 
Jeputy Premier Phan Van Khai, in Hanoi's 
irst public reaction to Clinton's victory, 
said Vietnam expected the two countries 
o continue their cooperation in resolving 
ihe fate of some 1,600 US servicemen still 
nissing in action since the end of the Viet- 
yam War. 

“I believe that [Clinton] will certainly 
continue US cooperation with Vietnam on 
questions of humanitarian concern,” Khai 
ld journalists. 

Vietnamese officials say Washington 
aad promised in the weeks prior to the 
»lection that Bush would take further steps 
0 ease the US trade embargo if Hanoi 
ypened up its military archives. After the 
»lections, officials argued that Clinton's 
campaign pledge to stimulate the US 
*conomy would push the new president to 
continue the normalisation process. "Fac- 
ors like economic development and the 
»otential of the Vietnamese market are still 
working to push relations ahead," said Le 
Bang, who heads the Foreign Ministry's 
Americas Department. “Many US compa- 
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nies want to do business with Vietnam." 

Many Indians think the Democrats 
have historically been warmer to India 
than Republicans — the closest period in 
bilateral relations was when President John 
F. Kennedy sent economist J. K. Galbraith 
as US ambassador to New Delhi in the 
early 1960s. “There is an idealistic affinity 
between Indian democracy and the Demo- 
cratic Party," said Abid Hussein, India's 
ambassador in Washington until mid-1992. 

However, while Abid Hussein thinks 
India's more open markets will ultimately 
interest a US administration trying to boost 
exports, Manini Roy, an economist at the 
Confederation of Indian Industry, worries 
about trade sanctions in the short term. “I 
generally feel that Clinton will be pretty 

— bad for Indian industry be- 
cause we are likely to see 
more quota restraints and 
higher tariffs.” 

Former Democratic con- 
gressman Stephen Solarz 
also tilted towards India on 
issues like nuclear prolif- 
eration and Kashmir. Like- 
wise in Pakistan, the 
Democrats are expected to 
be friendlier towards 
Benazir Bhutto’s Pakistan 
People’s Party as it tries for 
a come-back against Prime 


fragmenting military-busi- 
ness-clerical alliance. 


In South Korea Clinton's victory was | 


welcomed as a sign of change by Kim Dae 
Jung, the candidate of the opposition 
Democratic Party in the December presi- 
dential elections. On the other hand, busi- 
nessmen and bureaucrats reacted with a 
mixture of gloom and caution. 

"There're a lot of things in what Clinton 
has said that should worry us,” said Rhee 
Pil Gon, vice-chairman and chief executive 
officer of the Samsung Trading Co., one of 
South Korea's largest general trading cor- 
porations. 

Among them are Clinton's threat to re- 
introduce the Super 301 clause, which calls 


for unilateral sanctions against countries | 


with trading regimes seen as less than fair 
to the US, and his proposal to add environ- 
mental protection to provisions in the 
North American Free Trade Agreement 
package signed with Canada and Mexico. 
Rhee said these proposals indicate a shift 
from globalism to a stress on internal US 
interests. 

Given these perceptions, the next ad- 
ministration in Seoul is likely to accelerate 


already planned market opening and fi- - 


nancial deregulation measures. A meeting 
chaired by Vice-Minister of Economic Plan- 
ning Han Kap Soo on 5 November at the 
Korean Chamber of Commerce and Indus- 
try discussed steps to be taken to tighten 
up protection of intellectual properties. m 
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INDIA 


Playing the 
bandh game 


Government uses strikes 
as political weapon 








By Jayanta Sarkar in Calcutta 


n 6 November West Bengal went 
| into a state of paralysis that has be- 


come almost routine in this popu- 
lous, poverty-stricken part of India. But the 
curiosity of the ritual of a 24-hour work 
stoppage called bandh was not so much in 
its occurrence but in the fact that it was 
organised by a party in power at the centre 
against another party running the state 
government. 

The struggle between the ruling Con- 
gress party at the centre and the Commu- 
nist Party of India (Marxist) (CPI (M)) at the 
state level has, of course, gone beyond or- 
ganising strikes against each other. The 
central government’s attempt to liberalise 
the economy has brought it into conflict 
with West Bengal, India’s only Marxist- 
ruled state. 

The 6 November bandh was called by 
Congress, the main opposition party in the 
state, to protest against alleged police 
shooting on a peaceful demonstration in a 
small town. Congress, could have asked 
the federal government to take up the mat- 
ter with the state administration, but in- 
stead, it took the issue to the streets to se- 
cure maximum political mileage out of the 
day-long bandh. 

But if there is one party that has really 
excelled in playing the bandh game, it is 
the CPI (M). It used the weapon with great 
finesse in the 1960s and 1970s to embarrass 
the Congress governments of the day. But 
even after the CPI (M) came to power piggy- 


_ backing on the Left Front coalition, which 


it dominates, it has not stopped calling 
bandhs. 

Marxist ideologues do not see any in- 
congruity in a state government calling a 
bandh to protest the policies of another 
state government or of the centre. With 
their unredeemed faith in the classical form 
of communism, complete with Marx, 
Engels, Lenin and even Stalin, they explain 
that a bandh represents the power of the 
people, which is different from the power 
of the state. The two, they hold, can co- 
exist. 

Despite the theory, however, the CPI (M) 
is alarmed by the erosion of state power 
presaged by Prime Minister Narasimha 
Rao's policy of economic liberalisation. 


| West Bengal has responded with rhetorical 
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.. condemnation and work stoppages. 
. The Left Front, now in its 15th year in 
- Office, has called bandhs to protest the cen- 
. tre's new economic policy, contending that 
. it is anti-labour, inflationary, and allows 
. free entry to multinational companies. The 
- party is also extremely critical of the large 
. loans being taken by India from the IMF 
and the World Bank. 
|... The communists say they are not 
. against liberalisation per se. Indeed, veteran 
. CPI M) leader and parliamentarian Amal 
` Datta says some aspects of liberalisation 
are "welcome." But he believes it also has 
led to "enormous corruption in the sys- 
tem" and has become "an instrument of 
 unbalanced economic growth." 

West Bengal has been upset by the ex- 
plicit stipulation in the new policy to close 
down ailing or loss-making units and re- 
duce surplus labour even in profitable con- 
: cerns. 

. For historical reasons, West Bengal in- 

dustries have become mostly outdated and 
have excess manpower. They are thus 
^. likely to be hit the hardest. And true to 
- Such fears, National Textile Corp., an In- 
dian government undertaking, has picked 
its West Bengal mills first for a voluntary 
retirement scheme. 

The state also has been hit by the new 
policy of drastically reducing commodity 
subsidies. Prices of petroleum products 
have already gone up and fertilisers have 
become costlier. The state government, fac- 
ing a tight budget, finds it difficult to cope 
with such a rise in expenditure. 

Higher prices for fertilisers could check 
the spread of multiple cropping in the 
state. Bengali farmers have of late started 
cultivating second and even third crops. 
Es Economic liberalisation has led to an- 

other major change: West Bengal can no 
longer accuse the centre of discriminating 
. against it. Before liberalisation, New Delhi 
. held the power to sanction new industrial 
. projects anywhere in the country. 

West Bengal had alleged that the centre 
sometimes influenced prospective promot- 
ers against choosing the state as the loca- 
tion for projects. The new policy is simpler. 
The investor registers with the Industry 
Ministry in New Delhi and is then given 

.an Industry Entrepreneurs Memo. From 
-then on he has to deal only with the re- 
 Spective state government. 

Moreover, every state now has to sell 
itself to investors. West Bengal's most ef- 
fective salesman has been Chief Minister 
Jyoti Basu. Long before Narasimha Rao's 

government emphasised private enter- 
prise, the 77-year-old Basu, a life-long com- 
 munist, opted for selective private partici- 
 pation in public-sector projects, as in some 
of the electronics companies set up by the 
state government. 

Even so, Basu's excellent personal rela- 
tions with industry have done little to 
lessen the scepticism in corporate circles 
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and liberalisation has done little to improve 
the way it works. Says Dungans Agro's 
chairman, Gouri Prasad Goenka, "The po- 
litical will to attract investors to the state is 
there, but nothing much has changed" at 
the state government secretariat. 

Senior executive of an industry associa- 
tion added that: "The state lacks a work 
culture. The bureaucracy remains painfully 
slow. At a time of high interest rates, an 
investor wants to complete a project fast 
and cut interest payments, which could 
vary from Rs 50 million (US$1.8 million) to 
Rs 500 million a year. 

What does it matter to him if the state 
government gives him a subsidy of Rs 10 
million or Rs 20 million? Roads and com- 
munication facilities in the state are also 
not good." 

The state industry department retorts, 
however, that there has been an upsurge 
in investment interest. According to its sec- 


















' Bikram Sarkar, the state receivec 
proposals for 254 investment project 
worth over Rs 53 billion during a recen 
16-month period. Even assuming a 50% 

"mortality rate," as he put it, the state coule 
expect substantial investment over the nex 
few years. 

The immediate prospects, however, are 
not so encouraging. The only real postib 
eralisation "baby" born in the state, in the 
sense that it was conceived after mid-1991 
is a small Rs 300 million refractory unk 
established by the multinational Vesuvius 
Engineering. 

The state’s most ambitious project, the 
petrochemical complex at Haldia, remains 
in the doldrums. Some of the other or: 
going projects like the steel-based enter 
prises of Tatas and Birlas and a powei 
plant of the state government were taker 
up well before liberalisation came. As one 
Bengali intellectual said: "There is no light 
at the end of the tunnel — only some fire 
flies." a 
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Caught in a cleft 


Economic, religious pressures threaten Uzbekistan 


By Ahmed Rashid in Ferghana 
E can explode at any time. 





People are just waiting for it to hap- 

pen and nobody can do anything to 
stop it. Everything has come at once — à 
new multi-party system, à poor economy 
»and now the fundamentalists. We have no 
immediate answers." This apocalyptic 
summation of the crisis facing Uzbekistan 
was made recently to the REVIEW by a sen- 
ior Interior Ministry official based in the 
Ferghana valley. 

With the battle lines of civil war in 
neighbouring Tajikistan already drawn, 
*Central Asia's next flash point is likely to 
be in Uzbekistan's Ferghana valley — 
where a combination of loom- 
ing economic collapse and 
wrowing Islamic fundamental- 
ism are threatening the survival 
of President Islam Karimov's 
government. 

Uzbekistan, already ravaged 
by economic problems, grow- 
ing Uzbek nationalism and an 
exodus of Russian settlers, 
seems ill-prepared to take on 
the Saudi Arabian-backed fun- 
damentalists. The future of 
Karimov’s regime now de- 
pends on how quickly it is able 
to implement economic re- 
forms, especially in the Fer- 
ghana valley. 

Until the 1917 Russian Revo- 
lution, the Ferghana valley's 
strategic location had long 
made it the religious and political centre of 
Central Asia. However, in 1924-25, the So- 
viet communist leader Joseph Stalin di- 
vided the valley between the three newly 
created republics of Uzbekistan, Tajikistan 
and Kirgyzstan — though much of its fer- 
tile plain lies within Uzbekistan. 

Some 7 million people, or one third of 
Uzbekistan's total population, live in the 
valley to make it the most densely popu- 
lated region in Central Asia. As the 
economy splinters, officials now estimate 
unemployment in the valley at close to 35% 
of the total workforce. 

In the past, the Ferghana valley’s 
mullahs, or religious leaders, had helped 
inspire resistance against tsarist and then 
communist invaders. Now, as then, thou- 
sands of unemployed youths seek salva- 
tion through religion. But unlike previous 
movements, they are flocking to the ban- 
ner of the Islamic fundamentalist creed of 
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Religious bookshop in Ferghana: selling Islam. 


Wahabbism. 

Wahabbism, an austere and extremist 
sect within the mainstream branch of Sunni 
Islam, is the principle creed of Saudi Ara- 
bia. In interviews with dozens of Wahabbi 
mullahs and supporters during a week- 
long tour through the Ferghana valley, it 
was apparent that what was once a highly 
secretive sect has come out into the open. 

In the past 18 months, Wahabbi mili- 
tants have deliberately staged confronta- 
tions with city authorities across Uz- 
bekistan with the aim of seizing prime sites 
in urban centres. The sites have been used 
to build huge mosques and madrasahs, or 
Islamic schools that are funded by the 
Saudi Arabian-backed Ahle Sunnah move- 





ment. By the end of next year, the move- 
ment will have spent an estimated Rbl 500 
million (US$1.3 million at the official rate 
of exchange) — a huge sum in Central Asia 
— while the Wahabbi madrasahs will be 
educating some 15,000 students. 

In outlying areas the Wahabbis are of- 
fering free education, free Islamic literature 
and financial help to build village mosques 
as part of a massive attempt to reconvert 
the population. "Only 20% of the popula- 
tion know what the rule of the Shariat [Is- 
lamic law] is. [The remaining] 80% of the 
people do not know and we must explain 
this to them through propaganda," said 
Imam Abdul Ahad in Namangan. 


Militant Wahabbi Muslims 
display their strength — p.24 
Paupered paradise - p.26 
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"First Ferghana, then Uzbekistan and 
then the whole of Central Asia will become 
an Islamic state," he added. Wahabbi 
imams, or religious leaders, said their aim 
was to overthrow the "communist govern- 
ment" of Karimov and to spearhead an Is- 
lamic revolution throughout Central Asia. 

Senior Uzbek officials claim that Islamic 
militants are creating a secret army, that 
students are undergoing weapons and 
martial arts training and that hit squads 
have been formed in each city to strike at 
officials and create unrest. The imams re- 
fused to discuss any aspect of military 
training for their students. 

This new sectarian militancy is being 

opposed by those who support Central - 
Asia's traditionally liberal Islamic values. 
The vast majority of people in Central Asia 
are Sunni Muslims of the Hannafi sect and 
have little knowledge or experience of the 
fundamentalist tide that has swept through 
Islamic communities from North Africa to 
India. The Sunni Muslim leaders are being 
backed by the government in their efforts 
to stand up to Wahabbism. 
a Central Asia is also the cru- 
cible of Sufism, a mystical 
: branch of Islam which is toler- 
$ ant of all other Muslim sects. 
Although Sufism is widely fol- 
lowed in Central Asia, it has no 
organised political base. "The 
Wahabbis are the biggest prob- 
lem for us. They are few, but 
[they are] very rich and very 
well organised and they are 
misleading the people. We 
know they are getting their 
money from Saudi Arabia," 
said Imam Bilal Khan of the of- 
ficial pro-government mosque 
in Namangan. 

The Wahabbi militants are 
still confined to the Ferghana 
valley and have little influence 
in the capital Tashkent or the 
vast southern regions of Uzbekistan, where 
Sufism and Uzbek nationalism are much 
stronger. However, the Ferghana valley's 
strategic location will allow the militants to 
spread into Tajikistan, Kirgyzstan and 
Kazakhstan at a time of their choosing. 

At the heart of the Ferghana valley's 
problems is the crushing economic situa- 
tion. Until the 1930s, Ferghana’s exports of 
grain, vegetables and hundreds of varieties 
of fruit made it the richest agricultural re- 
gion in Central Asia. But the traditional 
agricultural base was destroyed during 
Stalin’s land collectivisation programme in 
the 1930s, when farms were forced to grow 
only cotton and the entire irrigation sys- 
tem was restructured for the crop. 

As a result of collectivisation, the land 
can no longer support many Uzbek fami- 
lies, where nine or 10 children are the 
norm. Land has also been at the centre of 
many of the bloodiest ethnic disputes. In 


sing "after c a ‘series of demo strations and riots, 





June e 1990, some 200 Doa were : Killed in 
Osh in the Kirgyzstan sector of the 
erghana valley during land riots between 

Izbeks and Kirgyz. 

Although most peasants have been 
given their homes by the state under eco- 
nomic reforms introduced during the past 
two years, there has been no attempt to de- 
collectivise the farms, to set up coopera- 
tives or to allow private farming. Senior 
officials in Tashkent admit that land reform 
is still a long way off because the ethnic 
situation is so complicated, especially in 
Ferghana where the land would ha 
distributed between dozens of ipee 
groups. “The first to become unemployed 





on the farms are the minorities — the 
‘Tajiks, the Kirgyz, the Mesketian Turks and . 
even the Russians," a senior. Bovemment 


economist said. 


At a collective farm outside Anan | 


workers said their average monthly wage 
. was recently raised from Rbl 500 to Rbl 
1,000. But with inflation running at an an- 
nualised 1,500%, the increase is virtually 
meaningless. "Bread is too expensive and 
sugar, tea and soap are unavailable. There 
are no medicines in the hospital. Three 
years ago we had everything, but now we 
have nothing," farm manager Azad Jan 
said. 

The farmers also said they would like 
to stop cultivating cotton and grow food 
crops instead, but there is no credit, ma- 
chinery, seed or fertiliser to cultivate any- 


— thing but cotton. 


Angran's mines and Ferghana city's 
chemical and other industries developed 
by the communists, have suffered cata- 
strophically following the mass exodus of 
‘Russian technicians and managers for Eu- 
-ropean Russia. Some 200,000 Russians have 
left Uzbekistan each year since 1988. Many 
‘plants have been closed and workers laid 
off as spare parts, raw materials and fuel 
ran out. 

The crisis is compounded by local offi- 
cals’ failure to produce a clear strategy to 
: deal with the economic crisis or the Islamic 


the gov 
one district arial in ded ree 4 don't 


think they even know in Tashkent how bad 
the situation is," he added. 

Meanwhile, the militants say they are 
preparing for an economic collapse and 


have a well-organised underground net- 


work ready to exploit it. The government's 
first and only attempt to curb the militants 


< was in March before a visit by Karimov to 


Namangan. An Islamic centre set up by the 
militants in a former communist party 
building was closed and some 70 militants 


and Karimov has not visited Ferghana 
since. — 

Nevertheless, senior Western diplomats i 
and Russia officials in Moscow stress that 
Karimov is still the best bet for Uzbekistan. 
While he has been slow to transform the 
economy, he is the only figure capable of 
maintaining stability in “Uzbekistan. 

“Karimov should be given a chance, but 
unless he opens up the economy and learns: 
how to deal with the Islamic fundamental- 
ists, his regime will be threatened," a for- 


eign diplomat said. E 
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ith God on their side 


Militant Wahabbi Muslims display their strength 


By Ahmed Rashid i in a Namangan 


mam Abdul Ahad, 33, stands in the 

courtyard of his mosque and madrasah, 

or religious school, complex in 
Namangan as cranes hoist bricks and ce- 
ment to build the two-storey structure that 
will be the tallest in the city when it is com- 
plete. 

Makeshift classrooms have already 
been set up for 100 young boys who are 
studying Islamic law and the Koran. In a 
few months another 200 children will be 
enrolled, and by next year some 2,000 care- 
fully segregated girls and boys will begin 
their studies in the Islamic faith. Education 
is free, the children are given a free lunch 
each day and receive free Islamic literature 
to take home and show their families. On 
weekends, they join the mullahs, or reli- 
gious leaders, in propagating the faith in 
village mosques. 

Money for the Rbl 50 million 
(US$127,000 at the official exchange rate) 
complex has come from the Saudi Arabian- 
backed Ahle Sunnah movement, which 


Between the mountains and Mohammed 





funds similar projects across South Asia. 
The young imam joined the strict and ex- 
clusive Wahabbi movement during the 
Brezhnev era. He subsequently studied in 
secret groups until three years ago, when 
he led the first demonstration of Wahabbi 
militants against the city authorities to de- 
mand a site for a new mosque. 

These demonstrations eventually got 
results. Last year, after the militants 
stormed a former communist party build- 
ing in the city centre, Namangan's mayor 
capitulated by giving a site to the Wahab- 
bis for their mosque and madrasah. 

"The government had no choice but to 
allow us to propagate Islam. For 75 years 
Uzbek people dropped away from religion. 
Now we are in a hurry to make up for 
those lost years," Imam Abdul Ahad said. 

In Namangan's old quarter, the official 
government mosque is run by the increas- 
ingly frustrated Imam Bilal Khan. "There 
were three mosques in the Namangan re- 
gion during communist times, now there 
are 130. Everywhere the Wahabbis are do- 
ing their propaganda. We do not have 
funds like they do," he said. 

"People are pleased they can freely 
practice Islam now, but they do not want 
an Islamic revolution like the Wahabbis 
say. We must go slowly and tackle other 
problems first, like the economy," he 
added. 

The differences between the two 
mosques are stark. While the congregation 
at prayer in the official mosque consists 
mainly of elderly people, unemployed 
teenagers predominate at the Wahabbi 
mosque. 

More significant are differing attitudes 
towards other branches of Islam, under- 
scored by the Wahabbi attitude towards 
the semi-mystical sect of Sufism which 
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Raytheon’s United Engineers & 
Constructors (UE&C) has the know-how 
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flourishes in southern Uzbekistan. Imam 
Ahad calls Sufism “nothing but a Zionist 
and Turkish conspiracy to undermine Is- 
lam.” 

They also condemn Shias and other 
sects of mainstream Sunni Islam, and ac- 
cuse Uzbekistan's Islamic Renaissance 
Party (IRP) of being in the pay of the gov- 
ernment. "The IRP wants to be in parlia- 
ment. We have no desire to be in parlia- 
ment. We want a revolution," another 
mullah said. 

The IRP is a Central Asian-wide Islamic 
fundamentalist party linked to the Interna- 
tional Muslim Brotherhood. It believes in 
bringing about an Islamic state through the 
democratic process, though President Is- 
lam Karimov refuses to lift a ban on its 
activities. 

Imams at pro-government mosques 
across the Ferghana valley work with the 
regime and are non-sectarian, welcoming 
Muslims of any sect. “Sufism is part of our 
religion and culture and we respect it,” the 
imam of an official mosque in Kokand said, 
while also accusing the Wahabbis of intro- 
ducing the sectarianism of the Arab world. 

The spread of Wahabbism in the past 
12 months has been dramatic. In Andizan, 
Imam Abdul Ghafoor is building another 
mosque-madrasah complex, initially for 
100 students. In Margilan, Ahle Sunnah's 
headquarters in the Ferghana valley, à uni- 
versity is being built for 5,000 students at 
an estimated cost of Rbl 75 million. 

In Kokand, Imam Azim Khan, who un- 
til a vear ago was in charge of the local 
official government mosque, switched to 
the Wahabbis because they offered him 
money to build a madrasah. He now has 
200 students. In the Kirgyzstan city of Osh, 
at the eastern corner of the valley where 
ethnic tension between Kirgyz and Uzbeks 
is already high, work has just started on a 
mosque-madrasah complex with a Rbl 1 
million Saudi grant. 

In Kuva, a small town south of 
Ferghana city, Imam Amin Nuruddin 
Khare, 30, is building another complex 
costing Rbl 35 million that will educate 
2,000 secondary level students with the 
help of Saudi teachers 

This growing sectarianism is already 
dividing society. Women who follow the 
Wahabbis have abandoned the traditional 
colourful Uzbek costume for white veils 
that cover the body from head to toe. “We 
have no tradition of the veil, this is some- 
thing imported from Arabia. I have a girl- 
friend who has become a Wahabbi and 
now she does not see me,” a schoolteacher 
in Namangan said. 

Officials loyal to Karimov admit that 
many of their comrades have made con- 
tacts with the Wahabbis to ensure their fu- 
ture security, while a number of Wahabbis 
have joined the police force and other se- 
curity agencies. 

The young Wahabbi imams are coordi- 





Wahabbis women cover up in white. 


nating a political strategy through all the 
towns in the Ferghana valley. Militants first 
seize an abandoned mosque or a piece of 
land in the centre of town and then dem- 
onstrate until the authorities agree to hand 
it over to them. They then set up makeshift 
mosques and madrasahs as new buildings 
are erected. 

They also make themselves known in 
the town and surrounding villages, first by 
teaching people how to pray and perform 
Islamic rites and then lecturing them about 
the creation of an Islamic republic and the 


Paupered 
paradise 


From te earliest times, the Ferghana 
valley has the richest agri- 
cultural | region of Central Asia. Until 
Stalin im the monoculture of cot- 
ton in the 19305, its fruit and vegetables 
were famous t Asia, while 


Ferghana horses were prized as cavalry 


mounts for the region's nomadic tribes. 
Early Central Asian rulers saw the 
valley as strategically crucial. It offered 
access to Kashgar or Chinese Turkestan 
in the east, the capital cities of Bukhara 
and Samarkand in the west and the 
Pamirs and the land routes to Afghani- 
stan and India in the south. 
Alexander the Great, Genghis Khan 


and Taimur (Tamerlane) all ruled the 


valley between its occupation by the 
Persians and later by the Arabs, who 
introduced Islam. Babur, the future 
Mughal emperor of India, was born in 
Andizan in 1499 and described the val- 
ley in his memoirs as the closest place 
ree ear! 
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overthrow of what they call the commu- 
nist government in Tashkent. The regime 
appears helpless and has no countervailing 
strategy, while the official mosques do not 
have the funds to compete for larger con- 
gregations or the young. 

Although Karimov renamed the com- 
munist party the People's Democratic 
Party (PDP), the entire former communist 
bureaucracy is still in place, albeit without 
any clear political goals or ideology. This 
vacuum has forced many bureaucrats ei- 
ther to turn to Islam or to make contacts 
with other opposition groups. “The PDP 
exists only in name, as an administrative 
body. Its political power on the ground is 
being eroded," a senior district administra- 
tor said. 

After returning from a visit to Saudi 
Arabia earlier this year, Karimov began 
opening his speeches with Islamic prayers. 
At the same time he has begun making 
overtures to the Uzbek nationalists who are 
bitterly opposed to Islamic fundamental- 
ism. The ultra-nationalist party Birlik is still 
officially banned but is a potent force in 
Tashkent and Samarkand. 

Islamic fundamentalists and Uzbek 
nationalists both represent a serious threat 
to Karimov. But he has one strong card 
in that each group hates the other a little 
more than it hates the government. LI 


i dp xcov tn: Thani Cbr 
1917. Uzbek and Tajik leaders formed 
an in government in 
Kokand in November 1917, but it was 
crushed by the Red Army and Kokand 
virtually destroyed. The valley was in- 
cluded in the Autonomous Turkestan 
Republic formed in 1918, but was di- 
vided between the three newly formed 
republics of Uzbekistan, Tajikistan and 
tan on Stalin's orders in 1924. 

Soviet efforts to collectivise the val- 
ley's agriculture in the early 1920s led 
od ise tion of the Basmachi Mus- 
lim movement. The insurgency 
sptead to the whole of Cenal Acta and 
continued for more than a decade. 
Meanwhile, the communists populated 
Ferghana city with ethnic Russians and 
developed it as an industrial centre. 

In June 1989, riots sparked by land 
disputes erupted throughout the valley 
between Uzbeks and Mesketian Turks. 
More than 100 people were killed and 
another 16,000 forced to flee. These 
events led then Soviet p Mikhail 
Gorbachov to make his declaration that 
“Islamic fundamentalism has bared its 
teeth.” In June 1990, more than 200 peo- 
ple were killed when Uzbek and Kirgyz 
farmers fought pitched battles in and 
around Osh after a land dispute. 
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By N. Balakrishnan 


urprising though it may be for a 
country with the highest percentage 
of English speakers in Asia, a vigor- 
ous backlash has been developing in Sin- 
gapore against English and the "Western 
values" it supposedly transmits in a pre- 
dominantly Chinese community. 

. But Chinese Singaporeans whose first 
language is English are also fighting back 
and have found an articulate champion in 
Walter Woon, a law lecturer at the Uni- 
versity of Singapore. Woon is also a 
nominated MP — one of a handful picked 
by a government-appointed committee to 
provide an independent voice in parlia- 
ment. 

| «e — Chinese-educated Singaporeans, on the 
«v Other hand, have found a spokesman in 
_. Teo Kar Seng, an economics teacher at the 
-= same university. Firing a fresh salvo in the 
^ long-raging war on 26 September, he casti- 
gated Woon as an English-educated Chi- 
nese "trying to suppress the importance of 
Ithe] Chinese language" so that the Eng- 
lish-educated Chinese can continue to 
reign supreme in Singapore. 

Two weeks earlier, Woon had held 
forth on an old theme of his: that it is 
«. wrong to assume all undesirable values are 

5. "Western values" transmitted through 
English and that all “Asian values" are 
good. Writing in the Straits Times, new- 
spaper, Woon said: "I assume they [the de- 
fenders of Chinese] do not mean to encour- 
age the traditional Chinese customs of graft 
and nepotism as practised in more cultur- 
ally pure [Chinese] societies of Taiwan and 
China." 

Singapore has four official languages: 
Malay, Chinese, Tamil and English. Malay 
; the national language and English the 
language of administration. In practice, 
he predominance of English is very ap- 
parent. 

Most Singaporeans are children of first- 
generation migrants from China who were 
predominantly Hokkien, Teochew or 
Hakka dialect speakers. There are also a 
small number of Chinese known as 
Peranakans who have been in Singapore for 
many generations. While retaining many 
aspects of Chinese culture, they have lost 
the language and speak either Malay or 
English. 

In the 1950s and 1960s, the Chinese 
language was identified in Singapore with 



























cialist China, but the English-educated 


ear of English 


Language champions reopen old debate 


causes inspired by a then stridently so- 


were generally considered anti-communist 
and pro-Western. When the leftwing ele- 
ments left the People’s Action Party (PAP) 
in the 1960s, the party was taken over by 
former prime minister and current Senior 
Minister Lee Kuan Yew and like-minded 
English-educated professionals who con- 
tinue to dominate the ruling party to this 
day. 

The PAP discouraged higher education 
in Chinese and stressed its multi-racialism 
and commitment to equality of all lan- 
guages. Many Singaporeans were educated 
in both English and Mandarin and also 
learnt Malay. Singapore currently follows 
a bilingual éducation system: most instruc- 
tion is in English, but students also learn 
their mother tongue (Mandarin, in the case 
of Chinese students). 

In the 1970s, Singapore set out to vigor- 
ously promote Mandarin in favour of the 



















































various i ialects. This worked well among 


-the less-educated Chinese population, but 


apparently not among English-educated 
Chinese, who have stuck to English. The 
latest row arises in part from suggestions 
that the government should get the Eng- 
lish-educated Chinese to switch to Manda- 
rin as their main language. 

The 1990 census shows that households 
using Mandarin as their main language 
rose from 12% in 1980 to 26% in 1990. 
Those using Chinese dialects declined from 
60% in 1980 to 37% in 1990. During the 
same decade households using mostly 
English increased from 12% to 20% of the 
population. The trend worries Lee, still the 
final arbiter of long-term policy in Singa- 
pore. "I am not at all sure that the things 
we set in motion as necessary for our sur- 
vival — like teaching the population the 
English language — [were] wise because 
we are in the process of becoming a differ- 
ent people,” he said in 1989, in his first 
explicit statement against English. To Lee 
the language issue is not just a matter of 
cultural pride but also of economic impor- 
tance. He believes that Confucian values, 
which are best transmitted through Chi- 
nese, have contributed to the economic 
dynamism of East Asia. " 
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Catching the wind 


erhaps no place in the Pacific 
stands to gain as much from the 
end of the Cold War as Thailand. 
Historically, when Thai sover- 
eignty and independence were the para- 
mount concern, Thai diplomats were con- 
tent to employ their skills of “bending with 
the wind” — or, as critics have character- 
ised it, “bending ahead of the wind.” 
Thus Thailand sided with Japan against 
Britain and France during World War II. It 
allied itself with the US to deal with the 
Soviet Union and China, even sending 
troops to fight in Korea and Vietnam. Then, 
in the 1980s, it aligned with China to ward 
off the threat from Vietnam and the Soviet 


. | Union via Cambodia. 


The end of the Cold War has rendered 
such strategies obsolete. Today, Thailand's 
security depends less on facing down 
armed threats than in ensuring peace 
through economic viability in Southeast 
Asia. The search for resources, investment, 
markets and manufacturing bases has be- 
come the urgent prerogative in an increas- 
ingly inter-dependent international setting. 
All this implies that Bangkok needs to re- 
define its relationships not only with its 
immediate neighbours and through re- 
gional associations such as Asean, but with 
the traditional powers of China, Japan and 
the US. 

The phenomenal economic success 
Thailand has enjoyed since the late 1980s 
can only boost its confidence in approach- 
ing its new task as the country rapidly ap- 
proaches newly industrialised status. 
Measured against its neighbours, Thai- 
land's GNP is 106 times that of Laos, 86 
times that of Cambodia, seven times that 
of Burma and six times that of Vietnam — 


| and Thailand will continue to outpace 


them over the next four to five years. 
The upshot is that Thailand has trans- 


| formed itself from a precarious frontline 


state marked in the 1960s as the next 
domino to fall, to a local power serving as 
the regional business, financial and com- 
munication hub of mainland Southeast 
Asia and the potential "gateway" or "stra- 
tegic window" into Indochina and Burma. 

Given these dramatic changes, not only 
within Thailand but throughout the region, 
a major task for Bangkok is to identifv pri- 
ority countries and priority groups of coun- 
tries. Obviously, the Indochinese states and 
Burma are closely identified with Thailand 
because of geographical proximity, re- 
sources, markets and shared security inter- 
ests. 
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By Sarasin Viraphol 

Thailand should therefore endeavour to 
remove the lingering sense of frigidity in 
these relationships, inspire confidence and 
enhance cooperation. This can be done by 
promoting increased economic interaction 
through trade and investment — both of 
which carry mutual benefits and can be 
done on either a bilateral or multilateral 
basis. By bringing some of its neighbours 
in on East Asia's economic boom, Thailand 
would help narrow the huge gap in devel- 
opment and consequently foster greater 
mutual trust. 

Economic measures, however, are not 
the only means of boosting confidence in 
Indochina. In particular, something must 
be done to soothe the problems along the 
various borders, many of 
which are prone to mis- 
trust and antagonism. 
Towards this end, the 
Treaty of Amity and Co- 
operation in Southeast 
Asia signed by Asean in 
1976 could be an excel- 
lent guidepost. 

Efforts should be un- 
dertaken to promote peo- 
ple-to-people diplomacy 
which should strengthen 
the basis of cooperation 
in other fields. Through 
such diplomacy, Thai- 
land should become 
more sensitive to the as- 
pirations of the people of 
Indochina and Burma. 
Constructive engage- 
ment also means struc- 
turing political relation- 
ships that foster dialogue 
among the regional coun- 
tries on all issues affect- 
ing their common stabil- 
ity and well-being. 

The role of southwest China is also well 
worth considering in the light of sub- 
regional arrangements that involve Indo- 
china and Burma. The areas bordering 
China that are served by the Mekong River 
offer opportunities for economic coopera- 
tion as soon as infrastructure problems are 
resolved. With an adequate network of 
road, rail and water transport routes, the 
abundance of hydroelectric potential and 
mineral and other resources, the border 
areas can be exploited and their economies 
transformed. Equally, such cooperation can 
help resolve such problems as drug traf- 
ficking and insurgency. All that is required 
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to achieve this is the political will for such 
a programme to succeed. 

In reshaping its foreign policy to fit the 
new realities, Bangkok need not start from 
scratch. Over the last quarter-century, 
Asean has championed the cause of re- 
gional cooperation — both among its mem- 
ber states and between them and the rest 
of the world. The organisation's Bali Con- 
cord concluded in 1976 should be applied 
to enhance closer political and security co- 
operation among its members. Further, its 
Treaty of Amity should serve as the instru- 
ment for drawing other regional and/or 
external states into a common framework 
for the peaceful resolution of their political 
and other conflicts. 

At the same time, at- 
--— ; tempts must be made to 
strengthen Asean's eco- 
nomic cooperation in or- 
der to enhance integra- 
tion. In an increasingly 
| interactive world 
|. economy — and one that 
shows a tendency to- 
ward creating economic 
| blocs — it behooves 
. Asean's members to 
|. work earnestly towards 
. their proposed free trade 
arrangement in order to 
strengthen their bargain- 
ing power. This will be 
the litmus test of Asean 
members' commitment 
to genuine cooperation, 
which so far has been 
largely symbolic. Asean 
should become the cor- 
nerstone of Thai foreign 
policy. 

In all these areas — 
trade, security, mutual 
cooperation — Thailand finds itself in a 
unique position to lead, not only because 
of its geography but because of its impres- 
sive part in the phenomenal economic 
transformation that has occurred in the 
Pacific. Thailand can help guarantee its 
own future by bringing economic prosper- 
ity and political stability to a region that 
until recently had very little hope for ei- 
ther. a 


Sarasin Viraphol is director-general of the De- 
partment of American and South Pacific Af- 
fairs in Thailand's Ministry of Foreign Affairs. 
The views he expressed are not necessarily those 
of the Thai Government. 
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Travellers Ta eS 


ne of the great challenges when 


| travelling in Asia is learning how 
| to drink. This is because no mat- 
ter what you do — if you are a 


Western as I am — the customs and 


| manners seem designed to send you on 
| your way to la-la land, while losing some 


face en route. The weird thing is that eve- 
ryone concerned then turns around and 
shouts the local equivalent of ganbei (the 
most common Chinese toast, meaning, lit- 


erally, "dry cup!”) and orders another 
ound of drinks. Let me explain. 
My first serious drinking experience in 


| Asia occurred in Hebei province in China 


-during a visit there in 1987 with a young 
man from Honolulu who was sent there 


xy his father to buy about a million dol- 


jars’ worth of marble statuary for daddy's 


| “new hotels. 


A local rice whisky was poured into 


: - small glasses. One of the 


company raised his glass A 
and said something in G LKE A POWER MERT Ate | 
. | Chinese. We all raised our — | SITING SERINO THE STOVE, 
|. glasses, then drank. SES AT THE SPRING BREEZE 


OCHO DURS pipet bande Hb ASR Na etree Mba tet tN 










managers of the marble 


_ | encountering something 
. | new, | took a tentative sip. 
- | Yeeeeeech! It tasted like 


J| water and dirt. Still, I 


_| Meanwhile, the Chinese 
|| were grinning like fools. 
.| They loved this stuff. I 
.| wondered, was it enjoyed 

because it was the only 


As is my custom when 


turpentine, cut with salt 


swallowed it with a smile. 


thing available, appreciated for its end re- 


sult? Speaking for myself, l'd always be- 
` lieved that getting there was at least half 


he fun. 

I made my mistake in declining a sec- 
md drink. I asked for a beer and from that 
oint on I felt as if I were excluded from all 
serious business discussions. Later, dad- 
dy's boy told me, "You got to learn how to 
open your throat and throw it down, get it 
past your taste buds in a single flash, and 
then propose another toast. You're ex- 
pected to get drunk when you conclude a 

big deal. You lose face if you don't." 
-...So, too, in South Korea. As a member of 
cultural exchange programme sent to 
Seoul, I learned, too late, that if you don't 
want a refill, you leave some of the drink in 
your glass. I kept emptying my glass and 
someone kept filling it up. Consequently, 


^L got quite drunk. Fortunately, Korean 
custom forgives drunkenness easily. 


Later still, in Tokyo, where I was a 
member of a trade mission from Hawaii, 
several of us went to a small club in the 
Ginza. Much to my surprise, the bar — so 
small it seated no more than 20 people — 
offered only beer and Scotch. Two of us 
were not Scotch drinkers and after an hour 
or so, he and I had consumed all the beer 
in stock, a total of four bottles of Kirin. 

When we were told there was no more 
beer, I turned to my boss. "You mean,” I 
said, "they only had four beers in the place 
when we walked in?" 

He said, "They don't have room for a 
big refrigeration unit. Most of the custom- 
ers here drink Scotch. Don't worry. They're 
sending out for a six-pack." 

The day, or night, of reckoning in Japan 
came when I first visited one of Tokyo's 
karaoke bars. This time I was the only 
Westerner out with Japanese businessmen 


sere 


and the plan, on this occasion, seemed 
headed without control into drunkenness. 
Basically, l'm a shy person. I’m also tone 
deaf and extremely insecure about my 
singing voice. So I put off taking the micro- 
phone for as long as possible. That was my 
first mistake, because by the time I had 
been coaxed into singing, realising that I 
had no choice if I were to continue my re- 
lationships with my drinking partners, I 
was drunk. 

I took the microphone with shaking 
hands and asked for "Blue Suede Shoes." 
Instantly, I regretted my choice. You can- 
not, absolutely cannot, sing "Blue Suede 
Shoes" without dancing, and if I am a dis- 
aster as a singer, you should see me dance. 
Actually, you shouldn't. 

Shall I describe what happened when I 
attempted an Elvis Presley hip swivel and 


ended up under the next table, my: head i in 


a salaryman's lap? 





My next experience was in Singapore. 
Now, I knew that Singapore had more pe- 
culiar customs and manners than any other 
place in Asia, at least from a Westerner's 
point of view. I knew that it was illegal to 
smoke in public places, spit, and fail to 
flush a public toilet. I also read that a new 
law was being considered where those 
caught littering faced compulsory commu- 
nity service for up to three hours under the 
supervision of an "authorised person." 

I concluded that perhaps drinking was 
illegal in Singapore, too. Fortunately, I was 
mistaken. The eve of my departure 1 
learned that a friend from Indonesia was 
in Singapore on business. I hadn't seen my 
friend for more than a year and it was after 
midnight before I tracked him down. 

“Come on over here and let's drink all 
the beer in my hotel refrigerator,” | said. 
There were only two beers in the refrigera- 
l tor and room service was 
shut down for the night. 
My friend, who had lived 
in Singapore a few years 
before, assured me he 
knew where we could 
find another beer. “But,” I 
said, “It’s after two 
o'clock" My friend said, 
“Trust me.” We then took 
a taxi to an outdoor mar- 
ket, which will not be 
named for reasons soon to 
be obvious. 

The market was closed 
when we arrived, though 
many shopkeepers were 
still cleaning up and doz- 
ens of young people continued to sit at the 
tables nearby. We started making the 
rounds, asking each of the shopkeepers if 
they would sell us some illegal beer. Fi- 
nally we found a rather sour woman who 
agreed to sell us a two-litre aluminium can 
of Kirin draft for US$18. 

"That's robbery!” my friend exclaimed. 
“Besides, my friend has to catch a plane at 
six o'clock and we'll never be able to finish 
it." I said it was OK, l'd pay the US$18. 
After all, this woman probably was risking 
a harsh sentence just to sell us the beer. 

To bring a long story to a close, we did 
finish the beer, I did make my plane, and 
so far as I know the woman escaped the 
wrath of Singapore's "authorised persons." 
However, it was the first time in my life 
that I began a long flight tipsy at 6 a.m, 
and after crossing the international date 
line en route back to Hawaii, suffer a 


| Mi on the previous day. n 
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25-year-old Zhang Chu sees himself as spokesman for a new generation of rock musicians. 


MUSIC 





Chinese rock stars 


New generation emerging following political liberalisation 


By Matei P. Mihalca in Peking 


ike Elvis, Chinese rock rebels do 
not fade away: they slowlv turn 
into establishment figures, playing 
not in Las Vegas casinos but at 
state-sponsored fund raisers. 

Once struggling against poverty and a 
repressive officialdom, rock stars like Cui 
lian are now rich and free to tour at home 
and abroad. But their music may have suf- 
fered in the process. The torch of artistic 
creativity has been passed on to a second 
generation of younger musicians as vet 
untarnished by the pitfalls of success. 

Following a new wave of political liber- 
alisation in recent months and an increase 
in foreign financial involvement, China's 
long-suppressed alternative culture is mov- 
ing mainstream. The evidence is in concert 
halls, in newspapers and on television. 

Rock acts fill stadiums from Shenyang 
city in the northeast to Kunming in south- 
ern Yunnan province. The Peking televi- 
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sion station has recently started a weekly 
show of music videos sponsored by the 
electronics company Philips. Although the 
half-hour programme has so far featured 
only foreign groups of the softer variety, 
its impact has been great. The popular tab- 


loid Peking Youth News — not to be con- 
fused with the more formal China Youth 
News — chronicles not only the marital 


troubles of British royal family members 
but also local rock musicians. 

This is quite a change from the post- 
Tiananmen artistic ice age. With few ex- 
ceptions, public performances as well as 
the release of new albums were banned in 
the aftermath of the June 1989 massacre. 
But the restrictions had unexpected conse- 
quences. Artists turned to Hongkong and 
Taiwan companies, whose impresarios had 
arrived on the mainland eager to find local 
talent to sell back home. 

Ironically, however, this new-found 
freedom from government interference 
has not yet resulted in increased musical 
FAR EASTERN EC 
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creativity. With the prospect of fame and 
fortune came an upsurge in jealousy, back- 
stabbing and a lack of professionalism 
among musicians. “They get a new guitar 
not to learn how to play it but in order to 
show it to their friends,” says a disap- 
pointed foreign producer. No longer his 
prolific self, Cui Jian has reportedly penned 
a mere three songs in the past two years. 
His biggest success to date, “Nothing To 
My Name,” goes back to early 1986. 

The impact of international attention 
has not been all positive, according to some 
musicians. Much of the Chinese rock pro- 
duced in the 1980s was too adventurous 
by Western standards. Artists like Cui Jian 
wrote boldly experimental music that de- 
fied the formats of established pop. Loud 
punk was tempered by traditional Chinese 
instruments, synthesizer dance music 
would spin into jazz improvisation — all 
sometimes during the same song. 

The Hongkong and Taiwan impresarios 
came seeking not variety but marketabil- 
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ity. "They don’ t want a mix o gen 
: complains Zhang Chu, a young rock musi- 
cian who has been slow to land his first 
contract. Those artists who, like Zhang, 
continue this tradition of innovation and 
. syncretism struggle on the edges of the 
music scene. 
At 25, Zhang represents not only a 
-. “new wave" of rock musicians but also a 
. new generation of Chinese who matured 
^^ in the relatively liberal climate of the 1980s 
- and have few memories of the preceding 
years of constant political struggles. 
Living on instant noodles in a rented 
one-room apartment, Zhang sees himself a 
_ better spokesman for this group than the 
rich and famous Cui Jian, now 32. As op- 
posed to Cui, whose unlisted phone 
number is the hottest property among Pe- 
king's hip cognoscenti, Zhang does not 
even have a telephone or a beeper. 
© Sarcastic and witty, Zhang's songs 
¿zo tackle heavy subjects like growing up, 
numbness and solitude. His ballad “Sister,” 
for example, is the tale of a tyrannical age- 
ing father who never stops drinking, and 
his independent-minded children. 
Zhang's music also attempts to tap dif- 
ferent regional and ethnic musical tradi- 
tions, a style which achieved brief popular- 
ity in the late 80s but is now back in fash- 
ion. In an eclectic mix of instruments, for 
<> example, Zhang combines guitar and har- 
< monica with the traditional flute of his na- 
tive Shaanxi province. 
s "| write songs about what it is to be a 
| young person in China today and to live in 
a big city," he says, and then corrects him- 
self. "Rather, to be adrift in a big city." 
Zhang's life is that of an “artistic mi- 
^. grant,” part of a group numbering hun- 
|. dreds of underground musicians, artists 
(and poets with no formal jobs or ties to the 
- socialist state. 
Easily identifiable by their flashy ap- 
pearance (the men wear long hair, pony 
tails or earrings), they are awake when the 
rest of the capital sleeps, populating Pe- 
king's trendy night spots or engaging in a 
variety of vices at private parties. "They 
are all youths in search of something," says 
Zhang Yuan, a 29-vear-old film director. 
His new movie, “Peking’s Bad Bovs,” is 
an exploration of this demi-monde of 
"Western decadence." The film chronicles 
the lives of five such unemployed "artistic 
migrants,” who "are all dissatisfied with 
what's around them," says the director. 
" Although they live in a Peking of bicycles 
and narrow alleys, spiritually they are al- 
ready in another world." 
This world is a bizarre twilight zone 
^^. where young unemployed youths like the 
.. musician Zhang Chu and his friends earn 
their living by doing vocals for hard rock 
versions of revolutionary songs or writing 
tunes for TV commercials. 
Such activities are highly profitable: one 
30-second soft-drink commercial earns 
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Zhang Chu three or four times the monthly 
salary of a factory worker. While some may 
see such money-making ventures as at 
odds with artistic integrity, for Zhang they 
epitomise the spirit of his generation: more 
pragmatic and less idealistic than their 
predecessors. On second thoughts, how- 
ever, Zhang himself admits that such dis- 
tinctions are hard to draw. “Cui Jian is a 
high-class prostitute," he says. "We're mere 
street-corner whores." 

To escape from China's semi-capitalis- 
tic brave new world, Zhang and his col- 
leagues are turning to the supposedly pure 
and unspoiled culture of Tibet. Much like 
hippies flocking to India in the late 1960s, 
young Peking musicians are frequent trav- 
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ellers to the region. Ironically, they follow 
in the footsteps of Han Chinese cadres and 
soldiers who have helped stifle Tibet's na- 
tive traditions for decades. 

Another Peking rock artist to experi- 
ment with Tibetan music is Wang Yong, a 
former member of Cui Jian's band. In 
songs like "Mount Himalaya," Wang 
superimposes the sounds of Tibetan 
stringed instruments on an ethereal syn- 
thesizer background, with a result not un- 
like Western New Age music. But a Ti- 
betan musicologist, while welcoming the 
cultural exchange, is sceptical about the re- 
sults. "I have never heard any Han Chi- 


nese capture the spirit of Tibetan music," 
he says. " 
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ARCHAEOLOGY 


Temple in disrepair 





Laos seeks foreign aid to restore Wat Pou 





By Murray Hiebert in Champassak _ 


aos, which dropped out of the inter- 

national spotlight after the commu- 

nists seized power in 1975, is seek- 
ing foreign assistance to restore one of the 
country’s most charming historical monu- 
ments, the Wat Pou temple complex. 

The temple complex, thought to have 
been built 800 years ago, has fallen into 
disrepair over the centuries. 

When Francis Granier, one of the archi- 
tects of French colonialism in Indochina, 
visited Wat Pou in 1866, local villagers told 
him the temple had been built by “another 
race,” he records in his memoirs. Since 
then, archaeologists and historians have 
determined that the temple was the work 
of the Khmer King, Suryavarman II, who 
also started work on the more 
elaborate Angkor Wat com- 
plex in Cambodia. 

Construction of the build- 
ings still surviving at Wat Pou 
was begun in the late ele- 
venth century, says Thongsa 
Sayavongkhamdy, director of 
the Culture Ministry’s Depart- 
ment of Museums and Ar- 
chaeology. 

The Khmer king — whose 
ancestors had adopted the 
Hindu religion — chose the 
foot of a 1,400-metre-high 
mountain in southern Laos as 
the site for Wat Pou because it 
featured a natural rock lingam, 
or phallic protuberance, which 
is the symbol of Shiva, the 
Hindu deity. 

At the base of the mountain are two big 
water reservoirs, similar to those found at 
other Khmer monuments, which collected 
rain water used to irrigate the surrounding 
rice fields. Nearby lie two sandstone pal- 
aces, still largely intact though their roofs 
have long since collapsed, which used to 
house pilgrims coming to worship. A long 
pathway, interrupted by roughly 150 steps 
protected by Nagas (semi-human ser- 
pents), lions and other guardians, leads to 
the main temple, a library and a gallery on 
the upper terrace. The temple was built in 
two parts. At some point, a sandstone 
structure was added to the original, py- 
ramidal brick building, the top of which 
has long since fallen down. 

A channel led water from a spring at 
the base of the mountain cliff behind the 
temple into an inner sanctuary where it 
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anointed a lingam and became sacred. Re- 
liefs on the lintels and columns of the 
buildings depict the major themes of 
Hindu mythology — the cosmic sleep of 
Vishnu, the churning of the sea of milk and 
scenes from the Ramayana epic. 

The complex has been ravaged over the 
centuries by Laos' harsh monsoon rains, 
invading vegetation and falling rocks from 
the cliff behind the temple. Antique hunt- 
ers have added to the depredation. 

In the late 1980s, the UN Development 
Programme provided the UN Educational, 
Scientific and Cultural Organisation 
(UNESCO) roughly US$210,000 to prepare 
topographical maps and architectural 
drawings to develop a master plan for pre- 
serving the main temple and the stairway. 

Under a separate project, France has 





The 12th-century Wat Pou temple complex in Laos. 


funded archaeological digs to search for 
possible prehistoric remains at Wat Pou. 
Although they have found none, the 
French did turn up many 17th-century 
Buddha images as well as many roofing 
tiles, which Thongsa said dispelled theo- 
ries that the buildings had never been com- 
pleted. 

A few months ago, Japan granted 
UNESCO an additional US$300,000 for fur- 
ther studies, which will examine the stabil- 
ity of the rocks on the cliff behind the tem- 
ple, research soil conditions under the com- 
plex and explore the possibility of building 
a museum at the site. 

When this second phase of the study is 
completed, perhaps in a year, the Lao Gov- 
ernment will launch an appeal for interna- 
tional aid to restore Wat Pou. “Our aim is 
not to rebuild, but to preserve,” says 
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Thongsa. “We need to reinforce things that 
are still there and prevent further deterio- 
ration.” 

To do this, he says, experts will use a 
method known as anastylose, which in- 
volves taking apart the main sanctuary and 
staircase, numbering the pieces, building a 
concrete base and reassembling the struc- 
tures. They will also install an under- 
ground drainage system, because water 
rushing down the mountain during the 
rainy season has been the major cause of 
damage to the temple and the stairway. 

In 1989, UNESCO experts estimated that 
the reconstruction project would take six 
years and cost US$6 million. The cost to- 
day would be higher, Thongsa says, be- 
cause the price of cement and steel in Laos 
has jumped sharply in the past three years. 

Lao officials hope that the preservation 
of Wat Pou would lure more tourists to 
southern Laos, which is still largely un- 
spoiled and hardly explored, except by 
some visitors from neighbouring northeast- 
ern Thailand. Thongsa argues that rebuild- 
ing the temple complex is not only impor- 
tant to bring back to life a site of crucial 
importance to Laos, but also to under- 
standing the early history of 
Cambodia and Southeast 
Asia. 

Inscriptions found by ar- 
chaeologists in the vicinity of 
the temple suggest that the 
mountain already was an im- 
portant place of worship as 
far back as the sixth century, 
more than 500 years before 
Suryavarman II arrived. At 
that time, the Cham, who 
were later defeated by the 
Khmer, ruled the area from 
the town of Sresthapura, on 
the banks of the Mekong 
River about five kilometres 
from Wat Pou. 

The temple remained im- 
portant for Khmer kings even 
after they had moved their 
capital to Angkor Wat. They continued to 
appoint priests to serve at Wat Pou and 
sent money to maintain the temple until 
the last days of the Angkor empire. 

Unlike Angkor Wat, which was aban- 
doned and overgrown by jungle until it 
was rediscovered by French explorers in 
the 19th century, Wat Pou continued to be 
used over the centuries. Every year, thou- 
sands of pilgrims from Laos and northeast- 
ern Thailand travelled to the temple at the 
time of its main festival, which takes place 
in late January or February depending on 
the Buddhist calendar. 

Historians are not sure when Wat Pou 
became Buddhist. Some believe it hap- 
pened in the 13th century during the reign 
of King Jayavaram VII, but others say the 
change only took place after the Lao con- 
quered the area in the 14th century. = 
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Internationale Frankfurter Messe 
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Paper Perfumes Gifts 


The world is waiting for you at the 
Premiere — allow yourself to be amazed 
by the three trade fairs at the Premiere 
and by all those things that bring style 


Frankfurt am Main 
30. 1.- 3. 2.1993 





and elegance into our lives: Paper, Per- 
fumery and Gifts provide a meeting place 
for the successful business. Here your 

business will receive a decisive impetus. 





Fair and travel information, 
admission tickets 

Australia 

German-Australian Chamber of 
Industry & Commerce 

P.O. Box A980 

AUS-Sydney South, NSW 2000 
Tel.: (02) 2614475/2614478 
Telex: 25 987 gercom aa 
Telefax: 267 3807 

Hong Kong 

The office of the Delegate of German 
Industry & Commerce 
2207-2210 Worldwide House 
19 Des Voeux Road 

HK-Hong Kong 

Tel.: (05) 526 7203 

Telex: 60128 vdkhkhx 

Telefax: 8106093 

India 

Indo-German Chamber of Commerce 
P.O. Box 11092 

IND-Bombay 400020 

Indien 

Tel.: (022) 2181631, 2186227 
Telex: 1184254 gec in 

Telefax: 218052 

Indonesia 

P. T. Citra Harapan Abadi 
Komplek Perkantoran 

Permata Hijau Blok |, No 14 
RI-Jakarta Selatan 12 210 

Tel.: (021) 5482853/54907 38 
Telefax: 5484560 

Japan 

Messe Frankfurt AG (K.K.) 

The 2nd Kiya Bldg. 3F 

4-3-2 lidabashi 

Chiyoda-Ku 

J-Tokyo 102 

Tel.: (03) 5275-2851 

Telefax: 5275-3410 

Malaysia 

German Industry & Trade 
Delegate Office 

P.O. Box 11683 

MAL-50754 Kuala Lumpur 
Tel.: (03) 238 35 81/62 

Telex: ma 20198 dihtkl 

Telefax: 2321198 

New Zealand 

New Zealand-German 

Business Association 

P.O. Box 95 

100 Mayoral Drive 
NZ-Auckland 1 

New Zealand 

Tel.: (09) 3071066 

Telex: NZ 2326 AUCKCOM 
Telefax: 309 0081 

Pakistan 

Fairs & Exhibition Service 
127-C-1Il, Commercial Area B 
Defence Housing Authority, Phase-1 
PK-Karachi - 7 5500 

Tel.: (021) 544008 

Telefax: 31 O9 26 

Philippines 

European Chamber of Commerce 
of the Philippines (ECCP) 

C.P.O. Box 215 

1299 Makati, M. M 

RP-Manila 28 01 

Tel.: (02) 8547 47, 86 6996/7/8 
Telex: 66045 eccpi pn 

Telefax: 81526 88 

South Korea 

Korean-German Chamber of 
Commerce and Industry 

C.P.O. Box 4963 

ROK-Seoul 100649 

Republik Korea 

Tel.: (02) 77615 46-9 

Telex: 22 840 dkihk k 

Telefax: 7567828 

Taiwan 

German Trade Office Taipei 

4F No 350 Min-Shang E Road 
RC-Taipei 10444 

Tel.: (02) 5069028, 5062467 
Telex: 26 226 gertrade 

Telefax: 5068182 

Thailand 

German-Thai Chamber of Commerce 
699, Silom Road, G.P.O. Box 1728 
T-Bangkok 10501 

Tel.: (02) 2362396,2347190 ext. 35 
Telex: 82 836 gtcc th 

Telefax: 23647 11 

Organizer's Offices: 

Messe Frankfurt GmbH 

P.O. Box 1502 10 

D-6000 Frankfurt am Main 1 
Germany 

Tel.: (069) 7575-0 

Telex: 411558 messe d 

Telefax: (069) 7575-6608 
Messe Frankfurt GmbH 
Representative Office 

15 Scotts Road 

05-04 Thong Teck Building 
SGP-Singapore 0922 

Tel.: 73717 04 

Telex: rs 56574 messe a 
Telefax: 7 3292 96 





Pop goes the yen 


hobble Economy: Tadapaiess — 
Economic Collapse by Christopher Wood, 
Sidgwick dgwick € & Jackson, London. £18.99. 
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When Christopher Wood wrote his first 
book, Boom and Bust, in 1988 it was still 
possible to regard his predictions of a debt- 
. induced global deflation as unduly alarm- 
ist. The US was not in full recession yet 
while the world's second-largest economy, 
-. Japan, was booming as never before. Eu- 
| .rope's continuing prosperity seemed as- 
sured too. 

(V. Those who did not know better — and 
| even economists who were paid for their 
|| predictions — argued that the world's ma- 
_ jor economies had become desynchronised. 
v; The US would be out of its supposedly 
shallow recession well before Japan and (a 
-> then prosperous) West Germany had be- 
< gun to slow down. 
S Instead, the US sank deeper into reces- 
^. sion, while to the surprise and alarm of 
-= those who believed in an economically in- 
< vincible Japan, so did the world’s number- 
two economy. And, even if Germany's 
(0 Wirtschaftswunder aborted for more singu- 
*. lar reasons, Britain's fall from economic 
grace was firmly linked to debt deflation. 
In Wood's second volume, The Bubble 
«Economy: The Japanese Economic Collapse, his 
«suggestion that Japan's problems may pre- 
.. eipitate another "global slump into depres- 
- sion" is all too sadly plausible. The book 
identifies linkages through which this 
_ could happen. 
^ — These do not relate simply to the fact 
|. that it was a massive expansion of credit 
(that financed prosperity in most major 
|. economies during the 1980s, even in the 
— face of high real interest rates. Nor is it a 
-. question of Japan's battered banks siphon- 
.. ing money out of the global liquidity lake 
_ they helped create in the 1980s. Both are 
c factors, of course, but there are less obvi- 
ous reasons why cause in Japan will lead 
cto effect elsewhere. 
= Wood and this reviewer were virtually 
alone for a time among Tokyo-based com- 
mentators in arguing that Japan’s capital 
vestment boom during the late 1980s was 
edicated as much upon the availability 
.Super-cheap finance as upon real de- 
mand. The implosion of the nation’s finan- 
cial markets since then has left behind a 
legacy of over-investment, battered balance 
sheets and savaged corporate profits in Ja- 
an. 
i It has also left high and dry many of the 
overseas manufacturing investments un- 
-dertaken by Japanese makers of automo- 
- biles, electronic goods and much else in re- 
< cession-mired North America and Europe. 




























~ Quoting the US-based. Levy Institute, 
Wood observes, “Recessions are retrench- 
ments necessitated by overproduction; de- 
pressions are caused by over-investment. 


The primary imbalances in a recession are 
inventories, in a depression they are struc- 


tures and capacity. Inventory imbalances 
can be corrected quickly; excess structures 
and capacity take years to absorb." 

This helps explain why authorities in 


both the US and Japan are watching with. 


helpless frustration as their easy-money 
policies fail to affect demand in the real 
economy. It also strikes a chilling chord 
with what Yale economist Irving Fisher 
wrote in 1933 at the bottom of the Great 
Depression when he identified over-invest- 
ment with over-borrowing. 

Wood's observation that the sheer scale 
of Japan's debt-based capital spending 
boom in the 1980s makes it the “most likely 
candidate to suffer the world's most 
wrenching debt deflation," as the US did 
60 years ago, seems perfectly logical. 

Monetary authorities may have learnt 
something from the Great 
Crash in 1929 and the sub- 
sequent collapse of de- 
mand — not to squeeze li- 
quidity in such an event. 
But what the authorities 
provide by way of short- 
term financing is being off- 
set by the retreat of Japa- 
nese, American and Euro- 
pean banks from domestic 
and global lending. 

It is impossible to pre- 
dict where all of this will 
lead the world — espe- 
cially if a failure of the 
Uruguay Round should 
rekindle the disastrous 
trade protectionism of the 


1930s. Wisely, Wood does not try, though. 


his view that Japan’s financial traumas will 
force the nation’s financial institutions and 
practices into a more market-oriented and 


Western-style mould ignores the apocalyp- 
tic consequences that could flow from a 


new global depression. 

If the book is long on prophesies of 
doom which mercifully have not (yet) been 
fulfilled, it is not short on factual analysis 
of the effects of the bubble economy. Ja- 
pan's asset inflation during the late 1980s 
qualifies it as the "greatest speculative fe- 
ver seen this century." 

At its height on 31 December 1990, the 
Tokyo stockmarket was worth more than 
40% of the value of all world stockmarkets 
combined and one-and-a-half times the 
value of the Japanese economy. Yet, ac- 
cording to popular wisdom, stock prices 
would not — could not — fall in Japan. 


They are now down by some 60%. 





E land and property values alsc 








Ck stood at five times the country’s : 
nual economic output — or four times 
value of land and property in the geo- : 
graphically much larger US. Land prices 
too could not fall, said many. They too are 
now down by 30-60%, depending upory 
location. 

Lastly, said the optimists, none of this 
would affect the real economy. Since 1990, 
real annual economic growth » 
from over 5% to what will almos 
be below 2% this year, and Wood's: ! 
tion of nil or even negative growth for the 
following couple of years is reasonable. 

While Wood devotes much attention to! 
the impact of the collapse of the bubble 
economy on Japanese banks and other in- 
stitutions — which he shows to be much 
more critically affected by the land price 
collapse than is commonly supposed — the 
book does not explain the historical causes 
of asset inflation in Japan. 

It was not just that Yasushi Mieno, gov- 
ernor of the Bank of Japan and a career 
central banker, was "strong" in imposing, 
monetary discipline upon Japan, while his 
finance ministry bureau- 
crat predecessor Satoshi 
Sumita was weak in per- 
mitting the monetary ease 
which spawned asset in- 
flation after 1986. 

Japan was under great 
pressure then to accom- 
modate the demands of 
the US (and especially of 
then treasury secretary 
James Baker) to act as a 
locomotive of economic 
growth by increasing do- 
mestic demand at almost 
any cost. It complied by 
easing monetary policy. 

Tokyo was also under 
pressure from the US (for 











. Which, again, read Baker) to prop up the 


massive US government deficit by coerc- 
ing its financial institutions into buying US 


Treasury bonds. Yields had to be kept 
down in Japan in order to make US bonds 
look relatively attractive, especially as Japa- 


nese institutions were taking exchange 
losses on their dollar exposure. 

While all of this would. provide suffi- 
cient material for another book — to illus- 
trate the "two drunken men [the US and 
Japan] leaning upon each other for sup- 
port" theory, its omission from Wood's 
book does not detract from its value in 
chronicling the course and ae a lic 
of the bubble economy. | 

A minor though important caveat is the 
curious and careless absence of an index 
— something which will detract from the 
book's value as a reference. 

8 Anthony Rowley 


Mr Rowley writes for the REVIEW in Tokyo. — 





Dubai. A flourishing cosmopolitan city, built on 
banking, trading and free enterprise. A city that's 
looking ahead to the future. Building, expanding and 
creating new opportunities for traders and investors. 


Strategically located on the southern tip of the 
Arabian Gulf, Dubai serves as the trading link 
between Europe, Africa, Asia and the Far East. 

A vital part to this trading link is Dubai Ports Authority 
with termirials in the heart of the city and within 
Dubai's industrial and Free Zone area of Jebel Ali. 


The combined facilities of Dubai Ports Authority 
include over 100 deep water berths catering to 
container cargo, bulk general cargo, oil and gas 


th Ni 


and Ro-Ro facilities. DPA offers 13 container 
cranes, cool and cold store facilities, ample 
covered storage and unlimited open storage. 


The ports’ close proximity to the international! 
airports of Dubai and Abu Dhabi make them ideal 
distribution points. Moreover, Dubai's new Cargo 
Village has added a new. dimension to distribution. 
by further bolstering sea-air cargo, and stepping 


up turnaround times. 


So, the next time you look for a trading center in 
-the Middle East, look to Dubai Ports Authority's _ 


two major ports. Your link between East and West. 
The center for world: trade. — ee 
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Each year we fly 


more people than the 


largest airlines of Japan, 


Korea, Hong Kong, 


Singapore and 


Thailand...combined. 


Perhaps one reason 





is the remarkable service 
our passengers enjoy. 
Come Experience 
Travel Thats Anything 


But Ordinary, 
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Then it S time. you got to . - 
know Nedlloyd Lines; one dug 
of the world's largest | p 
shipping companies. 
And the most innovative, 
too. 
We ensure that your "goods 
—. are transported with speed 

. and safety at the right 

— price. 

We've developed. a 
remarkable new generation 
ef container ships called 

. "Time Savers' which enable - 
us to reduce the time, and ~ 
thus the cost, it takes to 
load and unload con- 
tainers. .. & 
In fact, we designed "Time 
Savers’ to save you time 
and money that could be 
better spent on your core 
-business activities. ‘Time 
Savers' are just one of the 
many PLUSES you'll get 
. from Nediloyd Lines. 
If you'd like to know more 
about our PLUS CONCEPT, 
just write or call us. 


Nedlloyd Lines. 
P.O. Box 240 

3000 DH Rotterdam 
The Netherlands 
Telephone: «31 10-4006111 
Telefax: «31 10-4046115 
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Piracy often involves oil tankers in the Straits of Malacca. 


TRANSPORTATION 


r » b 
, INN 


MEE IER ict 
b k - Pere s* 
SE F "y ey f ZAN 

Z1 >_> "fe 


"Y M s - 2 
dL he "X4 
£j. t |" net». "o « 





But is it safe? 


Sea and air accidents, piracy plague cargo industry 


By Michael Westlake 


hatever the commercial performance and the pros- 
pects of the cargo business during 1992, they have 
been overshadowed by a series of accidents, piracy 
in the Straits of Malacca and ships being arrested by 
Chinese authorities near Hongkong. 

Safety at sea and in the air is now a major issue, with a rash of 
ship collisions and two cargo aircraft crashes within the past year 
serving to concentrate the attention of regulators all over the 
world. But the differences between the maritime and aviation in- 
dustries' regulatory structures underline the fact that while avia- 
tion — with its obviously greater potential for large-scale loss of 
life — is tightly controlled, shipping is not. 

On the aviation side, the rules regarding safety are such that 
painstaking investigations have already resulted in rapid inspec- 
tions of aircraft parts of the same type as those that may have 
caused the crashes. One accident involved a China Airlines Boeing 
747-200 freighter near Taipei in December 1991, and the other 
involved the same type of aircraft operated by Israeli airline El Al 
crashing into an Amsterdam housing estate in early October. 

In both cases, the crews reported engine — 





ure of the engine strut-to-wing attachment pins being suspected 
— at least theoretically — as a possible cause, and a worldwide 
inspection of these pins on older models of 747s was being 
launched when the El Al crash happened. 

As a result, the inspections were given more urgency and have 
been applied to all 747s — the fact that both accidents happened 
to freighters seems likely to have been pure chance. In late Octo- 
ber the Amsterdam investigation had found evidence of struc- 
tural failure in various parts of one engine strut's attachments to 
the wing, and was working to find out which part started the 
chain of disaster. 

Meanwhile, new pins less liable to corrosion are being tested, 
the 747's original design stress calculations are being checked with 
a series of test flights, and the new inspections will continue at 
carefully designed intervals until regulators are convinced that 
the cause of the accidents has been found and a cure correctly 
applied. 

One can, perhaps, argue that more urgent action should have 
been taken after the December 1991 crash. But the hunt for miss- 
ing wreckage delayed the investigation. 





failures or engine fires shortly after taking | 
off, with both engines on the right wing 


being ripped off and control being lostsoon | Safety — p.50 
afterwards. The investigation in Taiwan, 
where an underwater search continues for Practicalities — 


missing parts, led to corrosion-induced fail- L. 


Commerce - p.48 


And the fact that it was the first 747 acci- 
dent of its kind could have indicated that it 
was a rogue event, particularly since the 
attachment pins had already been rede- 
signed and replaced worldwide after cor- 
rosion problems with the first design. 


p.54 





19 NOVEMBER 1992 


FAR EASTERN ECONOMIC REVIEW 


45 


38n0H X9015 3HJI/SS3NMBY OH» 


-~ pected to have encountered heavy 


ge^ 


It was only when reports of corroded attachment pins of the 


. second design in the rest of the fleet indicated a problem area that 


.. corrective action could begin — still based only on suspicion. The 
October crash added urgency and widened the scope of checking, 
. which has, through aviation's system of reporting technical prob- 
.. lems to manufacturers, turned up corroded or cracked pins. 

In short, within a month of the second crash, the regulators, 

. manufacturers and operators are all working to eliminate a possi- 
. ble cause of structural failure even before the investigations have 
_ established the definite cause of either accident. 

No one in aviation would claim that the industry's systems are 
perfect — but no one in the industry ever stops trying to improve 
them. Perfect safety in a hostile environment is the goal, and the 
systems for designing and certifying aircraft and for training crews 
strive, however imperfectly, to achieve this. 

Contrast this with the maritime industry's approach. From the 
start of 1990, within less than two years there had been 30 major 
accidents involving large bulk-carriers, 18 of them involvin 
sinkings — many of them without trace — and the deaths of 300 
. crew. Structural failures due to failing to reduce speed in heavy 
weather, to overstressing ships by loading cargo too fast and to 
plain metal fatigue were all prime suspects. 

Two major conferences in 1991 brought shipbuilders, ship sur- 
veyors, ship operators and port authorities together to discuss the 
problem. At each conference, it became clear that everyone in the 
industry knew of horror-stories of misloaded cargoes, maltreated 
ships, untrained crews and uncaring 
owners. 

At each conference, different sec- 
tors of the industry pointed accus- 
ing fingers at the others. Ultimately, 
. it seemed that responsibility could 
. only be assumed by owners, because 
. none of the regulatory bodies or sys- 
tems had any teeth with which to 
enforce safety standards. In effect, if 
there is a system it does not work. 

And late in October another 
bulk-carrier went missing: the South 
Korean 123,700-dwt Daeyang 
Honey, with 28 crew aboard, van- 
-~ ished while sailing from Western 
_ Australia to Japan. The ship is sus- 


. weather caused by Typhoon Col- 
.. leen. Floating debris from the ship has been found, but no survi- 
vors. 

Structural problems with ships form merely one problem — 
the rash of collisions in Asia during 1992 indicates strongly that 
training is another. And training does not just involve passing 
exams — it involves continuing to think about ways of avoiding 
potential hazards, of learning how to use new radar systems to 
their ultimate advantage, and of learning to work as a team. 

Piracy in the Straits of Malacca is an issue which has grabbed 

everyone's attention, with a welter of publicity to mark the setting 
. up of an International Maritime Bureau office in Kuala Lumpur to 
coordinate information on the subject. With more than 200 attacks 
on ships in 1991 and 70 in 1992 to late October, many of them in 
or near the Phillip Channel near Singapore, owners have been 
. trying to put pressure on the governments of Malaysia, Singapore 
and Indonesia to resolve problems of jurisdiction. 

Typically, in the early hours of the morning pirates would use 
grappling lines to climb up the sides of ships that had slowed 
down to pass between islands near Singapore. The pirates would 
then hold the crew captive while cabins and ships' safes were 
ransacked, sometimes with very little reward. 

They would then retreat to their small craft, to disappear back 
into the nearby islands. Ships' crews usually had little or no time 
in which to radio for help, which in any case needed longer to 
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Singapore patrol ship: 'hot pursuit of pirates' allowed. 


arrive on the scene than the robberies took to commit. 

The incident that probably did most to prompt official action 
involved the crew of a tanker struggling to free themselves for 
more than an hour after the pirates had left, while the ship charged 
along unattended. The potential for an ecological disaster was 
obvious — it was merely luck that the ship did not encounter 
another vessel, let alone run aground. 

In July, Singapore and Indonesia agreed to coordinate anti- 
piracy patrols and agreed to allow “hot pursuit" into each other's 
territorial waters. An agreement between Indonesia and Malaysia 
was pending. 

In August the UN decided to hold a meeting of its Interna- 
tional Maritime Organisation in Jakarta to study the problem. By 
late October, officials were claiming that the number of attacks 
had dropped to almost zero — 70 Indonesians had been arrested 
since June. Malaysian officials have proposed that shipping lines 
should pay a levy to transit the straits, to offset costs involved in 
anti-piracy patrols and to combat pollution. 

Accusations of piracy were hurled at local Chinese authorities 
in Shekou, just north of Hongkong, in July and August after 15 
Vietnam-bound ships were intercepted and their cargoes seized 
while en route from Hongkong to the small port of Hon Gai in 
northern Vietnam. Shipping agents claimed that at least 19 more 
ships were seized in September and October. 

Shipping company representatives initially pointed out that 
the cargoes — of such items as cars, photocopiers and air-condi- 
tioners — were properly manifested. 
They claimed that if smuggling was 
involved, it was taking place across 
the land border between Vietnam 
and China, north of Hon Gai, and 
that intercepting ships leaving 
Hongkong meant only that authori- 
ties in Shenzhen, north of Hong- 
kong, wanted a piece of the action. 

The implication was that the situ- 
ation was merely an extension of 
Chinese officials’ involvement in a 
local smuggling problem: cars sto- 
len in Hongkong, new video-cas- 
sette-recorders, TV sets and other 
goods are taken from Hongkong by 
high-speed boats that are easily able 
to outrun patrol craft. 

The only crime committed in 
Hongkong, apart from the theft of cars, is that of carrying 
unmanifested cargo and of sailing to and from the territory with- 
out clearance. 

That Chinese officials are involved is obvious in the local prob- 
lem: Hongkong's cars are right-hand-drive models, not available 
in left-hand-drive China, where they are sold for high prices. 
China has now imposed a ban on any more right-hand-drive cars, 
and the rate of theft in Hongkong has apparently fallen as a result. 

The situation with the Vietnam-bound ships is different, and 
does not involve piracy. In effect, the Chinese authorities have 
declared an exclusion zone for what it regards as contraband car- 
goes. It was then theorised that, because Chinese authorities were 
allowing 75% of the value of intercepted goods to go to the inter- 
ceptors of cross-border smuggling near Vietnam, people working 
for the authorities near Hongkong wanted their share of the booty. 

In real terms, it did not matter at which end of the route con- 
traband was intercepted, so far as China was concerned. The point 
was to deliver a message to those shippers — operating quite 
legally in Hongkong terms — that their cargoes would be stopped 
and confiscated. Unfortunately, the dividing line between anti- 
smuggling operations and attempted piracy became blurred be- 
cause of several instances of ships not involved with the Vietnam 
trade being shot at from Chinese-based small craft south of Hong- 
kong. = 
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There are many air cargo requirements, 
one good solution: Boeing. 


Boeing has the largest family of cargo airplanes in the world and were working hard to increase the options 
available to you in meeting future challenges and opportunities. Recent innovations include the Boeing 
747-400 Freighter; the 747-400 Combi; the 747 Special Freighter conversions from -100 and -200 passenger 
models; the 757 Freighter; the 737 Freighter or QC Program. New possibilities just over the horizon include 
our next-generation airliner, the 777, to be in service in 1995; plus a 
totally new idea now in product development, a 767-300 Freighter. 
W hat it comes down to is a family of airplanes to give you more 


options for moving more cargo to more places more efficiently. 
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loo many ships. 
too little cargo 


i 





n commercial terms, the shipping environment has improved 
slightly during this vear, with some increases in westbound 
cargoes from the US in the first half of the year, but with a 


solid recovery still awaiting the firm, unimpeachable end to the 


world's economic recession. 

Oversupply of capacity is again a problem, with too many old 
ships being retained in fleets as owners seek to offset poor freight 
rates with lower overheads. As observers commented, in better 
years a large number of ships would have headed for the 
scrapyards a long time ago. 

As if to confirm this thought, Lloyd's Register has published 
figures showing that tonnage under construction increased to 31 
March 1992, but that new orders have fallen. 

Commercial prospects so far have seemed liveliest in intra- 
Asian shipping, where lines are no longer treating the area as an 
adjunct to long-range routes but as a profit centre in its own right. 

Departing from the traditional view of using intra-Asian car- 
goes to subsidise the repositioning of containers for express ser- 
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vices to and from Europe and the US, the lines set up the Intra- 
Asian Discussion Agreement in July to police terminal charges — 
but not, at least not vet, to set minimum freight rates for members 

On the long-range routes, in mid-year it was reported that 
with better loads emerging from the US and freight rates havi ing 
stabilised in this area because of capacity being better controlled 
attention was shifting to the Asia-Europe routes. The problem is 
that everyone seems to be thinking along the same lines, which 
might result in the overcapacity problem merely shifting from one 
area to another. 

Two major casualties of the long-running shipping recession 
were rehabilitated in 1992. While Orient Overseas (International. 
Ltd, the holding company for Hongkong-based Orient Overseas 
group's containerline operations, announced a loss of US$5.9 mil- 
lion for the first half of 1992, it was not all bad. 

In July 1992, the 1986 debt restructuring agreement forced upon 
the company was terminated following an internal reorganisation 
and significant paying down of debt. The first half of the year is 
traditionally not too wonderful for operations, and the group was 
expecting far better results in the second half. 

The other former basket-case, Hongkong's Wah Kwong, traded 
its way out of debt-restructuring after two vears of profits and the 
help of US$162 million in remaining debt being bought in March 
by an offshore company that immediately became a Wah Kwong 
subsidiary. Wah Kw ong's results for the half-year to 30 Septem- 
ber showed a 7.7% drop in profits to US$22.4 million. 

The future of Hongkong's planned ninth container terminal 
due to be in service in 1995, was to be announced in September, 
but at press time bidders for the terminal were saying that a deci- 
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sion might not be forthcoming until very late in the year. Hong- 
kong International Terminals (HiT), the largest present operator, 
made a bid under the aegis of its controlling shareholder, 
Hutchison Whampoa, and supported by the mainland's China 
Overseas Shipping Co. 

Modern Terminals Ltd, 20% owned by China Merchants and 
controlled by the Wharf Group, put in a bid. Both these operators 
also made a joint bid, claiming economies of scale if they were 
allowed to switch terminals around between them. 

Giant US shipping and container-port operators Sea-Land, 
which has one terminal at Hongkong’s Kwai Chung, put in a bid 
and sparked off a huge controversy by alleging that the other two 
operators were less efficient than its single berth. The remaining 
bid came from Taiwan's giant container shipping line, Evergreen. 

While the battles raged via the media, the acrimony between 
the competing interests became intense — more so than ever be- 
fore. Discussions about the need for competition at Kwai Chung 

with shipping interests claiming that charges there are already 
the highest in Asia outside Japan — became submerged in argu- 
ments that Hongkong needed to compete as a whole with other 
ports in the region. Several corporate reversals of position on the 
value of competition have taken place. 

The Hongkong Government is in a bind: almost any decision it 
makes is bound to offend major business interests. 

Evergreen, too, has made much of its huge operations in ship- 
ping and in Kaohsiung port. No one envied the government's 
position in the middle of the conflicting claims — nor its worry 
that the decision made about Terminal Nine will inevitably set the 
pattern for Terminal 10, the first terminal on a new container port 





to be developed on Lantau Island by 1997. 

Vietnam is also working on port projects, with a US$50 million 
Singaporean-Norwegian project under way at Vung Tau. The for- 
eign companies will have 70% of the joint-venture development, 
which involves four deepwater berths. 

Finland is helping with a US$15 million project to build up the 
Tan Thuan container facility at Ho Chi Minh City. The govern- 
ment has put US$150 million into a projected container port in the 
country's north, and is seeking a foreign partner. 

South Korea is looking at ways of beating congestion at its 
major port of Pusan in the south, and was planning to build up a 
new container port nearby. Ports on the country's western side 
were being expanded in anticipation of a huge expansion of trade 
with China — a prospect brought sharply into focus by the decla- 
ration of formal diplomatic ties in August 1992. 

In Indonesia, Japan's Mitsui took a 70% stake in a consortium 
to build a US$500 million container terminal at Jakarta's Tanjung 
Priok port, for completion in 1996. 

In the Philippines, the expected departure of the US Navy at 
the end of 1992 has led to a search for what to do with port 
facilities at Subic Bay. Potential investors from Taiwan have ex- 
pressed interest in trying to set up a major commercial port and 
repair yard, as has Keppel Shipyard from Singapore, which has 
already invested in the Philippines partly because of limited space 
for expansion at home 

But, all that will be left will be empty buildings and other 
permanent infrastructure. Telecommunications, power supplies, 
transport links and other necessities will need to be replaced or 
supplemented. And time is short. m Michael Westlake 
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SAFETY 


It was a bad 
year at sea 


y any standards, 1992 was a dreadful year for safety at sea. 
Among other events in Asia, there were seven major colli- 
sions between ships, one of which involved the loss of 43 
crew in the almost instantaneous fire that enveloped both ships. 
There was also one explosion and fire aboard a ship and two 
other fires at sea. 

The rash of collisions began on 29 April, 180 nautical miles 
northeast of Hongkong, when the bow of the 12,840-tonne Greek 
freighter Inchon Glory became impaled in the stern of the German 
Hapag-Lloyd cruise-iner Europa. No one was hurt in the 
incident, after which the ships remained locked together for 24 
hours. 

Eventually, the Europa — with 800 passengers and crew 
aboard — sailed to Kaohsiung for repairs, while the Inchon Glory 
was towed back to Hongkong, where the ship was driven ashore 
by strong winds in 
July. 

In June, the US 
Navy destroyer Inger- 
soll collided with a Sin- 
gapore merchant ship 
in the Straits of Ma- 
lacca, causing substan- 
tial damage to both 
ships but no injuries. 
On 30 June a 10,948- 
tonne Russian tanker 
leaving Hongkong 
managed to hit and 
sink an anchored 
4,550-tonne Chinese 
container ship in the 
territory’s western har- 
bour, again with no in- 
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In July, two super- 
tankers collided in the 
Straits of Malacca, killing one crewmember but fortunately not 
spilling any oil. And on 23 August 20 nautical miles off Port 
Dickson in Malaysia, an ocean-going trawler from Taiwan col- 
lided with the Singapore-based 13,000-tonne Royal Pacific cruise 
ship, sinking the liner in less than an hour. Nine of the 535 people 
aboard the liner died. The trawler then left the scene, with its 
master being arrested in Taiwan about 10 days later. 

The fires started with the cargo of paper aboard the 11,000- 
tonne Russian freighter Pskov, bound from Vladivostok to Bang- 
kok, catching alight 150 nautical miles east of Hongkong. No one 
was hurt — the ship was towed to Hongkong, where the blaze 
took several days to extinguish. 

Next came an explosion and fire aboard the 30,000-tonne tanker 
Seastar when the ship was 275 nautical miles east of Hongkong 
while sailing empty from Shanghai to Singapore. Two crew were 
killed in the blast, with the rest of the crew being rescued unin- 
jured by a passing British freighter, before being transferred to a 
British naval vessel based in Hongkong. 

On 1 September the 6,051-tonne cargo ship Sun Kung, based in 
Hongkong, was found still blazing near Pata Island in the Sulu 
Sea, 12 days after it had been abandoned by its 25 crew because of 
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Nagasaki Spirit after its collision with Ocean Blessing. 





fire in its cargo of timber while en route from Jakarta to Hong- 
kong. The crew had been rescued unhurt by passing vessels and 
taken to Jakarta. The ship was thought to be beyond repair. 

The worst accident occurred on 20 September, when the Libe- 
rian-registered, Canadian-owned, 96,000-tonne tanker Nagasaki 
Spirit collided with the Panamanian-registered, Hongkong-man- 
aged container vessel Ocean Blessing in the Straits of Malacca in 
Indonesian waters 18 nautical miles off Belawan, northern Su- 
matra. 

Only two crew — both from the tanker — out of the 45 aboard 
both ships survived. Industry observers speculate that when the 
bow of the container ship opened up the side of the tanker, a 
flood of oil poured into the sea along the length of the container 
ship. 

The immense heat generated by the friction of the collision set 
fire to the oil, and the container ship was engulfed in the burning 
oil and the smoke, which overcame the crew before they could 
escape. 

The container ship was gutted by the fire and was beached to 
prevent it from sinking, while the tanker's fire was later extin- 
guished by salvage vessels. The tanker had been on its way from 
Saudi Arabia to Brunei, while the Ocean Blessing — managed by 
Hongkong-based Orient Overseas Container Line, was sailing 
from Singapore to Dubai. 

During attempted rescue operations involving fishing vessels 
and nearby US Navy ships among others, the tanker drifted into 
Malaysian waters, 
leading to an almost 
comic bureaucratic 
tangle. While an esti- 
mated 13,000 tonnes of 
oil spilled into the sea 
after the collision, most 
of the leakage was 
stopped after the fire 
was put out. But Ma- 
laysian officials, fear- 
ing further spills, is- 
sued a detention order 
against the ship. 

However, Semba- 
wang tugboats from 
Singapore towed the 
ship southwards in 
defiance of the order 
because they feared 
that the remaining oil 
was giving off va- 
pour that might cause an explosion. They wanted to pull 
the ship as fast as possible to where the remaining cargo could 
be safely transferred — which was done back in Indonesian wa- 
ters near Belawan, while being guarded by two Indonesian pa- 
trol ships. 

The chain of collisions in the Straits of Malacca led to calls from 
Malaysian and Indonesian shipping industry officials for Malay- 
sia, Indonesia and Singapore to set up a system of compulsory 
pilotage for ships travelling through the straits. There were also 
calls within Malaysia for shoreside radar surveillance of the straits 
to be established, so that ships could be warned of potentially 
dangerous situations developing. 

The main problem with these ideas would be paying for them: 
Malaysia has proposed that a levy to be paid by ships, to fund 
both surveillance and pollution control in the straits. Government 
officials are seeking support from Europe and elsewhere, on the 
basis that there is no reason why Malaysia, Indonesia and Singa- 
pore should have to bear the entire cost of solving problems 
caused by other countries' ships. 

But what about a traffic-separation scheme, with northbound 
vessels to the north and southbound vessels to the south? This 
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Ars Asia, UPS planes do 
something very important every 
day. They take off on schedule. 
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USA or Europe, faster than with 
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Everything you need to 
move your cargo to market 
is available at the Port of 
Vancouver. 

Four railroads, including 
two transcontinental carriers, 
terminating on the docks. An 
EDI network to reduce paper 
work and improve transit time. 
Specialized truck loading 
facilities. An international air 
cargo terminal. 

We understand the value 
of an efficient, integrated 
intermodal system. 

Make our connections 
work for you. 





Port of Vancouver 
British Columbia 


CANADA'S FRONT DOOR 
ON THE PACIFIC 


For information on rates, services 
and facilities, contact: 
VANCOUVER PORT CORPORATION 
1900 - 200 Granville Street 
Vancouver, B.C. Canada V6C 2P9 

Tel: (604) 666-3226 
Fax: (604) 666-3916 
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"oc tha tr poor maintenance is likely to nes an even den 
sa cident rate. The president of the International Salvage Union, 
laas Reinigert, told Hongkong shipowners in late October that 
there were 938 serious accidents at sea in 1991, up from 710 world- 
¿wide in 1990. 

. A large number of these, he said, occurred with vessels more 
chan 15 years old — and Lloyd's Register predicts that the 1991 
Kigu re of 54% of the world fleet being that old or older will rise to 

i627, by 1996, Very old tonnage will rise to 27% in 1996 from 20% 

&n 1990, he said. 

The continued service of these older vessels is a symptom of a 
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us try cor ig respor ty for 

among other items — the main obstacle to a cure vi ie bei 
money. The solution does not seem to be merely more inspects 
by the various agencies involved with safety. 

It is now being said, for instance, that a large tanker calli ing 
a port is subject to eight inspections by different surveyors, ea 
of whom must justify their existence by finding something tl 
needs to be fixed. 

But because of poor operating results, there is a temptation 

"tweak" a ship to the minimum standard required to pass a sui 
vey while still using it to earn revenues. 

Scrapping prices are too low to tempt many owners to ka 
the “use it one more time and throw it away” game — and “ 
more time” has become a series of times, with obvious implic 
tions for safety. 

Lloyd's Register in mid-1992 announced that ship losses dur 
ing 1991 were the highest for five years, both in terms of nue | 
and of tonnage. 

The losses also involved the deaths of 1,204 people, n more 4 
three times the 1986 death toll. The biggest single category 
ships that foundered — that is, just sank — while losses aon 
collisions also increased. 

With costs a very real problem, the issue of numbers of crew is 
continuing to lead researchers to propose new ways of reducing. 
manning levels. The ultimate is a proposal for totally automatic 
ships, supposedly justified on the basis that 80% of accidents are 
caused by crew errors. a 

While such ships are technically feasible in the longer term, the. 
idea of large vessels relying on radar and computers to avoid 
other vessels is hardly likely to be popular with human operators 
of other craft — such as inshore fishing vessels that barely show 
up on radar at the best of times. m Michael Westlake . 
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| The Ports of Bremen, and their oper- 
| M ating company, BLG, give you a com- 
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4 European marketplace. 
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advanced container facilities, handling 
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over a million containers a year. Nearby. 
Bremen's massive distribution center. <-i 
offers storage, consolidation, assem-.. 
bly and packing services to provide ae 
Steady flow of on-time deliveries. 


BLG's state-of-the-art EDP systern. 
tracks shipments, monitors ware” 
house inventory, and can assess the- 
condition of cargo anywhere in 
Europe. Peace of mind is further. 
assured by our duty-free, strike-free - 
environment, 

To find out how the Ports of Bremen | 
and BLG can make you a winner in | 
Europe, contact our office, today. 
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Rule 1: prepare 


for the worst 


By Kevin Chinnery aboard the MV World Pendant 


TIS, VTIS, what is the name of the VLCC [very large crude 
\ / carrier] on my port bow?” asks the voice on the very high 
frequency (VHF) radio. As there are not many other big 
tankers around the Phillip Channel off Singapore on this October 
night, it has to be us that he is referring to. Eyes on our bridge 
look towards the VHF set. "It's World Pendant on your port bow,” 
comes confirmation from Singapore's Vessel Traffic Information 
Service (VTIS). 

"World Pendant, World Pendant," comes the voice on the VHF 
again, talking to us directly this time. "Where are you heading 
for?" Captain Leung Chun Man, the World Pendant's master, is at 
the handset. “The western boarding anchorage,” he replies. 

It is 11:20 p.m. in the Phillip Channel, probably the world's 
busiest single waterway. The bright lights of Singapore city, its 
offices and hotels looking surprisingly close to us after several 
days at sea southbound from Kaohsiung in Taiwan, make it diffi- 
cult to see the lights of approaching ships. But behind us we see a 
small container vessel that Leung has been watching with 
interest on the radar, coming up on our starboard quarter 
— behind and to the right, for the non-nautically inclined. 

"World Pendant, we are in a tight situation. May we 
pass up your starboard side?" asks the container ship — 
something of a favour to ask, as the Rules of the Road, 
designed to prevent collisions, say that out here it is the 
job of an overtaking ship to keep well away from us. 

"You want me to slow down and you pass up my 
starboard side, is that correct?" queries Leung, to make 
sure. “Yes, that is correct," comes the response. “What is 


tiously. “We are heading for the Malacca Strait," replies 
the container ship. 

"Well, why don't you slow down and pass on my port 
side?" asks Leung, with a trace of irritation. This would 
mean the container ship passing astern of us, bringing it 
much closer to the Straits of Malacca entrance to our port 
(left), away to the southwest, instead of passing right 
around and across us before turning back to the strait. 
Clearly the officer driving the container ship had committed him- 
self to overtaking us and then found he had miscalculated, with 
us still between him and the strait, and needed some help. 

The huge dimensions of the 260,000-dwt World Pendant mean 
that there is not much water under the keel, and it is almost a 
quarter of a mile from where we stand on the bridge to our bow, 
which the container ship would like to cross. Leung decides that 
forebearance is better than standing on his navigational rights, 
and lets the ship pass ahead of us. The vTIS operator thanks us for 
our agreement, and the night's passage goes on. 

For the four hours since we passed the Horsborough Light at 
dusk and entered the Straits of Singapore, the World Pendant's 
bridge has been a picture of pure concentration as Leung and 
chief officer John Green together navigate the huge ship towards 
the western anchorages of Singapore, where we will arrive to pick 
up the pilot in just under three hours' time. 

Leung is in perpetual orbit between his automatic radar plot- 
ting aid (ARPA), the chart table and the bridge windows. On each 
circuit he checks our position on the chart — plotted every 30 
minutes at the start of the run four hours ago, but now down to 
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every few minutes once we start manoeuvring slowly towards the 
anchorage. He also checks on vessels crossing ahead, and gives 
orders to keep us on the track line he has marked on the chart 
countering the effect of the current pushing us south. 

The VHF continues crackling with ships reporting to the vrs. 
The operators warn ships of others trying to overtake, broker calls 
between ships anxious to know if the vessel near them is alsc 
heading into the same place they want to go, and most often, help 
ships looking for the pilots they have booked. They only advise 
they cannot order ships anywhere. 

Both the area and the volume of shipping that the vis opera- 
tors cover are huge: consequently, they do not always seem to be 
too sure who or where vessels are, and many navigators would 
rather trust their own eyes and radars than the anonymous voice 
on the radio. 

Even well away from huge crossroads in the waters like the 
Phillip Channel, such care is vital. On Southeast Asia's narrow 
seas, the balancing of navigation (getting to where you want tc 
go) against the Rules for the Prevention of Collisions at Sea (keep- 
ing out of the way of other people) is a judgment call that 
watchkeepers have to make almost all the time, says World Pen- 
dant first officer Mark Rolle. As we had butted northbound tc 
Kaohsiung through the tropical depressions towards the open 
South China Sea 13 days earlier, each new watch brought more 
targets on the ARPA closing head-on or nearly so to the World 
Pendant. 

Container ships trying to get somewhere on time, and fishing 
boats that seem to come out of nowhere, seem particularly reluc- 
tant to change course or to accommodate any other vessel's track 
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World Pendant's bridge — a quarter of a mile away. 


by leaving reasonable room to pass, in spite of what one might 
assume would be common sense in minimising risks. 

Given the dangerous nature of tankers' cargoes, VLCC 
watchkeepers navigate defensively and seem by contrast almost 
happy to do it for them. 

If there is anything 15 miles or more away that the ARPA — 
when asked — calculates will lead to a closest point of approach 
of less than a few miles, Rolle puts the helm over to port. If the 
World Pendant were closer, we would be in breach of the anti- 
collision rules, which say ships approaching head on should both 
go to starboard and pass on each other's port side. What Rolle is 
in fact doing by altering this way so early is showing as clearly 
and obviously as possible that he is getting out of the way, and 
does not even want to get close enough for the rules to apply. 

The drawback, if you want to see it that way, is that the other 
ship does not then have to do anything and can stay on its own 
track undisturbed. "You end up navigating for yourself, and for 
him too," accepts Rolle. 

Some masters can take exception to this, and want their ships 
to stick like glue to the desired track marked on the chart. Natu- 
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passing distance. Smaller ships — 
especially container ships with engine 
horsepower to play with and hence greater 
nanoeuvrability — might be happy cut- 








mile away or less. For tankers, a gap of 


-omfort. “But he won't react, so you. end 
Ap doing it for him," says Rolle. What is a 
near-miss. at sea? "Anything you are not 
aappy with," he says. “If you planned on 
vassing by two miles, and you pass at a 
mile then it’s a near-miss.” 

_ Not everybody out here is as exacting 
as this. So far, nothing on this night has 
some close to the ultimate form of assist- 
ance: “VHF navigation,” when a clearly rat- 
ded watchkeeper on an approaching ship 
ases the radio to ask how you want to pass 
— clearly hoping that you are going to tell 
him what to do. 

It can be a dangerous game. A few 
nights later the ARPA shows two pairs of 
ships in which one vessel is closing on the 
other, one pair far ahead of Pendant and 
the second pair astern. "Follow the rules," 


says an irritated Australian voice on the | 


VHF. "OK, OK, FI go to starboard, don't 
worry,” comes an apologetic reply. 

But for a few seconds, points out the 
World Pendant's watchkeeper Daljit Singh 
Bains, because all the vessels were within 
VHF range it was not clear whether the 
right ships were talking to each other. Lan- 
guage adds to the confusion of VHF navi- 
gation. Stories abound of mariners who 
think “pass port to port” means “go to 


port,” with possibly fatal consequences if 


the wrong action is taken. 


Tanker crews live on top of huge vola- - 
tile cargoes, and much thought and prac- - 
tice has gone into keeping the crude oil | 
and its associated explosive gases where | 
they belong — usually successfully. The | 


potential dangers associated with oil and 
its products shape the whole work culture, 


whether in navigating, or actually handling | 


the cargoes on the ship and in “terminals. 


Perhaps this gives an extra nose for trouble | 
that other seafarers do not have. "On tank- | 
ers you always have to think about what is - 


going to happen if you do something," 


aye Rolle. Ll | 


Kevin Chinnery is the Editor of Lloyd's Mari- | 
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IS STILL HERE 


MOL’s New Alligator Service to North America 
is bigger and better than ever. More sailings, 
even more cargo space — contact your local 

MOL agent and find out why to North America, 
there's still nothing better! 
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Ayala construction site in Manila: a turf battle with two rival developers. 


Plots and plotting 


PROPERTY 


The Makati business district is the jewel in the crown of Ayala Land, the 
Philippines’ premier property developer. Two rival projects aim to take 
the lustre off this jewel, and Ayala is crying foul. 


By Rigoberto Tiglao in Manila 


hen the sleepy Philippine 

town of Makati emerged i 

the late 1960s as a glistening 

business district, the doom- 
sayers were queuing up to eat humble pie. 
It was a crazy idea, they had chorused a 
decade earlier. But that bold vision cata- 
pulted Ayala Corp. from a banking opera- 
tion to the country's biggest family-held 
conglomerate. 

When the Philippine economy enjoved 
an upturn in 1987-89, a new breed of ag- 
gressive property developers took Ayala as 
their model. Two of these developers, 
Filinvest Development Corp. and Philip- 
pine Realty and Holdings Corp. 
(Philrealty), have pitched up on Ayala’s 
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patch. They each plan to create a new busi- 
ness district away from the rapidly con- 
gesting Makati. The resulting turf battle 
with Ayala has already sparked two paral- 
lel controversies. 

In some ways, this is a typically mod- 
ern Philippine corporate clash, with Fili- 
pino-Chinese interests pitted against an 
entrenched clan. Filinvest and Philrealty 
believe the 155-year-old Ayala has become 
complacent and conservative, and has 
taken for granted its long dominance of the 
Manila property sector. They believe that 
what Ayala did for Makati, thev can do for 
other parts of the capital. 

Ayala is more than piqued. Not that it 
fears the competition, it says, but it is being 
denied the chance to meet his rivals head- 
on in à fair fight. That argument does not 
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impress its rivals. Ayala, they counter, has 
heavyweight political and media allies and 
is not afraid to use them. The Filinvest 
project has been blocked by government 
order after intensive lobbying by Ayala. 

For Ayala, the Makati district has 
proved a cash cow, and its rental income 
has helped the conglomerate to diversify 
into such industries as food manufacturing 
and semiconductor assembly. But Makati 
is apparently going to lose its stockmarket 
to the Philrealty development, and that 
would deal a major blow to its status as 
the premier commercial enclave. 

The stakes are high for all parties. Prop- 
erty prices in Manila have been soaring 
since 1986. This boom has been fuelled by 
companies preparing themselves for the 
long-awaited, but so far chimerical, Philip- 
pine economic resurgence. If Filinvest and 
Philrealty have timed their projects right, 
the profile of the Manila prope rty market 
could be dramatically changed. 

The two developments viewed as a 

19 NOVEMBER 


1992 


EX vt IV 


B 





treat to Ayala are: 
A 244-hectare site to be called the 
Centre. This is 15 kilometres south 
f Makati in the municipality of 
Muntinlupa. Filinvest says that Alabang 
ould be set up in five years as a “satellite 
uty” to rival Makati. The cost is estimated 
K P3.5 billion (US$140 million), exclusive 
bf the land. Development has not yet be- 
mun, having been blocked by the govern- 
“ent. 

A 200-hectare district around the inter- 
tection of Epifanio de los Santos Avenue 
Edsa) and Ortigas Avenue, 8 km north- 
mast of Makati. Building by Philrealty and 
Kher developers began in earnest during 
2e economic expansion of 1987-89, and 
kurrent projects will bring 800,000 square 
Netres of office space on stream. The Edsa- 
2rtigas area is likely to be the site of the 
»nified Philippine Stock Exchange. 

Ayala professes unconcern about the 
wo projects. Jaime Augusto Zobel de 
àyala, vice-president for strategic planning 
ind heir apparent of the clan, says the two 
reas cannot rival Makati, and will present 
sothing more than “healthy competition." 

Ayala points out that it has spent P2 
illion on new office buildings and on re- 
leveloping existing commercial centres in 
he Makati district. In the past two years, 
2 major office blocks have been built by 
ther companies. Eighteen other projects — 
»y major firms such as Citibank and Far 
'ast Bank and Trust Co. — will come on 
tream in the next two years. 

Ayala is by no means as sanguine as its 
»ublic statements suggest, despite being 
he country's biggest family-held company 
vith assets in 1991 of P11 billion. Revenues 
rom its property subsidiary account for 
bout two thirds of the group's earnings, 
ccording to the Manila-based All Asia Se- 
urities. 

Although precise figures for rental in- 
ome from the Makati properties are not 
vailable, the REVIEW estimates that they 
ontributed one third of Ayala Land's rev- 
mue in 1990 and 1991. Given the volatility 
xf the property sales market, this rental in- 
'ome underpins the long-term stability of 
he conglomerate. 

The Alabang estate is the largest con- 
iguous area to be offered for development 
»y the government to the private sector. It 
vas valued at P4 billion in 1991. Filinvest, 
vhich is owned by the family of An- 
irew Gotianun, was the successful bid- 
ler in an auction in June 1991 con- 
lucted by the Public Estates Authority, 
| government agency. 

Filinvest will pay P200 million 
ipfront in a joint-venture deal with the 
'overnment. The government will ini- 
ially have a 51% stake in the estate, by 
ontributing the land. That stake will 
‘ventually diminish as Filinvest delivers 
Yousing units for squatters relocated out of 
he site. After that, the government will be 
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eligible for 26% of any profits. 

Ayala was a disappointed contender in 
the bidding contest. The estate is adjacent 
to the Ayala Alabang Village, a plush resi- 
dential area developed in the late 1970s by 
the conglomerate. The Ayalas even moved 
their residence to the village to encourage 
a migration of other rich families. Also, a 
major road was built through the village in 
anticipation of an expansion into the 
Alabang estate. 

Ayala Land president Francisco 
Licuanan is pessimistic about the estate's 
prospects as a business, as opposed to resi- 
dential, centre. “It is in an awkward loca- 
tion: too near to Manila yet too far from 
‘Calabarzon’,” he says. (Calabarzon is an 
acronym for the five provinces to the south 
of Manila.) 

Support for this view comes from prop- 
erty consultant Danilo Antonio. The mini- 
city proposal “is a wild dream that can't be 
realised in 10 or even 15 years," says 
Antonio. Filinvest counters that this was 
what the pessimists said about Ayala's 
plan for the Makati district. 

Ayala officials privately claim that the 
bidding system was rigged. But neither 
Ayala nor the other losing bidder, a firm 
owned by magnate John Gokongwei, has 
made any formal allegations of impropri- 
ety. Licuanan says: "[The bidding process] 
was a trap. All we want is fair play." 

Sen. Ernesto Maceda last vear alleged 
in Congress that relatives of former presi- 
dent Corazon Aquino were implicated in 
the bidding process. This charge exploited 
unproven rumours, fanned by Aquino's 
opponents, that the president's family was 
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being awarded the juiciest government  - 


deals. 

A senate investigation into the bidding 
process was launched in August 1991, and 
the following February reported that there 
was no evidence of irregularities. In Sep- 


tember 1991, however, president Aquino F. 
ordered that the Alabang contract be 


blocked. She was acting on the advice of — - 


the re-elected mayor of Muntinlupa, - 


Ignacio Bunye, and her former executive 
secretary, Franklin Drilon. 


Filinvest filed a suit seeking to force the — 
government to honour the award, and a 


court ruled in July 1992 that "in the bid- 
ding system adopted, there was in fact no 
illegality, corruption, or fraud." Govern- 
ment lawyers lodged an appeal a day be- 
fore the expiry period. The case is still 
pending. 

Aquino's successor as president, Fidel 
Ramos, could find himself with a pivotal 
role in the dispute. The president can or- 
der government lawyers to appeal the case 


up to the Supreme Court — à process 


which could take years. 


Equally important to the outcome is — 


likely to be the mayor of Muntinlupa. 
Bunye, who is a former executive of 
Ayala's subsidiary Bank of the Philipines 
Islands, is a political ally of Ramos. He was 
one of the few mayors in Metro Manila to 
back Ramos in the race for Malacanang 
Palace. 

The REVIEW has learned that the Aquino 
government's decision was influenced by 
Ayala’s intensive lobbying, through its al- 
lies in the media and the bureaucracy. 
Mercedes Gotianun, a director of the 
Filinvest, says: “If they [the Ayalas] can't 
have it, they'd prefer that no one would 
have it, as it would compete with their 
properties." 

Gotianun adds that a long wrangle in 
the courts could prove lethal to the project: 
“In a year or two years’ time, the Alabang 
estate will be a teeming colony of squat- 
ters. And nobody will be able to develop 
it.” 

Even more worrying for Ayala than 
Filinvest's proposals is the prospect of the 
Makati district being left without a stock- 
market. 

Philrealty has persuaded the govern- 
ment to designate its 33-storey Tektite 
Towers in the fast-growing Edsa-Ortigas 
district as the site of the Philippine Stock 
Exchange, which will bring together the 
Manila and Makati bourses. The Manila 
Stock Exchange, whose chairman is the 
Chinese-Filipino magnate Robert Coyiuto, 
is scheduled to move to Tektite in Janu- 
ary. 
Ayala officials are insisting that a re- 
ferendum be held among broker members 
of the two exchanges. The unified ex- 
change, though still only a shell corpora- 
tion, has chosen Tektite Towers with the 
full support of the chairman of the Securi- 
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i "When that happens, it will definitely 
be a turning point for Makati," says Victor 
Limlingan, the owner of a brokerage firm. 
^Makati built itself up in the 1960s and 
970s partly as the country's Wall Street. 
Ayala] can't claim that any more if it 
doesn’t have an exchange.” 

-Property consultant Antonio agrees: “If 











| Sici - rge major 
didis district] will be irreversible. That’ s 


why I think Ayala will move heaven and 
earth to prevent it." 

Ayala's public line is that, stock ex- 
change or not, Makati’s prominence is 
assured, because the major corporations 
will still be based there. Privately, com- 
pany officials claim that the stock exchange 
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Customer takes over 


. Thai bank is the stockmarket's darling 


p By Paul Handley in Bangkok - 


he hottest stock in Bangkok at the 

moment is one that was floated 

8 three years ago, and was so poorly 

- received that it was undersubscribed. 

Krung Thai Bank has come a long way ina 
short space of time. 

S Stodgy and overstaffed, Krung Thai 
=> was the first large state enterprise to be 
. listed when 10% of the government's 

shares were sold to the public. Profits were 

== thin and, worse still, it had Baht 17 billion 
|^. (US$680 million) worth of non-performing 
loans on its books out of a total of Baht 117 
billion in assets. Some Baht 10 billion of the 

loans was made to only three clients. 

The three have not paid up yet, but in 

|. every other respect, Krung Thai is a 
-. changed bank. Net profits rose by 176% to 

Baht 22 billion in the first nine months of 
. 1992 against the same period last year. 
_ Krung Thai's performance was outstand- 
ing even among local banks, whose profits 
. have risen rapidly this year. Investors have 
sent its share price soaring to Baht 336 on 5 
; November from Baht 179 on 30 September. 
- Listening to Krung Thai's president 
: Sirin Nimmanahaeminda, it would seem 
that the transformation was a simple affair. 
It was just a matter of taking a more com- 
mercial approach, he says. But the differ- 
ence was as great as turning night into day. 
Until the bank was listed, it was locked in 
a seemingly changeless FEIGHODSRMp with 
other state enterprises. 

Sirin should know. He was, until a year 
ago, the chief financial officer of one of 
Krung Thai's biggest customers, the Petro- 
leum Authority of Thailand. Soon after he 
took over at Krung Thai, state enterprises 
-suddenly found that the bank's lending 
rates were increased by 0.5-0.6% to bring 
them in line with market levels. 

The significance of the change should 
not be underestimated for a bank that had 
enjoyed gross spreads — the difference be- 
tween deposit costs. Mind loan i income — of 






















































less than 1% in the mid-1980s. Spreads are 
now 3.6%, less than the 4%-plus of Bang- 
kok Bank, Thailand's largest commercial 
bank, but still respectable. 

Part of the increase in spreads was 
achieved by improving the management of 
its cash. This accounted for one percentage 
point of the rise in the spread. Conserva- 
tive branch managers out in the country- 
side used to keep large amounts of cash in 
their vaults overnight, earning nothing for 
the bank. "Last year we discovered Baht 4 
billion out there," says Sirin. The bank cre- 
ated seven cash-management centres 
around the country where the money is 
taken every day, reducing the money 
locked in vaults to only Baht 400 million. 

The rest was put into the short-term 
money markets. Krung Thai now has over 
Baht 20 billion in the interbank market, 
thanks, in part, to its continued position as 
chief deposit-taker of the state enterprises. 

The bank's loan portfolio was also over- 
hauled. Traditionally, Krung Thai lent ei- 
ther to state enterprises or to thousands of 
small borrowers. The bank's extensive 
branch network — 420 nationwide — and 
its state-backed imprimatur mand it to 






















Turned around 














H AMO 


5 
Hees ol the Pl 6 ; billion Tektite Tov 


— one of the biggest office developmen - 
in the country with a gross space of 177 00i 
square metres. 

Philrealty vice-chairman Gerard« 
Lanuza says the Ayala officials are sucking 
on sour grapes. “Those guys want every 
thing; they can't bear seeing anything E 
pening outside of Makati.” 


capture a large share of the retail market 
Due to conservative lending policies, retai 
loans were well-collateralised, but the* 
were poorly followed up. | 

With a seemingly large, captive market 
the bank hardly bothered to search for cor 
porate borrowers. The big exceptions wer« 
fraudulent loans given to three borrower 
in the mid-1980s by then bank presiders 
Tamchai Khambato. Earlier this year, h« 
was convicted in court of granting the 
loans illegally. 

Sirin's tack has been to improve the col 
lection of small loans and to bring in com 
puter systems to help manage them. Inter 
national consultants have designed i 
credit-management system. 

But Sirin wants the bank to find more 
corporate customers. Krung Thai has al 
ready become more involved with projec 
lending, such as to the Thai Olefins' petro: 
chemical plant southeast of Bangkok anc 
to the tollway between Bangkok's interna: 
tional airport and the city centre. 

The priority now, though, is to boog 
the asset book, currently worth Baht 276 
billion, and to produce better returns. With 
an estimated return on assets of 0.8% 
Krung Thai is still below the 1% average 
for local banks. But it was barely 0.1% in 
1988. Reaching the industry average, say: 
Sirin, will entail: the introduction of new 
computer systems; boosting fee incom 
from trade finance; and staff retraining. - 

Can the bank continue to grow rapidly’ 
Sirin says there's no doubt about it. Fo 
one, he expects the bank to collect a majo: 
portion of the outstanding bad loans early 
next year. Two of the three big debtor: 
have agreed to settle. 

Second, he says that Krung Thai will se 
aside less for loan-loss reserves next yea: 
than in 1992. In the first half of this year 
provisions worth Baht 850 million were 
made. In the second half, it plans to se 
aside another Baht 300-600 million. Yet thé 
bank still expects net profits to reach. Bah 
2.8 billion for the whole of 1992. 
How high could net profits go nex 


. year? As much as Baht 4 billion, some ana 
 lysts say. But Rob Collins of First Asia Se 
curities disagrees. 
thing right to improve the bank," he says 
But as long as Krung Thai is used to help 
State: enterprises, its progress will be 


“They are doing every 









‘ally comercial, ” says Collins. 
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Read the Wind, Ride the Waves. 









research, extensive quantification 
and detailed charting, as well as 
massive information gathering, to 
foresee the winds of change. We have 
been doing that for 5 years, and now 
cover 11 different Asian equity markets. 
And we'd like to thank you 
for all our success as 
we celebrate our fifth 
anniversary. 
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Pen and insulin 


Foreign drug makers battle it out in Japan 


By Mark Clifford in Kobe _ 


hat do the soft drink cola and the 
W drug insulin have in common? 

Nothing, except for the fact that 
the global market for each is dominated by 
two companies which make virtually iden- 
tical products. Cola wars are fought by 
Coke and Pepsi. The insulin market is con- 
tested by Eli Lilly of the US and Novo 
Nordisk of Denmark. "The products them- 
selves are becoming more and more simi- 
lar,” concedes one senior Lilly executive. 
This means that "the key is service." 

The two companies that dominate the 
world's supply of insulin have squared off 
in the most attractive market of all, Japan. 

For Lilly and Novo, which between 
them claim to supply 98% of global insulin 
demand, diabetic care is a steady business. 
With continuous care, many patients can 
live near-normal lives. But the worldwide 
demand for insulin is growing at less than 
5% a year. 

In Japan, the growth rate for insulin use 
is much faster than the world rate and it 
shows no sign of slowing down. The mar- 
ket grew 8% last year and is expected to 
expand 8-10% annually for the next several 
years. 

From the time of the commercial devel- 
opment of insulin in the 1920s, Eli Lilly has 
marketed the product in Japan through a 
local company, Shionogi. That is set to 
change, as Lilly in July began a four-year 
process that will see it take control of its 
insulin marketing in Japan. 

Lilly's move testifies to the growing 
importance that foreign pharmaceutical 
makers are placing on the Japanese mar- 
ket. "Lilly as a company is committed to 
establishing its presence in Japan," says 
Richard Brown, director of new product 
planning at Lilly's Japanese subsidiary. To 
do that, it needs to control insulin sales in 
Japan, which has the world's most rapidly 
ageing population. 

Diabetic care typifies the opportunities 
that pharmaceutical companies see in the 
Japanese health-care market. Novo esti- 
mates that it had 44% of the world insulin 
market last year, while 54% went to Lilly. 
In Japan, these relative positions are re- 
versed. 

Novo now holds 63% of the Japanese 
insulin market, which totalled about Y20 
billion (US$160 million) last year. Lilly has 
35% (the other 2% comes from other for- 
eign firms), but hopes that by taking over 
the sales operation from Shionogi it can 


grab 50% of the market by the turn of the 
century. 

Novo is no pushover. Some 130 of its 
280 employees in Japan are in sales, where 
the number of staff is expected to more 
than double over the next several years. 
About half of its business in Japan is re- 
lated to diabetes. 

The competition is more severe in Ja- 
pan than in most other countries, says 
Roger Moore, who heads Novo's Tokyo- 
based subsidiary. "The need to service the 
expectations of the doctor is very high." 

While pharmaceutical makers in the US 
and Europe try to win over doctors with 
seminars held in exotic resorts, in Japan 
physicians simply want to be overdosed 
with | information. 
"The frequency of con- 
tact is far greater than 
in Europe, says 
Novo's Moore. One 
way of providing the 
information is to hold 
frequent professional 
lectures for doctors. 

That requires a bet- 
ter-prepared sales 
force, he says. "We 
spend comparatively 
more time on the train- 
ing and education of 
our sales people in Ja- 
pan than in other 
countries." This in- 
cludes on-the-job sales 
training where less ex- 
perienced sales people 
accompany more sen- 
ior ones on their visit- 
ing rounds. 

Diabetes occurs as 
a result of the body's inability to break 
down glucose. Although there is no cure 
for the disease, many diabetics can lead 
normal lives provided they can regulate 
the amount of insulin in their system. For 
those suffering from Type I diabetes, it is 
essential that they take daily injections of 
insulin. However, for those with the less 
severe Type II form of the disease, blood 
sugar can sometimes be regulated by pay- 
ing careful attention to diet and exercise. 

Because the genetically engineered in- 
sulin that the two companies sell is 
virtually identical — though no one wants 
to say this publicly — much of the market- 
ing effort revolves around delivery sys- 
tems. One way that Novo and Lilly hope 
to boost the insulin market is to make it 
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Injecting insulin with pen syringe. 


easier for patients to give themselves injee 
tions. 

Innovative pre-filled insulin cartridge 
have been developed in recent years. Nov’ 
has enjoyed a good deal of success with if 
disposable pre-filled syringe known as th 
‘pen, especially with older patients whe 
dislike fumbling with their syringes in oy 
der to ensure they are taking the correc 
dosage. 

Since it was introduced in Japan i 
1988, the pen has emerged as a maja 
marketing tool in Japan, where Novo say 
it has induced more Type II diabetics t 
start using insulin. (Lilly also produces 
pen syringe.) 

Because so much depends on patient 
administering their own medication, dia 
betes creates an unusual degree of contac 
between patients and drug companies 
“The patient, not the physician is the cus 
tomer,” says a Lilly official. 

Lilly sponsors summer camps for dia 
betic children in the US as well as in Sout} 
Korea, Hongkong, the Philippines, Thai 
land and Taiwan, with the aim of teaching 
kids how to manags 
their disease. (The on 
set of diabetes during 
childhood is nearly al 
ways Type I, and re 
quires particularly 
close monitoring.) 

Novo, for its part 
owns and operates the 
Steno Memorial Hos 
pital in Copenhagexr 
for the treatment anc 
study of diabetes. Th« 
hospital invites pa 
tients to manage theis 
own diets and take 
greater responsibility 
for their health. 

Diabetes is virtu- 
ally the only disease 
that allows this sort of 
close contact between 
the drug company 
and the ultimate con- 
sumer, the patient. But 
Japan has resisted this approach as doctors 
are loath to invite questions from patients. 
"Doctors here feel that they have a god- 
given authority to tell patients what to do," 
says one foreign pharmaceutical industry 
representative in Japan. 

Three years ago, the Japanese Govern- 
ment set up a modestly funded research 
effort to study the epidemiology of diabe- 
tes in Japan and investigate treatment. But 
all the signs indicate that Novo and Lilly 
will profit from the changing pattern of 
Japanese disease. 

The traditional Japanese diet is a 
healthy one, because it is low in fat and 
high in fibre. But as Japan becomes richer, 
the Japanese are eating more sugar — and 
that means more diabetics. w 
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In the spring of 1992, The Wellcome 
Trust — the largest shareholder in the 
pioneering UK. pharmaceuticals company 
Wellcome plc — made a decision. 

To diversify its investment and to 
increase its support for medical research, The 
Wellcome Trust would sell a substantial 


portion of its shares through a multi-billion- 


dollar global equity issue. 

The US. portion alone would be the 
largest non-privatization equity offering by a 
foreign company in the US. — 

But the complexities would be enormous. 

Wellcome was not well known to US. 
investors. And the shares were being sold into 
an uncertain market. m 

Still, it was a company with great inher- 
ent value. Communicating that value to inves- 
tors would call for a thorough marketing effort. 

Success would hinge on new approaches. 

First, a program was instituted to 
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pinpoint key US. investors. 

Then a special marketing period was 
created to add three weeks to the usual pre- 
offering period. "us 

Most important, a series of presenta- 
tions were set up to let analysts and investors 
hear Wellcomes story firsthand —from its 
management and scientists. | 

These in-person and closed-circuit TV 
seminars clearly set forth the exciting poten- 


tial of the growing field of antiviral medicine. — E 


Result? Between July 6 and July 24, a | 


team of US. investment bankers led byo 


Morgan Stanley built a book of over 200 US. 
institutional investors — of all sizes —who 
purchased $1.1 billion of the $4.5 billion 
worldwide offering. 

Creating one of the top ten US. common 
equity offerings in history. 

And a warm reception for a world- 
class company 
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BEIJING 


provides 


executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Swissótel Beijing 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 
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Swissotel Beijing 
Dong Si Shi Tiao Li Jiao Qiao, P.O. Box 9153 
Beijing 100027, P.R.C. 
Tel: (86-1)501-2288 Fax: (86-1)501-2501 
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ECONOMIC MONITOR: 


NEW ZEALAND 


Cautious optimism 


eserve Bank governor Don Brash 
has become fond of showing visi- 
tors a graph of the New Zealand 
dollar. During September, the 
dollar held steady while the European cur- 
rencies were in turmoil. That, says Brash 
with satisfaction, is evidence that monetary 
settings are right and the economy is back 
on track. 

Yields on government debt give Brash 
further cause for satisfaction. Rates on 90- 
day bills are around 6%, compared with 
14% two years ago. The return on five-year 
bonds has dropped from 13% to 7% over 
the same period. 

Annual inflation is running at 1%, the 
same level as last December. And while it 
is universally expected that this rate will 
rise slightly as a result of last year’s 8% 
depreciation of the New Zealand dollar, 
economists are confident that Brash will 





_ make good on his promise to Minister of 


Finance Ruth Richardson that inflation will 
stay within the 0-2% band. 

Manufacturers' Federation president 
Alan Shadwell, in a departure from his 
longstanding criticism of monetary policy, 
said in July that manufacturing export- 
ers found the level of the dollar ac- 
ceptable. 

In the 12 months ending September, 
manufacturing exports rose 12.5% to 
NZ518.1 billion (USS9.6 billion), from the 
year-earlier period. During the same pe- 
riod, imports increased 9.8% to NZ$16.4 
billion. 

In the past, export gains owed much to 
rises in agricultural commodity prices. 
However, the latest improvement in the 
trade balance reflects the strength of 
manufacturing exports, as agricultural 
prices have moved little. This strong per- 
formance during a period of weak global 
demand is being hailed as evidence of 
productivity gains made in the past five 
years. 

Exports to Australia, New Zealand's 
major trading partner, surged by 18% in 
the 12 months to September. New Zea- 
land's factor costs are 25-30% lower than in 
Australia, and manufacturing exports ac- 
count for the majority of its overall exports 
across the Tasman Sea. 

Most of the rise in imports comes from 
plant and machinery, not consumer goods. 
For example, imports of boilers, machinery 
and mechanical appliances rose 11.4% from 
a year earlier, while imports of electrical 
machinery and equipment increased by 
6%. 

According to a National Bank of New 
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Zealand survey, a net 35% of those sam 
pled in October expected business activit 
to rise in the coming year. Investmer 
intentions, as measured by the New Zee 
land Institute of Economic  Researc 
(which has a good record for prediction: 
are the highest for nearly a decade. Th 
country's GDP rose 0.7% in the 12 month 
ending 30 June, compared with a sizeabl 
contraction of 2.1% for the same period 
year earlier. 

However, the budget deficit is a pos 
sible source of concern. For the yea 
ended 30 June, the deficit was NZ$3.3 bil 
lion, accounting for 4.2% of GDP, compare 
with a deficit of 43% of GDP a yea 
earlier. 

In July, Finance Minister Richardsoi 
forecast a total of NZ$8 billion in budge 
deficits in the three years to March 1995 


improving competitiveness 


New Zealand's trade-weighted 
exchange rate 
a 
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Although the Reserve Bank and some 
other forecasters envisage a balanced 
budget by the late 1990s, others, including 
Girol Karacaoglu, chief economist at Na- 
tional Bank, think that a deficit will persist 
even during cyclical upturns, and will con- 
tinue to be a problem. 

In the government balance sheet as of 
30 June, liabilities exceeded assets by about 
NZ$15 billion, compared with NZ$10 
billion a year earlier, reflecting both the 
fiscal deficit as well as increased external 
debt-service commitments resulting from 
the 1991 devaluation of the New Zealand 
dollar. The published government accounts 
(an exercise carried out only in New Zea- 
land) are a stern reminder of how much 
ground the economy has to make up be- 
fore it can be considered restored to full 
health. 8 Colin James 
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Coast of Good Hope 


Thailand's Eastern Seaboard plan yields results 





By Paul Handley in Sri Racha 


s a modest haul of containers 

swung aboard the cargo carrier Ea- 

gle Respect on 6 October, Thai port 
officials joined a small celebration with 
shipping-company executives. For the ves- 
sel's owner, American President Lines, the 
event inaugurated a new service at the re- 
cently opened southeastern port of Laem 
Chabang. For Thailand, however, the occa- 
sion was a small step towards a 
imuch bigger goal. 

The containers were the first to 
be delivered by rail since Laem 
Chabang was connected to Thai- 
Nand's railway network in early Oc- 
Kober. Previously, the cargo would 
have been trucked by road to 
Klong Toey, the congested river 
port in Bangkok. 

By diverting freight from Klong 
Toey, the new service represents a 
milestone for Thailand's Eastern 
Seaboard Development Pro- 
gramme. As such, it helps to vindi- 
cate supporters of the programme, 
a controversial six-year-old drive to 
direct industry and people away 
from Bangkok and into the south- 
eastern coastal provinces. 

More to the point, it could also 
help change Thailand's image as a 
country whose growth prospects 
are fast being blocked by infra- 
structure deficiencies. 

Two key objectives of 
the seaboard plan are now 
well on their way to being 
met. These are develop- 
ment of the Laem 
Chabang port, 110 kilome- 
tres south of Bangkok, 
and the creation of a 
heavy-industry zone at 
Maptaphut, fronting onto 
the Gulf of Thailand. 
Moreover, the eastern re- 
gion has now supplant- 
ed Bangkok as the fo- 
cus of Thailand's eco- 
nomic growth (see chart). 

But progress on some important ele- 
ments of the plan has been patchy. Con- 
struction of crucial transport links is lag- 
ging industrial investment. And adequate 
social facilities such as schools have not 
been provided for the thousands of work- 
ers and managers who are moving to the 
area. But while there is criticism of the lack 
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of coordination of the seaboard project, the 
growth in operations at Laem Chabang 
shows it is building momentum. 

“It has taken a lot of resources and ef- 
forts and time to make it work . . . [but] it is 
on the way to becoming a success," says 
Chalongphob Sussangkarn, an economist 
at the privately run Thailand Development 
Research Institute. 

Graham Catterwell, an analyst at 
Crosby Securities in Bangkok, calls the 
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project “far-sighted,” 
adding: “They did not 
get the timing of all the 
components exactly right, 
but never mind.” 
Indeed, the Eastern Seaboard scheme 
may get a boost from the new government 
of Chuan Leekpai. Chuan, who became 
prime minister after polls on 13 Septem- 
ber, has stressed the need for more invest- 
ment in regions outside Bangkok. This 
would spread the benefits of economic 
growth more evenly and take pressure off 
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the capital. (In the mid-1980s, Bangkok had 
12% of Thailand’s population, but 80% of 
its industry). 

Moreover, Chuan has appointed one of 
the project’s leading backers, Savit 
Bhotivihok, to a ministerial position in the 
Prime Minister's Office. Savit, who quit his 
job as a government planner to run for par- 
liament in the recent polls, was in charge 
of the Seaboard scheme from 1985-92. “We 
need to push harder on the Eastern Sea- 
board,” he said after being elected, citing 
specifically the need for good schools and 
social services to attract people to the re- 
gion. 

The government began planning the 
project in 1981 — it finally got off the 
ground in late 1986 — and has so far put at 
least US$1 billion into the scheme. How- 
ever, if other public works in the three 

southeastern provinces — Chonburi 


Routes to growth : Chachoengsao and Rayong — are 
: added in, together with private in- 
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vestment in factories, the sums spent 
probably total 10 times that amount. 
And with industrial investment on 
the southeast coast now rapidly 
picking up, a similar amount is 
likely to be spent by the private sec- 
tor in the next five years. 

Laem Chabang had long been the 
favoured site for a new port that 
would provide an alternative to 
Klong Toey. It is capable of taking 
ships that can carry up to 3,000 teu 
(20-foot equivalent units) of con- 
tainer cargo, whereas Klong Toey 
can handle only vessels of up to 
1,400 teu. It is also more accessible; 
getting to Klong Toey requires a dif- 
ficult 30-km trip up the Chao Phraya 
river, and goods must be trucked to 
the port through Bangkok's legen- 
dary traffic jams. 

Just as important as Laem 
Chabang is the heavy-industry com- 
plex at Maptaphut, 17 km west of 
Rayong. Maptaphut was chosen be- 
cause it is close to substantial off- 
shore gas fields. Gas piped ashore 
here feeds a gas-separation plant 
and a power station, both of which 
were built in the early 1980s. 

Today, the 960-hectare, govern- 
ment-run estate looks barely occu- 
pied, even though the gas and 
power plants have now been joined by 17 
factories of various descriptions. They in- 
clude an olefins petrochemical project and 
downstream plants producing plastic ma- 
terials. Maptaphut's vacant spaces, how- 
ever, are already fully booked by indus- 
trial companies planning to base there. 
Many are already doing site-preparation 
work. At two adjacent privately run es- 
tates, it is a similar story 

Among the developments planned in 
the three estates are a fertiliser plant (long 
delayed by controversy, but now going 
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ahead), two petroleum re- 
fineries, a second olefins 
plant, an aromatics petro- 
chemical complex with 
downstream operations, 
zinc and copper refineries 
and a steel-processing 
plant. 

The scale of this re- 
sponse — far in excess of 
original expectations — 
shows that the Eastern Sea- 
board project is beginning 
to pay off in a big way. Ex- 
amples of the many other 
industrial projects pro- 
posed or under way in the 
region include: 

P Thai-Belgian joint ven- 
ture Thainox is building a 
stainless-steel plant in 
Maptaphut. This in turn recently attracted 
a US company with plans to open a factory 
nearby that will make aircraft parts from 
stainless steel. 

»> Japan's Mitsubishi and Thai partners 
have secured sites for a complex of 14 car- 
assembly and auto-parts plants at a cur- 
rently empty export-processing zone near 
the Laem Chabang port. 

> Another Japanese auto maker, Toyota, 
has announced plans for an assembly plant 
to be built at a privately run industrial es- 
tate near Chachaoengsao. (This city, 
though away from the coast, is expected to 
be an important industrial node for the 
entire region.) 

While industry is increasingly gravitat- 
ing towards industrial estates — there were 
52 factories in estates by mid-1992, up from 
29 in January — the development of the 
region has been broad-based. For example, 
the number of factories (from shop-houses 
to large plants) registered in the three 
southeastern provinces grew by 35% to 
2,684 in the four years 1987-91. 

"[There] has been a fantastic change 
over the last decade," says Crosby's 
Catterwell. Land alongside the Bang Na- 
Trat road between Bangkok and the East- 
ern Seaboard used to be given over entirely 
to ricefields, he says; “now it is all factories 
and shop-houses." 

The trouble is, however, business is well 
ahead of the government. “The linkages to 
Bangkok are still not complete," economist 
Chalongphob points out. 

A new Bangkok-Eastern Seaboard high- 
way — designed to bypass urban centres, 
and with a feeder road into Laem Chabang 
port — is behind schedule. The southern 
half, in Chonburi province, should be 
completed by early next year. But the 
northern portion, which will help move 
cargo eastward out of Bangkok, is far 
behind, with work yet to start on some 
sections. Similarly, the rail spur that con- 
nects Laem Chabang to the east-coast line 
was a year late when it opened in 
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Laem Chabang container terminal. 


October. 

As aresult of these delays, traffic on 
the one major highway serving the 
region is frequently backed up outside 
Bangkok for 20 km in both directions. Typi- 
cally, roughly half of the vehicles using the 
road are trucks serving the Eastern Sea- 
board. 

In addition, a crucial part of the overall 
plan for getting freight out of Bangkok 
and onto the railway has not even been 
started. This is a proposed inland freight 
terminal, due to be built at Lat Krabang, a 
heavily industrialised area east of the capi- 
tal. In order to start its “inter-modal” (rail- 
ship) freight service, American President 
Lines has had to improvise its own con- 
tainer terminal in Bangkok's Bangsue dis- 
trict. 

"The main problem," Chalongphob 
says, “was that there was no real body to 
coordinate development." Private and po- 
litical interests combined to kill an early 
proposal to form a super agency, the East- 
ern Seaboard Development Corp., to over- 
see the project and the region. As a result, 
the numerous agencies involved in the 
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scheme have failed to act 
in unison. Even more seri- 
ously, private-sector inter- 
ests bought up land before 
the government could 
zone it for development 
purposes. 

Chalongphob notes, for 
instance, that the govern- 
ment has still to acquire all 
the land it will need for fu- 
ture expansions of Laem 
Chabang. And local real- 
estate prices have shot out 
of range of budget alloca- 
tions for land appropria- 
tion. 

Coordinated or uncoor- 
dinated, however, most 
aspects of the plan are get- 
ting done. Existing roads 
are being widened rapidly, including the 
highway to the rapidly growing northeast- 
ern city of Nakorn Ratchasima. And a rail 
link from Chachoengsao to the industrial 
area around Saraburi, about 110 km north 
of Bangkok, should be completed by late 
1994, allowing freight from that area to 
reach the Eastern Seaboard. 

Moreover, Thailand is now drawing up 
detailed plans for a new international air- 
port, 20 km southeast of the city, which 
will serve the seaboard region more con- 
veniently than Don Muang to the north. 
The new Nong Ngu Hao airport is due to 
open by 2000. Thais have also often de- 
bated whether the military airbase at Uta- 
phao, on the south coast, should be turned 
over to civilian use, but on this front, there 
seems unlikely to be any action soon. 

Despite the election of Prime Minister 
Chuan and his appointment of former 
planner Savit, some observers worry that 
the Eastern Seaboard project might not get 
full attention from the new administration. 
They point out that pressure to implement 
rural-development projects in other areas 
of the country, particularly the far-south 
provinces, remains strong. Such pressures 
distracted the Chatichai government of 
1988-91, says Chalongphob, and took at- 
tention and money away from the sea- 
board project. "The Chuan government has 
to put its primary focus on this area still," 
he says. 

A major boost could come if the gov- 
ernment decides to go ahead with the con- 
struction of a high-speed railway from 
Bangkok to Sattahip, 150 km southeast of 
the capital. While this proposal is only in 
the early stages of consideration, and 
would involve immense costs, it would 
bring the seaboard region within easy com- 
muting distance of Bangkok. If the region 
continues to expand at its current pace, it 
seems likely that by the time the new Nong 
Ngu Hao airport is built, there will be suf- 
ficient demand to make a high-speed es 
service financially viable. 
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l'ree-for-all folly 


Poorly controlled development exacts a price 


By Paul Handley in Sri Racha 


he Eastern Seaboard has 35. golí- 
| course schemes (half already built) 
and roughly 3-5,000 over-priced, 
»eachside condominiums standing empty 
ufter a construction binge. But glaring gaps 
n coordination of local development have 
left the region short of social facilities for 
Thai workers who are being encouraged to 
nove there. 

“If you want to get millions of people 
down there, you need good schools and 
hospitals,” says Chalongphob Sus- 
sangkarn, an economist at the Thai- 
and Development Research Insti- 
tute. 

The lack of facilities — as well as 
the empty condominiums — are tes- 
dümony to political greed. During 
nuch of the seaboard plan's early 
development, politicians of all par- 
ties indulged personally in land 
speculation. Questions about social 
infrastructure went begging. 

Plans for a Greater Eastern Sea- 
ooard Development Authority that 
might have reined in gangster-con- 
trolled provincial governments also 
tell by the wayside. 

One of the most spectacular casu- 
alties of this regime has been the 


Gateway of 
the future 


Taiwan's leading shipping company, 
Evergreen, is being courted by Laem 
Chabang port officials in a move which 
could sharply boost the port's container 
traffic. 


Evergreen, which handles up to 
150,000 teu (20-foot equivalent units) of 
Thai cargo a year, is being offered joint 
operation of one of Laem Chabang's 
three berths. The berth is currently oper- 
ated by the port authority itself, but has 
attracted hardly any business. If the talks 
are successful, the authority hopes that 
Ev will direct its ships to Laem 
Chabang instead of Klong Toey in Bang- 
kok. 

So far, just three carriers have put 
their faith in Laem Chabang: Japan's 
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beach resort of Pattaya, which is ear- 
marked as both a major tourist facility and 
a future residential centre. Dirty sea water, 
a lack of fresh water in its hotels and hous- 
ing areas, unrepaired streets and a local 
crime wave have turned it into the epitome 
of seediness. 

An indicator of the unpreparedness of 
local planners to meet human, rather than 
industrial, needs is the fact that there are 
no reliable estimates of the area's popula- 
tion. Most incoming workers remain regis- 
tered as residents in their home towns. 





Ban Chang town: strain on local infrastructure. 


NYK Lines, Thailand's Regional Con- 
tainer Lines and American President 
Lines. Even if they were joined by Ever- 
green, however, the new port would be 
unlikely to replace Klong Toey anytime 
soon. 


At full capacity, Laem Chabang's 
three berths could handle up to 700,000 
teu a year — roughly half of the coun- 
try's total container traffic. But current 
throughput is equivalent only to about 
130,000 teu a year. Klong Toey handles 
nearly 1.3 million teu annually, with the 
rest going through private wharves on 
the Chao Phraya river. 

Port officials at Laem Chabang ss 
shipping lines have not been 
commit themselves to the new port by 
calling there regularly. As a result, most 
Eastern Seaboard manufactures continue 
to be trucked to Bangkok. 

Laem Chabang, however, already 
boasts two big advantages. One is its 
ability to take bigger ships than Klong 
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Pairoj Piempongsarn, president of the 
Ban Chang Group, which has built the new 
town of the same name near Rayong, esti- 
mates the population of the three seaboard 
provinces at around 3 million, up from 2- 
2.5 million six years ago. How many of 
these workers are stayers, and how many 
are working temporarily in the region in 
construction or factory jobs is unclear. Ei- 
ther way, they and their families strain the 
region's schools, hospitals, transport links 
and public utilities such as water supplies 
and telecommunications, many of which 
have barely kept up with demand. 

Water supplies have been a particular 
headache. The area suffered a prolonged 
crisis from 1988-89 as new hotels mush- 
rooming along the coast around Pattaya 
competed thirstily for supplies from just 
four reservoirs. Since then, the manufac- 
turing industry has expanded, and the rec- 
reation industry has continued growing — 
the golf courses, for example, need 
large quantities of water to keep 
their greens in tip-top condition. 

The Eastern Seaboard develop- 
ment office in Bangkok has acceler- 
ated reservoir construction to meet 
this rapidly increasing demand. Five 
new reservoirs are on the way 
which will triple the region's water 
reserves. But with communities and 
industry expanding equally quickly, 
“I don't know whether we can cope 
with demand or not," says Patai 
Metharom, a planning official in the 
development office. 

Savit Bhotivihok, the former 
Eastern Seaboard Authority chief 
who is now a minister in the new 
Chuan government, has said that 
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Toey. The other is that two of its three 
berths are in the hands of private ship- 
ping consortiums, a fact that has gener- 
ated healthy competition. "Without the 
privatisation of the berths, carriers would. 
not have moved" to the port, says one 
shipping executive. 

Shippers say business costs at the port 
are lower because they do not have to 
pay the bribes that are routinely required 
at Klong Toey. Customs inspection and 
cargo-handling facilities at Laem 
Chabang are also more efficient, accord- 

ing to we iia with shipments m 
through the in one third of the time 
it typically takes at Klong Toey. 

Nevertheless, the Bangkok port seems 
certain to remain Thailand’s principal 
gateway until Laem Chabang wins over 
business and expands sufficiently to take 
the premier role. But that will 
have to await the construction of addi- 
tional berths, which may be five to six 
years away. m Paul Handley 
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. most of these problems could have been 





avoided had there been a strong regional 
authority. Strict zoning laws could have 
been enforced to keep down the price of 
land needed for utilities and government 
services, and water use could have been 
better regulated. In his new job as a minis- 
ter in the Prime Minister's Office, Savit is 
expected to push hard for the creation of a 
regional body. "The water problems can- 
not be solved without it," says Ban Chang 
president Pairoj. 


Housing policies have also reflected this | 


patchy planning process. Workers at the 
Laem Chabang industrial estate, for exam- 
ple, face a long bus trip from their homes 
to the town centre and to their factories — 
the result of government failures to impose 
zoning controls before private-sector devel- 
opers and land speculators moved in. By 
contrast, at the better-planned Maptaphut 
community, the Government Housing Au- 
thority is building barracks-style accommo- 
dation for workers in a housing area set 
aside near to the industrial estates. 

For middle-income workers and man- 
agers, housing needs are met chiefly by the 
private sector. Ban Chang Group's new- 


town development (pop. 35,000) at Ban | 


Chang and Ban Pala, 10 km west of 
Maptaphut, was zoned at the outset for 
residential and commercial activities. Even 
so, the development was probably begun 
three years too early, says Chuchai 
Chutimimas, a company official who over- 
sees the new town. Only about 5,000 of its 
inhabitants are officially listed as new resi- 
dents — the group had hoped for double 
that by now. 

Chuchai says the problem is twofold. 
First, many Maptaphut workers are single 
men who find the bright lights of Rayong 


more attractive than sedate Ban Chang. - 
Second, most senior managers at the | 


Maptaphut complex keep their families in 
Bangkok — for traditional reasons which 
make it hard to break from Bangkok soci- 
ety, and because the seaboard region lacks 
good schools to which they can send their 
children. 


Ban Chang Group is now negotiating | 


with an English private school to set up an 
international school in the area. This is 
likely to appeal not only to wealthy Thais 
working in the region but also to the hun- 
dreds of expatriate staff involved at 
Maptaphut. 

Undeterred by the slow take-off at Ban 
Chang, the company is also helping to 
plan another new town in the centre of the 
Eastern Seaboard region. To be called 


Century City, the town will be located in | 


an area which is still mostly fruit and 
cassava farms, without a new factory in 
sight. The plan is for a community of up 
to 100,000 people. So far, however, its 
backers are still seeking financing and co- 
investors, and detailed plans have yet to 
be made. [ 
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At China's crossroads 


Neglected Wuhan city enters the spotlight 





By Paul Mooney in Wuhan 
T he Yangtze River port of Wuhan is 





looking towards the 21st century in 
a big way. Tired of hearing their city 
described as a dusty backwater, officials 


, want to transform it into a bustling inter- 


national commercial centre. They believe 
they can capitalise on Wuhan's strategic 
position as a trading hub in China's heart- 
land. 

“We are anxious to attract foreign in- 
vestment,” Wuhan Mayor Zhao Baojiang 
says. But Zhao, an easy-going former ar- 
chitect who has a penchant for double- 
breasted suits, has his work cut out. 

The Hubei province capital took a step 


forward in August, when it signed a letter 


Middie Kingdom’s heart 


Wuhan 


* Railway 
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| - Hongkong 


of intent with Wharf (Holdings) of Hong- 
kong to begin at a yet-to-be-disclosed time 
a series of projects aimed at turning Wuhan 
into a large container port and transport 
hub for central China. Under the plan, 
which has Premier Li Peng's blessing, 
goods from central China are to be cleared 
for customs in Wuhan and loaded on trains 
for trans-shipment to Hongkong. 

“When you have a big land mass, you 
need inland depots to feed the ports," says 
John Hung, Wharf's executive director. 
"Since Wuhan is in the centre of China, we 
believe that it can become the inland centre 
of China — Chicago, Kansas City and Dal- 
las all rolled into one." 
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Wuhan’s officials are confident that they 
can return the city to its former status as a 
vital trading post. For centuries, Wuhan 
has been a leading commercial centre in 
China, but it grew lazy under four decades 
of central planning and has lagged in re- 
cent years. The officials take pride in the 
fact that the city of 6.8 million has been 
trading with the outside world in one form 
or another since 1858, when it was desig- 
nated a foreign trading port by Peking 
along with four other cities. 

The major impetus for revamping 
Wuhan has come from senior communist 
party officials in Peking, who believe that 
an economic revival in the city will bolster 
the fortunes of neighbouring provinces. 
They also see a booming Wuhan helping 
to reduce the growing disparity between 
the less dynamic inland provinces and the 
thriving coastal areas. 

Wuhan officials say patriarch Deng Xi- 
aoping's trip to southern China in late 
January, which he used to kick off a cam- 
paign to speed up the pace of economic 
reform, proved to be a turning point in 
their efforts to improve the city's economy. 
Deng's first stop on his way south from 
Peking was Wuhan — which is actually 
three cities in one: Hankou, Hanyang and 
Wuchang — and he promptly chided the 
officials for failing to move quicker on im- 
plementing reforms. 

“In the past [under the communist 
government|, we were afraid of trying 
anything new, of making mistakes," says 
Zhang Juying, head of the newly opened 
Wuhan passenger terminal on the Yangtze 
River, which is involved in a variety of 
business ventures. "But Deng told us 
not only to reform, but to do so faster. 
Now, we are only afraid of moving too 
slowly." 

This new attitude was highlighted in 
June, when Wuhan officials allowed 
Hongtex Development Co., a Hongkong 
company, to buy a 51% shareholding in 
financially ailing Wuhan No. 2 Printing & 
Dyeing Co. The transaction marked the 
first time a foreign company was allowed 
to acquire a majority stake in a state-owned 
enterprise in China. 

Officials bent backwards to convince 
Hongtex to invest in the textile company. 
The enterprise, which had a loss of Rmb 8 
million in 1991, was borrowing heavily 
each month to meet its payroll. Hongtex 
was given complete freedom to manage 
the company, renamed Wuhan Cityford 
Printing & Dyeing, such as the right to in- 
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stall a new management team and 
kto lay off 1,200 of the factory's 1,900- 
strong workforce, and it was ab- 
solved from responsibility for the 
enterprise's debt. 

Wuhan's reform efforts were bol- 
stered in June, when Peking desig- 
mated it one of the 28 new inland 
cities open to foreign investment. 
Profit taxes on manufacturers were 
lowered to 15-24% from 33-55%, de- 
pending on the location and type of 

he venture. The city is also allowed 
to offer tax exemptions to companies 
in their first two to five years of prof- 
itability. 

"After more than 10 years of 
wpen-door policies, China's coastal 
wcities have achieved fruitful results," 
Mayor Zhao says. "The central government 
has decided to give Wuhan the same pref- 
verential policies as these coastal cities, pro- 
viding us with an opportunity to catch up." 

The mayor believes Wuhan's strategic 
position makes it an ideal place in which 
to invest. The city's road, rail and river net- 
works connect it to more than a dozen 
provinces and 195 cities. As a result of this 
transport system, hundreds of trading 
companies from throughout China have 
set up in Wuhan, and the acquisition of 
raw materials is easier there than in most 
coastal cities. 
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Wuhan is well placed as a regiona 
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Another advantage is Wuhan's low 
wages. The city's workers earn an average 
of Rmb 200 a month, compared with about 
Rmb 500 in booming Guangdong province. 
In addition, the city is China's third major 
educational and research centre behind 
Peking and Shanghai. 

Moreover, Zhao this year divided 
Wuhan, which covers an area of 8,476 
square kilometres, or eight times the size 
of Hongkong, into three economic zones 
with incentives designed to lure domestic 
and foreign hi-tech companies: 
> The East Lake High Technology Zone is 
focusing on optical communications, bio- 





engineering, laser technology and 
the development of raw materials. 
> The Wuhan Economic Develop- 
ment Zone is specialising in the pro- 
duction of automobiles and spare 
parts. A joint venture between 
Peugeot of France and China's No. 
2 Automobile Works is expected to 
serve as the backbone of the zone. 
> The Yangluo Economic and 
Technology Zone is serving as a 
container-transfer centre. It has 
bonded areas offering preferential 
tax rates, an industrial and commer- 
cial area and a power plant. 

Wuhan's reforms have also 
fuelled foreign investment. In the 
first nine months of this year, the 
city approved 399 projects by foreign com- 
panies valued at US$1.1 billion, up seven- 
fold from a year earlier. Li Kaijiang, direc- 
tor of the Wuhan Foreign Investment Serv- 
ice Centre, says foreign projects are cur- 
rently being approved at a rate of three a 
day. 

More than 75 foreign real-estate devel- 
opers have been registered in Wuhan this 
year, the majority involved in the city's 
renovation. New World Development Co. 
of Hongkong plans to renovate several of 
the city's hotels as well as build another 
hotel, while Hongkong's Tian An China In- 
vestments is building a hotel that will be 
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'YOU'VE GOT TEN SHELF 
FACINGS AND YOUR P.O.S. 
MATERIAL UP! HOW DID YOU DO IT?" 






A widespread network of reciprocal 
arrangements with global agents and carriers 
enables Modern Freight to provide 
comprehensive transport services for all types 
of consignments. And in a recent development 
designed to accommodate changing patterns 
in business in the region, Modern Freight has 
extended its services to include warehousing 
and distribution facilities. 


These customs bonded facilities are manned 
by Modern Freight staff with equipment linked 
by computer to the head office, ensuring the 
delivery of customer's goods to any final 
destination of their choice by land, air or sea. In 
addition, the warehousing facilities are 
supported by a fleet of trucks enabling the 
delivery or collection of consignments 
anywhere within the United Arab Emirates. 
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owned enterprises, many of which are 
lampered by outdated machinery that 
rn out unmarketable products. Mayor 


















n all of the city's 4000 state-owned enter- 
prises. 

. Nonetheless, many big foreign manu- 
facturers, worried about bureaucratic has- 
sles, are not convinced that inland China i is 


aling once again with a lot of red tape, 
when we can get things done across the 
border in Guangdong with one phone 
call?” asks a Hongkong-based executive of 
„a US company. 

— Asa result, the vast majority of foreign 
investors in Wuhan have been small and 
medium-sized companies from Hongkong, 
"Taiwan and Japan. But not all big com- 
_ panies are staying away. 

|o in April, Philips of the Netherlands be- 
vegan production at its joint-venture com- 
pany in Wuhan, Yangtze Optical Fibre & 
| Cable. An official at the Ministry of Posts 
.. and Telecommunications, which is Philips’ 
partner in the venture, says the agency 
wanted the venture to be set up in Wuhan 
- because the city is a leader in China's fibre- 
Optics industry. Following Philips’ lead, 
|^ NEC of Japan set up a joint-venture fibre- 
_ Optics plant in Wuhan that began produc- 

tion in November. 

_ » Peugeot of France was drawn to Wuhan 
_ by its joint-venture partner, the No. 2 Au- 















Citroen Automobile, is expected to manu- 
. facture about 150,000 cars a year when it 
starts up in 1994. 
-Despite the small number of large for- 
ign companies that have invested in 
Nuhan, officials are confident that their 
new policies will attract more investment. 
They point out that production costs are 
ising in Guangdong. To tap cheaper pro- 
luction bases, the officials say, the colo- 
"s companies must go further inland, 
d they aim to encourage investors to 
nake Wuhan their first stop. 


"fti is not easy to do business here now,” 


ys Katsuhiko Yamaguchi, president of 
Nuhan NEC Fibre Optic, "but Wuhan is 


mging rapidly: Tt far easier to do busi-. | 


ss now than two years ago.” 
Wu Zhigiang, a Chinese manager at 
(angtze Optical Fibre & Cable, says 
uhan's officials realise that the city will 
ft even further behind China's coastal 
ities if they do not try to accommodate 
oreign companies. "Yes, there is more bu- 
eaucracy here compared with Guangdong 
and the coastal cities," he says, "but the 
leaders are changing fast." | 
. Red tape, however, i ; not the only 
drawback facing foreign manufacturers in 








rs to bail out ‘the ‘cit fe troubled. state- 


hao says he welcomes foreign investment 


he place to invest. “Are we going to go up - 
Wuhan and turn the clock back 20 years, 


_tomobile Works, which is located in the | 
City. The US$800 million venture, Aeolus- | 









ited « on "the voce River and that "lights | 
to other Chinese cities and. Hongkong are. 


full. 


Wuhan’s officials expect. many of the 
city's infrastructure problems to be solved 
` by the end of the decade. The Wharf plan, 


for example, calls for the building of con- 


tainer terminals, power stations, industrial 
estates, hotels and us bred ul Wharf, 


|. À second rail line is also being laid be- 
tween Peking and Canton in Guangdong. 
About 65% of the space on the existing line 
between the cities is reserved for passen- 
gers, limiting the amount of space avail- 
able for freight. Gary Gilbert, vice-presi- 
dent of central Asia for Sea-Land Services, 
a US container company, says special con- 
tainer trains on this line could provide 
Wuhan and other cities a more efficient 
way of transporting goods. 

The new 2,300-kilometre rail line, 
which the China Daily says will cost Rmb 
10 billion, was initially scheduled to be 
completed by 1997, But in October, Minis- 
try of Railways officials said the project 
would be accelerated to make it opera- 
tional by 1995. 


| Qingshan Foreign Port was opened, and 2 


eee the city in 40 years, sailed into t 
— harbour. A low bridge in Nanjing ir 
_ Jiangsu province and shallow water, how- 
ever, limit the Yangtze River to ships of 
.. 50000 deadweight tonnes and smaller, or 

vessels that are far too small to carry sig: 


c a ng mp 
'uhan's transport s situation. m E 






Japanese ship, the first foreign vessel tc 


nificant amounts of freight. 
In addition, a new international airport 


_is scheduled to open in 1993. Wuhan offi- 


cials say the Civil Aviation Administrations 
of China is negotiating with international 
airlines, but analysts say it is unlikely that 
Wuhan will attract regular flights from cit- 
ies outside China except Hongkong. 

Access by air to Wuhan has already 
improved. While it previously took several 
weeks to obtain a seat on an airliner bound 
for Wuhan, the Civil Aviation Administra- 
tion of China on 1 October increased the 
number of weekly flights between Hong- 
kong and Wuhan to seven from four. 
When the new airport opens, the number 
of flights from other major cities in China 
are expected to double. 

Most analysts, however, say the key to 
Wuhan’s transition is the new Peking-Can- 
ton rail line. "What will make Wuhan is 
the same thing that made Chicago: the rail- 
road," Sea-Land's Gilbert says. "When 
transport comes to this area, providing ac- 
cess to the sea, the economic miracle will 
follow." e 
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Tiddlers fight back 


South Korean small businesses fend off big firms 


By Ed Paisley i in Seoul 


outh Korean manufacturer Shin Jung 
Kyu seems an exemplar of the can- 
do Asian entrepreneur. A penniless 
refugee during the Korean War, he slaved 
and saved to set up his own stationery 
company in 1959. Now he owns four firms 
with annual turnover of about US$150 mil- 
lion, as well having a venture in the US. 
But Shin's success rests as much on gov- 
ernment support as it does on entrepre- 
neurial skill. 

Ten years ago, the country's large con- 
glomerates, or chaebol, were voracious in 
swallowing up successful small enter- 
prises. To protect these businesses, the gov- 
ernment in the 1980s declared more than 
200 products off-limits to the chaebol. 





Cheap financing was made available to. 


small and medium-sized. companies, an 












the domestic market. MN m 

But these props are falling away, and: 
that spells trouble for small companies un- 
prepared for a more rigorous trading envi- 
ronment. Capital has become expensive, 
domestic demand has slowed, imports rep- 
resent an increasing threat and exi mar- 
kets are proving tough in a world reces- 
sion. 

Almost 7,000 small and. medium-sized 
companies went bankrupt in the year to. 
September, according to the Ministry of 
Trade and Industry, compared with 3,400 
in the year-earlier period. These enterprises 
are broadly: defined as firms with fewer 
than 300 employe es and with assets of less 
than Won 40 billion (US$51 million). 

About 2,000 of the defunct companies 
were in the manufacturing sector. More 














i alarmingly, . 16% of small businesses are. 
S cure E at 75% of their: capacity, says the 
' foreign-made goods remained shut out of — ministry, compared : B 


s than 2% in 
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Fair play, good timing and determination to excel - banks, combines traditional values with a dynamic 


these are the qualities and skills that characterize approach and a consistently global outlook. For 
traditional wrestling, whether in Switzerland or in personalized professional service anywhere in the 
Japan. They are also the basis of successful banking. world, Credit Suisse is second to none. 


Credit Suisse, the oldest of Switzerland's three big 
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its not just the warm surroundings that guests 
find so appealing 








It's a host of important room features such as 
keved-off elevator access, in-room El-safes, two isi 
phone lines, as well as... | 


| 











complimentary continental breakfast and 
cocktails served in one of 3 harbor-view lounges, 
and a lot of little extras 





| 


On the Executive Floors 
at the JW Marriott Hotel 
Hong Kong, all the little 
extras don’t appear on 
your bill... like in 
some hotels. 
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JW MARRIOTT HOTEL. 


HONG KONG 


For reservations, call The JW Marnog Hotel. Pacific Place 


| 88 Queensway, Hong Kong island, Hong Kong, Tel: 810 8466, Fax 845 0797 
The 66899 MARTT HX. In Asia Pacific: KUL 248 7059, SIN 291 7306 
SYD Toll Free 008 251259, TYO 3215 7285 
in the US and Canada: Toll Free 80 228 9290 | 
Cane vour the local travel professional or the nearest Marrion hore! 
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the year-earlier period. 

After the government launched its first 
major effort to support this sector in 1985, 
small businesses enjoyed a profitable stake 
in an economy that was recording average 
annual growth of about 10%. But as the 
economy matures, it is unlikely that these 
rates of expansion will be seen again on 
any consistent basis. This year, the 
economy is expected to grow by less than 
7%, trom 8.4% in 1991. 

Imports are the greatest threat to 
smaller firms, with South Korea gradually 
lowering its trade barriers. The liberalisa- 
tion of domestic distribution channels is 
knocking products made by small busi- 
nesses off the shelves of local stores in fa- 


| vour of products made by the chaebol and 


foreign companies. 

“The exports of most under-developed 
countries can compete with our products 
here and abroad,” says Lee Jae Gil of the 


|. Korea Federation of Small Business. In ad- 


dition, he says, "when our companies de- 
velop their own high technologies, compa- 
nies in Japan dump on our market." This is 
especially true, he says, of makers of in- 
dustrial machinery, electronic goods and 
machine parts. 

Some small manufacturers are prepar- 
ing for a more competitive business cul- 
ture. Shin's four companies, which come 
under the umbrella name Korea Staple, can 
expect foreign competition for their output 
of staples, nails and stationery products. 
Shin still has a lock on the wholesale distri- 
bution of some these products, but he has 
invested in new machinery to try and en- 
sure his firm's goods do not lose market 
share to foreign manufacturers. 

The government acknowledges that not 
all businesses can readily adapt to new 
challenges. It would like to do more for 
small companies because it hopes they will 
play a key role in revitalising the economy 
by improving output of higher value- 
added goods. Support for small business is 
also part of the government effort to limit 
the economic and political clout of the 
chaebol. 

But the bureaucracy has been slow to 
respond to political prodding, having built 
the world's 11th-largest trading nation by 
showering the chaebol with cheap money 
and granting them a range of privileges. 

"Every political candidate speaks of the 
need to support small business," says Ouh 
Young Bee, head of the school of small 
business at Soongsil University. “But they 
have to energise the bureaucracy to put 
their mind and heart into it." 

Small businesses in the manufacturing 
sector at the end of 1991 accounted for 43% 
of GDP, 62% of employment and 40% of 
exports. In 1984, the figures were 35% of 
55% of employment and 37% of ex- 


| ports. 


These are incremental gains that busi- 


, nessmen ascribe to government efforts to 


| FAR EASTERN ECONOMIC REVIEW 


tame the chaebol, not to direct measures t« 
support small business. “Public opiniot 
has been critical of big business pushing 
into our business territory,” says Kin 
Hyun Tai of a small-business cooperative 
in the electronics industry. The chaebol, ht 
says, voluntarily restrained from this en 
croachment, but government support fo 
small business was negligible. 

"During the next five years, th« 
government will push for the decentralisa 
tion of the economic power to the smal 
and medium-sized business sector,' 
counters Kim Hyo Sung, director of th« 
business promotion bureau at the Ministry 
of Trade. Forthcoming legislation include: 
a strengthened Fair Trade Commission te 
deal with allegedly under-priced import: 
and laws to limit the scope of large busi 
nesses for guaranteeing loans to their many 
subsidiaries. 

This last initiative is probably the mos 
important, as it should theoretically free uy 
credit to small and medium-sized busi 
nesses. All three presidential candidate: 


Productivity of capital 


Ratio of gross value-added to 
total assets shows small businesses 
in South Korea invest more efficiently 
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support these measures, so it will be up tc 
the bureaucracy to act on them. 

The Roh administration has also prom- 
ised further help in its 1993 budget, with 
so-called structural-adjustment funds total- 
ling Won 355 billion, a 50% increase over 
this year. The three political parties would 
like to raise that figure by Won 300-900 
billion. 

The problem is that more aid for small 
business does not necessarily mean more 
money for the majority of such companies, 
Ouh says that the largest firms in the sec- 
tor receive 70% of government-allocated 
credit, but account for only 20% of small 
companies. Most of these firms enjoy 
strong ties with the leading chaebol via 
sub-contracting arrangements. 

Many of these small businesses are be- 
coming mini-chaebol by branching into 
various businesses but keeping each of 
these companies small to maintain access 
to cheap credit. One water-pump manu- 
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When they can make a good hot dog in Hanoi, you'll read about it in the All-Asia Guide. Seasoned 
travellers know even small details can assume immense importance when travelling in remote or unfamiliar 
territory. The Far Eastern Economic Review's All-Asia Guide has established itself as the most authoritative 
and detailed guide to the region. This completely revised edition covers literally every country in Asia. Written 
by experts who really know each country, it not only reveals the best about them, but points out shortcomings 
and how to avoid them. A mine of up-to-the minute information, featuring in-depth histories of each country 
... invaluable for understanding Asia's diversity of people and cultures. Now being sold in an easy-to-carry three 


volume set. 


Mail. Fax or Phone: Far Eastern Economic Review, 














| G.P.O. Box 160, Hong Kong. Fax: (852) 572 2436. Phone: (852) 832 8338. | 
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| No. of copies by airmail* by surface | 
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To Australia, with either same plane services or easy connections through Indonesia to Sydney, Melbourne, 
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If you don't read 
The Asian Wall Street Journal, 


your replacement will. 


lo ensure your career thrives, analyzing their effects and impact on 






you need a constant competitive Asia. Giving you fresh facts that can 


edge. And that's The Asian Wall make the difference between 
street Journal. Every business success. And failure. 


day, The Asian Wall Street Not surprisingly, The 


Journal provides you with Asian Wall Street Journal is 


insight and information on a read by over 160,000 of the 


wide range of subjects. So your region's foremost business 
conversation will become fresh, and political minds. Of these 


informed and memorable to 72% are Asian. They've all 
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superiors. While others will reached the top by staying 


appear relatively uninformed. ahead of their competition. 
The Asian Wall Street So can you. 
Journal provides you with Get the benefit of our 


analysis and coverage of special rates and subscribe 


significant commercial, 


economic and political developments 


worldwide. Then it goes one step further by 


now. And use the advantage 


of refreshingly informed conversation to start 


promoting yourself. 
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| Hong Kong: (852) 573-7121 Malavsia: (60-3) 781-3011 Taiwan: (886-2) 371-0312 l 
Fax: (852) 834-529] Fax: (60-3) 781-1516 Fax: (886-2) 382-1270 
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Subscription Rates (one year and six months respectively): Australia A$430, A$240; Bangladesh US$300, USS165; Brunei B$325, BS180, China USS300, 
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2970; Taiwan NT$6300, NT$3465; Thailand B4200, B2310; Rest of Asia USS300, USS$165; Outside of Asia US$440, USS$240. (*Plus 3% Japan consumption tax.) 
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! siness pissed for sup ypliérs of auto- 
sbile parts, says that of the industry's 
. component suppliers, 60% have ex- 


isive supply relationships with the na- 


rs. The rest 
xnship with a few 


“seven automc 
joy some kind of1 


“local or foreign auto companies. Only 10 


small firms in the industry have gone un- 
der this vear, he says, the smallest percent- 
age among industry cooperatives. 

"The big companies can no longer take 
over their sub-contractors," says Ko, "only 
the new guys among us can do that.” Asa 
result, auto makers have formed these 
technology links with small business, and 
as the auto makers develop new models 
they are more willing to share their tech- 
nologies and lend management support. 

The Korea Federation of Small Business 
says similar ties are being forged across the 
industrial spectrum. There are 120 big com- 
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ote of confidence 


lalaysian stocks spring to life after budget 
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Michael Vatikiotis in Kuala Lumpur 
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7 or once the local punters and the for- 
4 eigners trading on the Kuala 
. Lumpur Stock Exchange (KLSE) seem 
agree. Malaysia's rosy economic outlook 
d slimmer pickings in other regional 
arkets have combined to boost the mar- 
ts composite index to record levels in 
zent days. 

A string of record indue volumes saw 
P KLSE's composite index break through 

e 650 level on 3 November, passing 
e previous record of 635 in May 1991 

id. reaching 660.35 on 5 November. The 
dex has fallen back on profit-taking 
ice then, closing at 645.32 on 10 No- 
mber. 

“Heavy trading volume has been fuelled 
"speculative local buying and intense 
'erseas interest. On 9 November 461 mil- 
n shares were traded with a total value 
nearly M$916.1 million (US$363 million) 
|a record for the Kuala Lumpur market. 
ain board volume in the first week of 
ovember totalled 1.509 billion shares val- 
d at M$3.41 billion, a daily average of 
11.8 million shares totalling M$748.2 mil- 
n. 
"The bull run was triggered by the 30 
ctober budget announcement that ap- 
red to signal a more restrictive fiscal 
jicy and therefore a curb on inflation. 
terest rates are expected to decline as a 
sult — possibly as much as 1 percentage 
yint from the current 9% level. In short, 
he economic scenario is very supportive 
a strong market," says Nick Ashby of 
rosby Research in Kuala Lumpur. 

-Much of the trading has been specula- 
ve, "with domestic punters focusing on lo- 














cal favourites including Renong, Multi- 
purpose Holdings (MPH), Ekran and Idris 
Hydraulic. MPH was one of the most popu- 
lar counters with 66.86 million shares 
traded on one day alone (9 November). 
The heavy demand has forced some local 
firms to hire extra help to cope with the 
frenzied trading. 

Foreign buyers also have joined the 
fray. Brokers cite concerns about Singa- 
pore’s economic growth and fears that the 
Hongkong market's buoyancy is driving 
stock prices too high. 


KLSE Composite 
Index 1992 
(Right scale) 


Turnover 
MS billions 
(Left scale) 


Most important of all, they say, is 
Malaysia's favourable economic outlook in 
the medium- to long-term. On the strength 
of this, says one foreign broker, the KLSE is 
expected to have a very good year — last- 
ing beyond the customary year-end rally 
followed by Chinese New Year. "There is 
nothing really holding back the index 
from reaching 700," says a foreign broker 






































































sanies that have been selected by the g 
ernment to forge "model" technical ties 
with 6,000 small suppliers. - - 
But this programme must be measured 
against the fact that out of 68,000 small 
manufacturers, 70% supply big business. 
Small businessmen complain that govern- 
ment aid is designed to enhance the ex- 
port-competitiveness of chaebol products. 
Moon Suk Min of the printers’ coopera- 
tive claims that its 2,000 members are 
icd example of government support f 
the smallest of small enterprises, and 
can't see any visible results." The mem 
of his cooperative employ fewer than 1 
people on average and they have yet to - 
break into the export market. * 





in Kuala Lumpur. He predicts per-share- 
earnings growth over the coming year - 
of 14% to 15%. "Adjust this for the pro- 
jected 4% inflation next year, and you. | 
have a real earnings per share of around . 
10%, which a lot of regional markets 
can't provide,” he says. Currently the _ 
average price-earnings ratio is around 175 
times. s 
The only real downside to this rosy pic 
ture, brokers say, is if inflation should- 
creep up in the course of the year. Some. 
analysts say that despite all the appear- 
ances, the budget was not sufficiently re- 
strictive. September's consumer price index 
recorded an above-average 5.3% annual 
rate. n 
There was also little evidence of a move. __ 
to stem excess liquidity, which, together . 
with the steadily appreciating ringgit, | 
could fuel inflation and keep interest rates. 
high. Some analysts speculate that Bank _ 
Negara, the central bank, may move to in- 
troduce tighter fiscal measures in the near 
future. One possibility is a withholding tax 
on deposits held by foreigners. Even so, - 
analysts expect the ringgit to continue to. 
rise to 2.4 to the dollar, from the current. 
2.52 level. ; 

One concern is that heavy foreign. in- 
terest in the market could see the statutory 
30% limit of foreign ownership being 
attained on popular counters — par 
ticularly industrials. Market sources sa’ 

ypular Proton stock is alrea 

running at 25-26% foreign ownership. | 
one foreign broker believes that 
number of shares listed by companies 
such as Tenaga Nasional Berhad and 
Telekom — both popular with offshore in 
stitutional investors — is high enough t 
absorb foreign buyers for the foreseeabl 
future. | 

Shorter term, there is some concern. tha 
the weight of speculative buying is. gener- 
ating a lot of froth in the market. "This 
not quality volume," says a broker, p 
ing out that a more sober approac 
reduce volume but not affect the m 
strong fundamentals. 
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Thai group plans 
. China plantation 


| By Ca Carl Goldstein in Hongkong 


t was smiles all round at the 5 Novem- 
ber ceremony in Canton as executives 

i from Thai group Soon Hua Seng 

- signed a contract to develop a tree planta- 

tion and pulp mill in Guangdong province 

^ ina project valued by the company at US$1 
<. billion. 

<=. Soon Hua Seng says the first phase of 
-the project will entail the planting of more 
than 320 square kilometres of scrub land 
- near the city of Shanwei with eucalyptus 
and acacia mangium trees. The five-year 
phase, which is to begin next year, will re- 
quire a US$180 million investment, which 
the agribusiness group says will cover the 
cost of a 50-year lease from the city. 

By the time the first phase is completed, 
the earliest plantings will be nearing 
harvestable size. At that point, Soon Hua 
Seng plans to spend US$620 million to 
build first a 120,000 tonne-a-year wood- 
chip mill and then a pulp and paper plant 
with an annual capacity of 150,000 tonnes 
of pulp and 120,000 tonnes of paper. Pulp 
and paper production is to begin by 2002. 

The first phase alone will make Soon 
Hua Seng’s project the second-largest 
investment in China by a Thai company 
after agribusiness group Charoen Pok- 
phand. Charoen Pokphand, which is in- 
. volved in a wide range of activities from 
- grain milling to chicken raising to motor- 
cycle manufacturing and property deve- 
lopment, has invested more than US$1 bil- 
. lion in China. 

- .. There is no question that there will be a 
strong market for pulp and paper products 
t China. Imports of these items doubled 
1 1991 from a year earlier, reflecting the 
untry's rapid economic growth. 
Annual consumption of paper and 
board in China stood last year at 14 kilo- 
. grammes per head, according to interna- 
-tional paper-industry journal pri. Put that 
~ number against the 300 kilogrammes used 
by the average person each year in the de- 
veloped world, and it is clear why Soon 
Hua Seng is keen on the project. 

Less clear is how much benefit the 
- project will bring China. The environmen- 
..tal impact of eucalyptus plantations has 
- become a controversial subject in many 
Countries. Critics say the trees contribute to 
erosion and soil-nutrient depletion, among 










































‘Note rough information is 
to determine what the impact in Sha: 





would be. The trees are to be planted on. 


mostly hilly land, and Soon Hua Seng says 
it has yet to decide which of the more than 
600 eucalyptus species will be selected. 

The project will be the first large-scale 
tree farm in China, though eucalyptus 
trees, which were first introduced to the 
country more than 100 vears ago, have 
been used for many years as wind barriers 
in the arid northwest. — 

The Soon Hua Seng project will be a 


homecoming of a sort. The father of group | 


president Kitti Dumnerchanwanit emi- | ( lump? Nobody seems to have told 


grated to Thailand from the Guangdong 
city of Shantou early in the century. The 
group, which is wholly owned by the Kitti 
family, began as a small rice mill in Thai- 
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land's Chachoengsao province 40 years | 


ago. In 1991, pre-tax profit fell 69% from a. | 


year earlier to Baht 16 million (US$629,000). 
Revenue rose 27% to Baht 17.6 billion. 

The slender profit figure raises the ques- 
tion of how Soon Hua Seng will fund the 
project, even considering Kitti's close rela- 
tions with Bangkok Bank (the chairman of 
the bank is also the chairman of Soon Hua 
Seng’s board). The group is heavily 
leveraged, with a debt-equity ratio of more 
than 18. 

Soon Hua Seng is Thailand's biggest 
tapioca exporter, and one of the largest rice 
exporters. In recent years, tree farms, which 
are supposed to be tied into pulp and pa- 
per mills, have become a major focus of 
expansion for the group. n 
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In sickly Japan, 


| game maker thrives 


By Bob Johnstone in Tokyo 


pan's computer-games makers. WE 

most Japanese companies are stari 
at falling profits, firms such as Ninten 
and Sega Enterprises expect to post recc 
results next March. 

The companies that produce softw 
for the games are enjoying a boom, too. 

Few, though, have been as spectacu 
as Tokyo-based Enix Corp., whose por 
lar Dragon Quest adventure went on si 
at the end of September. The US$80 gal 
has already sold almost 2 million copies 
a staggering 1.3 million of them on the fi 
day, according to Enix. Customers at à 
Tokyo discount store formed a queue 
kilometres long, the business daily Nih 
Keizai Shimbun reported. 

This stellar performance has made E: 
the fastest-growing company by sal 
among Japan's 277 over-the-counter stoc 
according to a recent Nihon Keizai Shimb: 
survey. "Whereas business software me 















































































been adele b lavas’ s] eco- 
c slowdown, game-software compa- 
5 have not," adds Paul Heaton, an ana- 
t at Smith New Court. 
According to Quick, a financial data- 
se run by Nihon Keizai Shimbun, Enix's 
es for the year to next March are fore- 
i to be around Y22.6 billion (US$185 mil- 
4) — a rise of more than 160% for the 
H Net profit i is tipped to rise by around 
% to Y22 billion. (Enix’s interim results, 
e > for release. on 17 November, are ex- 
ed to : sh ) a 2575. j jump in six-month 















‘Since it first od in 1986, Dragon 
¿est has been phenomenally successful. 
tier versions — the latest one is No. 5 — 
ve sold 10 million copies. Among games 
Ktten for Nintendo machines, it comes 
ond only to Nintendo's own Super 
ario Brothers. 

Dragon Quest is aimed at children aged 
14. Players are invited to identify with 
e of the characters in a tale of fantasy 
a challenge. Such role-playing games are 
e in Japan, accounting for more than 
if of all games sold. 

Enix’s secret, says company spokesman 
igeki Maruyama, is its use of top-class 
sative talent. The key members of the 
am that created Dragon Quest — 
iptwriter Yuji Horii, composer Koichi 
giyama and illustrator Akira Toriyama 
are all well known for their work. 
Other leading game-software compa- 
es such as Hudson and Konami use in- 
use writers. Enix, by contrast, functions 
ore like a film producer, farming out 
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projects to freelancers. It employs no pro- | 


grammers among its staff of 120; low over- 
heads, as Maruyama points out, reduce 
risk in an unpredictable market. 

The first four versions of Dragon Quest 
were written for the Nintendo Famicon 
(known outside Japan as the Nintendo En- 
tertainment System). Version 5 is designed 
to run on the more powerful Super 
Famicon, making use of the fact that it has 
three times as much memory. 

Because of the new version's sophisti- 
cation, it took three years to develop, even 
with a team of 50 people working on the 
program. Enix's sales slumped while the 
project was under way. ` 





To tide it through lean spells, the com- | 


pany relies on revenue from Dragon Quest | 
spin-offs, such as comic books and novelty : 
items. Compact-disc recordings of orches- | 


tral versions of Dragon Quest theme tunes 
have also sold well. So much so, in fact, 
that last year the company's publishing 
activities accounted for more of its sales 
than software — 43% vs 33%. 

Efforts to duplicate Dragon Quest's tre- 
mendous popularity outside Japan have 
been less successful. In the US, where the 
game is marketed as Dragon Warrior, sales 
of versions 1 to 3 have amounted to just 
220,000 copies. 

One reason may be that the role-play 
progresses largely via dialogue boxes that 
pop up on the screen, requiring the players 
to answer questions before moving on. 
This style of game is not popular in the US, 
where action games like Street Fighter still 


rule the roost. E 
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Banks for all buyers 


Indonesia opens up important stock sector 


By Suhaini Aznam i in a cere 


akarta's stock exchange, which has 
been in the doldrums for months, 
perked up considerably following a 
government announcement on 30 October 
that foreign investors may now hold up to 
49% of the shares in Indonesian banks. For- 
 eign securities analysts welcomed the 
. opening of the banking sector. "It has defi- 
nitely enhanced the market, given it a bit 
of impetus and sends the right signals" to 
investors, one broker says. 
- Average daily turnover on the Jakarta 
Stock Exchange jumped to Rps 52 billion 
.-.(U5$25 million) in the week ending 10 No- 
 vember, compared with Rps 15 billion in 
the week ending 27 October. The Jakarta 
Composite Index closed at 301.65 on 10 
November, down 6.6 points on a fortnight 
earlier. 

Under the banking law, passed last Feb- 
ruary but put into effect at the end of Octo- 
ber, state banks may list up to 49% of their 
paid-up capital. Foreigners may then buy 





up to 49% of the shares. For the nine banks 
already quoted on the stockmarket, for- 
eigners can now acquire up to 49% of their 
equity, too. 

Some of the early trading could have 
come from foreigners who held shares in 
the nine banks through local nominees. 
With the new regulation, these sharehold- 
ers could be coming out into the open to 
hold stock in their own names. 

Ot Indonesia's nine listed banks, only 
two are regarded by foreign brokers as 
prime targets for overseas investors, Bank 
Bali and Bank International Indonesia. Both 
are profitable. Bank Bali's shares closed at 
Rps 3,525 on 10 November, Rps 375 above 
their level on 29 October. Bank Interna- 
tional Indonesia's shares rose Rps 375 in 
the same period to Rps 3,375. 

The other listed banks either have too 
few floating shares or are less well run. 
One further attraction of Bank Bali and 
Bank International is that young members 
of the families with controlling interests are 
thought to be ready to divest some shares. 


"Openmg upa : 

this « way had been anticipated Hor the p 
two years. One of the reasons for the de 
is thought to be that banks had borne > 
brunt of the government's monet 
squeeze for most of that time. The decis: 
to lift ownership restrictions appears to 
a sign of official confidence in the secto 

Foreign securities analysts are uns: 
whether the price of bank shares will 1 
significantly over the next few mont 
Lending rates are expected to drop 
about 18% in 1993, from a high of 24% § 
year. Deposit rates are also likely to slip 
14% next year from the present 15-16%. l 


interest rates will remain high by regio 


standards, and this is likely to continue 
act as a dampener on loan demand. 

"We don't think there's a great hu 
[to buy bank stocks], but nor should p 
ple stay away," he says. The average pri 
earnings ratio of bank stocks was estima: 
at 12.6 for 1992, compared with an aver 
of 15.8 for the market as a whole. 

At present, bank stocks comprise 1 
of the total market capitalisation of Rps 2 
trillion, so more active interest by forei 
investors in the sector should aid liquid 
to the market as a whole, analysts say. 

But for the moment, buying interest ] 
not spilled over into the rest of the mark 
The announcement about the banks “1 
not triggered a buying spree in otl 
counters," a broker says. 


s oe manager set, David Morgan, says Oe rta 
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»Z Grindlays pays up 


Z Grindlays Bank, bowing 
à central-bank request, 
weed on 4 November to pay 
5.1 billion (US$196 million) 
"he National Housing Bank 
1B) to cover disputed 
msactions involved in the 
imbay securities scandal. 

3, a central-bank subsidiary, 

agreed to return the funds 
ANZ if an arbitration panel 
is in its favour. 


sco delays issue 


a Iron & Steel Co. (Tisco), 
ia's largest private steel 
ker, postponed a USS$100 
lion Euromarket issue until 
xt year. The delay came 
'r Tisco's net profits for the 
months to September 
imped 50% from a year 
lier to Rs 502 million 
3$90 million). 





3s^5^nana0 of 





oil found in Burma. 


URMA 
| companies quit 


tro-Canada said on 2 
vember it will end its oil 
ploration in Burma after a 
isappointing" three-year 
irch. The company is one of 
foreign oil firms that signed 
ree-year exploration contracts 
1989-90. Australia's Broken 
ll Proprietary has already 
led out, and more 

mpanies are expected to 
low as their licences expire. 
me has discovered oil, 
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though Britain's Shell found 
gas earlier this year. 


Japanese hotel 


Mimatsu Construction Group 
of Japan has started building 
the US$60 million Yangon 
International Hotel in west 
Rangoon. The four-star hotel, 
to be operated by Mimatsu, 
will have 603 rooms when its 
final phase is completed in 
1999, 


Thai bank to open 


Thailand's Krung Thai Bank 
has received permission to 
open a branch in Rangoon 
next year, the first such 
approval since all banks were 
nationalised in the mid-1960s. 


CHINA 

Shenzhen flight 

A Boeing 747 freighter owned 
by Cargolux Airlines of 
Luxembourg on 8 November 
made the first international 
flight to the new airport at 
Shenzhen, southern China. 
Cargolux may follow the trial 
flight with twice-weekly 
services, starting next year. 
The airport at Shenzhen, a 
special economic zone 
adjoining Hongkong, opened 
in late 1991. 





HONGKONG 
Monetary head 


Joseph Yam was named chief 
executive of the future 
Hongkong Monetary 
Authority. Subject to 
legislative approval, the 
authority is expected to be set 
up early next year. Yam will 
oversee both the Exchange 
Fund, which he currently 
heads, and the Banking 
Commissioner's office. 


Terminal 9 awarded 


A fiercely contested licence to 
build and operate Terminal 9, 
the latest addition to the Kwai 
Chung container port, was 
awarded jointly to two of the 


three bidders. The government 


decision means that all of the 
port's existing operators — 





Hongkong's port squabble ends. 


Modern Terminals, Hongkong 
International Terminals and 
Sea-Land — will have a share 
of the four new berths. A 
consortium led by Taiwan's 
Evergreen group was the 
losing bidder (see FOCUS, page 
48). 


TAIWAN 
ICI opens plant 


Britain's ICI Group opened a 
US$250 million chemical plant 


in Taovuan, northwest Taiwan, 


on 9 November. The plant 
represents the largest foreign 
investment in Taiwan in five 
vears. It will produce 350,000 
tonnes of terephthalic acid 
annuallv for the local textile 
industry. Approved foreign 
investment in Taiwan 
amounted to US$1.1 billion in 


the first 10 months of this year, 


down 31% from a year earlier. 


PAKISTAN 
Nissan plant 


Nissan Motor of Japan said on 
9 November it will begin 
assembling cars in Pakistan 
from 1994 in partnership with 
Ghandhara Nissan, its local 
distributor. The project will 
start with 1,000 four-door 


Sunny cars; pick-up trucks will 


be added in 1995. Ghandar 


Nissan recently bought 56% of 


the National Motors plant 
from the government. Nissan 
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hopes to challenge the market 
position of Japan's Suzuki 
Motors, whose Pak Suzuki 
joint venture supplied 48,000 
of the 68,000 vehicles sold in 
Pakistan last year. 


PHILIPPINES 
Bases chief named 


Banker Arsenio Bartolome was 
appointed chairman of the 
Bases Conversion 
Development Authority 
(BCDA) on 6 November by 
President Fidel Ramos. The 
authority will oversee 
conversion of former US 
military bases to civilian use, 
including the Subic Bay naval 
depot that has been mooted as 
a future economic zone. 
However, Ramos did not 
clarify the BCDA's relationship 
with the Subic Bay 
Metropolitan Authority, run 
by Olongapo Mayor Richard 
Gordon. 





MALAYSIA 
Bank Bumiputra drop 


State-owned Bank Bumiputra 
reported a sharp drop in net 
profits for the year ended 31 
March. Group net earnings fell 
69% from a year earlier to 
MS26.6 million (US$10.6 
million). The delayed 
announcement followed a 
management shake-up in 
which the bank's executive 
chairman and executive 
director were replaced. 
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tilities are normally ballast in the 

stock portfolio; laggards in the 

bull runs and havens in the 

slumps. Not so Korea Electric 
Power Corp. (Kepco) of late. The South 
Korean state-owned power provider has 
seen its stock jump 120% since August as 
local investors cheerfully anticipate a flood 
of foreign money into the share. 

As part of Seoul's gradual stockmarket 
liberalisation, 8% of Kepco stock will be 
opened to foreigners from late November 
(the date has yet to be announced). As it is 
the largest company on the bourse, ac- 
counting for 12.5% of market capitalisation, 
à burst of overseas "buy" orders is virtu- 
ally guaranteed, whatever the price. 

"It's a no-brainer, like PLDT,” says a for- 
eign broker who sees Kepco as the sort of 
acquisition that needs no second thought. 
At this point, however, Shroff injects a note 
of caution. 

It is, of course, tempting to see Kepco as 
a surrogate for the market, as Philippine 
Long Distance Telephone is seen in Ma- 
nila. Seoul stocks as a whole have risen 
30% from their low of 483 on 24 August. 
This is partly because of a five-percentage- 
point cut in local interest rates, but also due 
to activity connected with Kepco. 

And on the surface, the power utility is 
an attractive investment. Brokers say it is 
trading on a price-earnings ratio of 11, 
which is expected to ease to roughly 7 by 
the end of 1994. Dividends are likely to 
hold up, too. 

So what's the worry? First, Shroff thinks 
that any share which has leapt 120% in two 
and a half months is more likely to go 
down than up, at least in the short-term. 
Second, and more important, Kepco may 
soon change its tax depreciation policy 
from the straight-line to the declining-bal- 
ance method. The aim would be to write 
down more swiftly Kepco's expected Won 
25 trillion (US$32 billion) investment in 
new plant over the next five years. Re- 
ported earnings could drop by a third or 
more as a result. 

In addition, South Korea's government- 
set power rates are subject to political pres- 
sures. The government has cut tariffs once 
before to dampen inflation, and may do so 
again in 1993 once this year's wage gains 
and money-supply growth have taken 
their toll. On the plus side, however, an- 
nual growth of 10% in demand for electric- 
ity will compel the government to let 
power rates rise in the longer run — if for 
no other reason than to encourage energy 
conservation. 


Power surge 


Moreover, Kepco is keen to wriggle out 
of an arrangement by which it must buy 
90% of its generating equipment from Ko- 
rea Heavy Industries Corp. (KHIC) at 20- 
40% above international prices. The 
chances are that this will end after Kepco 
finishes a review next year of conditions 
for letting private power producers into the 
market (no foreign suppliers are likely to 
take the bait if they must submit to KHIC’s 
near-monopoly). 

In addition, the arrival of private power 
production might help, rather than hurt, 
Kepco's business because it will ease the 
pressure for rapid but costly expansion. 
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(segete t qe oto iet 
Is Sia Song crazy? That's what Bangkok in- 
vestors are asking after it was revealed that 
stockmarket player Song Vatcharasriroj, 
nicknamed Sia Song, had taken a stake of 
at least 11.7%, in the quasi-government 
Mutual Fund Co. 

Song had already put the management 
of Bangkok Bank of Commerce (BBC) on 
the defensive in mid-October when it was 
found that he and his associates had 
grabbed at least 17% of the bank. Messing 
about with independent listed companies 
is one thing, says Mark Greenwood of First 
Asia Securities. But stirring up two institu- 
tions regulated by the Finance Ministry 
and the central bank is asking for trouble 
from the authorities. 

To underline the point, the finance 
minister, the central-bank governor, the 
stockmarket president and the Securities 
and Exchange Commission secretary-gen- 
eral met on 10 November to discuss the 
situation. While the meeting was going on, 
all three parties in the eye of the storm — 
Sia Song, BBC president Krirkkiat 
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Jalichandra, and Mutual Fund manag 
director Udom Vichayabhai spoke 
Shroff. All three declared that there was 
problem. 

Song says he has never been interes 
in taking over any listed company. But 
does believe many companies, especié 
Mutual Fund Co. and BBC, are inefficier 
managed, and that they could benefit fr« 
his advice. 

"| have never thought about a takeov 
I just want to give good advice to the co 
pany so they can earn more. I can he 
them make more money," he says. 

Song denies being a greenmailer — 
allegation currently under investigation 
the authorities. He did say, however, t] 
he reluctantly discussed selling his sha 
in BBC back to the bank when Krirkkiat 
sisted on it. But the two could not come 
an agreement on the price. 

Never mind, he adds. "1 told Krirkk 
not to worry. I do not want to take over # 
bank. I offered the management r 
proxy." Krirkkiat sees it differently. ] 
says the bank never discussed buyi 
Song's shares, and even if there had be 
an offer from Song to sell, it would new 
have given in to greenmail. 

Nevertheless, it is clear that Song's . 
cumulation of a big position had made t 
management nervous. Brokers say that 
ter the news of Song's move into B 
shares, the bank's core shareholde 
bought heavily in the market. Krirkk 
now says, "I am very confident that I s 
have the trust of the majority of shareho! 
ers to be the president." 

The Mutual Fund's Udom says t 
three core shareholders, all governme 
institutions, hold a solid 52% of the cos 
pany and will not sell. The Mutual Fui 
Co. detected that in September Song ca 
trolled at least 11.7% of the shares. By N 
vember, however, it was Song's brokerag 
which owned nearly 13%. Whatever t 
case, Udom says, his company is n 
threatened by the stake. 

The end of the matter? Shroff suspe 
there is still more to come in the stockme 
ket. The share price of Mutual Fund Co. 
looking precarious, while BBC's price h 
plummeted from its peak of Baht ° 
(US$2.75) on 6 November. At this price, 
5% stake in BBC crossed in the market, pe 
haps in an attempt to boost the amount a 
investor could buy on margin. BBC close 
at Baht 56.50 on 10 November. 

Song denies it was his 5%. But som 
body seems bound to have been hurt fro 
the fall. m Paul Handk 
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as not sufficiently reassuring and 








exchange rates in the EMS can be: main- 
“tained. 

. Solid growth in Western died à 

" better grasp of how international policy 
coordination functions and the general 
_ will to achieve low inflation and sustain- 
able public-sector deficits turned the 
EMS into a system of quasi-fixed 
exchange rates, which it remained for 
five and a half years. And this was not 
questioned even after the severe 
strains of German unification became 
_ apparent. 

| Fundamental problems 


p UT he not ion that exchange rates were 
d xed was swept aside when the UK and 
“Italy temporarily withdrew from the 
exchange-rate mechanism (ERM). After 
having ignored the possibility of a re- 
alignment for too long, market par- 
ticipants tended for a time to overreact 
through large-scale selling of even fun- 
damentally sound currencies, most no- 
tably the French franc. 

Although the interest differential 
© between the franc and the D-mark has 
- been substantially reduced, the French 
government has repeatedly complained 
about Germany’ s high interest rates, es- 
pecially in. view of its own intolerably 
high unemployment level. This prompted 
doubts about France’s determination to 
live with German rates. 


Generally speaking, if market press- 
ure focuses on the currency of a funda- — 
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doubts remain as to whether fixed 


“A two-speed monetary union 







political core." 


mentally strong economy, the central 


bank should not hesitate to raise interest 


rates and intervene. Market pressure will 
ease fairly soon, allowing short-term 


rates to decline again. Defending parity 


- for atime is ultimately less 


expensive than the loss 
of anti-inflationary credi- 
bility through devaluation. 
Yet if a country has 
serious economic prob- 
lems, as for example Italy 
does, clinging to fixed 
exchange rates is point- 
less. In the long run, 
an overvalued currency 
could only be propped up 
by high, or even rising, in- 
terest rates, which under- 
mine fiscal consolidation 
and stifle growth. Under 
these circumstances, re- 
gaining domestic stability 
has to take priority over 
exchange-rate stability. During the 
adjustment phase, a more flexible 
exchange-rate regime is needed. 
Obvious cases like France and Italy 
are easy to assess; that of the UK is not so 
clear-cut. With the economy in a severe 
recession, sterling's relatively high rate 
became hard to defend, and even its 
broad ERM band was not wide enough to 
allow interest rates to fall sufficiently. 
Finally, confidence was undermined by 
the reluctance to raise interest rates as 


sterling came under speculative pressure. 


Interest differentials* and exchan 





* 3-month funds. 


COMMERZBANK 


The UK can now give priority to over- 
coming recession. While it need not rush 
to rejoin the ERM, such a move would 
be prudent as soon as an economic up- 
swing emerges. Ideally, its monetary. 
policy would then be placed in the hands. 
of an independent Bank of England, with 
a firm commitment to stability, and ster- ` 
ling would have a narrower range. This . 
would restore the credibility of the UK's 
anti-inflationary policy stance. 
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Despite. the damage inflicted, th 
EMS is by no means dead. A core group 
of countries will always be willing to - 
coordinate their monetary policies. What 
is more, if the Maastricht treaty is finally 
ratified, the EMS will be more necessary 
than ever. Recent events might seem to 
indicate that in monetary affairs a two- 
speed Europe is needed. Yet this view 
fails to recognise that monetary union is 
ultimately meant as a surrogate for pol- 
itical integration which is intended. fo ^ 
embrace the whole EC. z 
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Has the balance of 
power in Asia shifted? 


| 
apan has challenged US dominance in Asia where both govern- | 


ments and individuals are looking to Tokyo for a lead. But, despite | J 

their growing economic might, the Japanese seem reluctant to 
play this role. The rest of Asia remains unsure what Japan’s ultimate 
intentions are. | 







Now comes a book which examines these important questions, as 
seen primarily from the viewpoint of Japan’s neighbours. Compiled by 
correspondents of the Far Eastern Economic Review, Asia’s most re- 
spected magazine, “Japan in Asia” reveals what other Asians think of 
Japan. 


Send now for this unique and fascinating study of the most 
significant Asian power-shift in decades. Essential reading for 
business people and, indeed, anybody with an interest in the 
region. 
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Unique Business Opportunity 
French bank in Paris which owns 
luxurious hotels: French Riviera, 
Paris etc... Invites private investors 
to share in future profits. Meetings 
will be held in several Asian coun- 
tries m December. 

Tel: 33/1. 47. 66. 75, 23 ~ Fax: 31, 47. 66. 
78. IS FRANCE or Tel: 813, 393. 99, 90 
~ Fax: 1/813..593; 99. 9T (USA) 


- DEGREE COURSES 
ka a Master's degree in Business Admin- 
ration (MBA) entirely at home anywhere in 
& world. Also Bachelor's, Masters and 
óctorate programmes in Computer Sel- 
once, Economies, Education, Engineering, 
“sternational Law, Languages, Sciences, etc. 
Gnightsbridge University, Dept. FERS, 
Btefansgade 18, 2200 Copenhagen, 
henmark. Tel/fax: +45 31 81 58 14 
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Introducing Jetfax 


Plain Paper Faxes on Your Laser Printer 
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External Device = Simple Installation | A 


For more Information, and Dealer enquiries: b. 
COST Telesis investment Limited "V: d 
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mation, you invariably want it fast 
BEHIND and accurate. The Review Index 
PR enables rapid access to the most 


THAT . OUP respected Asia-Pacific information 


" NEMUS source: The Far Eastern Economic 
ATTEMPT Review. Everything published 


| GAA VA og EMMAA duin the preceding quarter, by 
L ASÍ Y EAR: country, subject and date is 
detailed in the Review Index. 


T his essential research tool is also available as a cumulative annual 
edition. End hours of needless searching. Sub- 
.Scribe now and receive your Review Index four 
times per year, including the cumulative annual at 

--US$59 per annum, or the cumulative annual alone 
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FACULTY RECRUITMENT FOR VIETNAM 
SWISS AIT MANAGEMENT PROGRAM VIETNAM 


The teaching and working language is English, 











classified ad, fax: 
Hong Kong (852) 
8346051 or call: 


4192 


"The Swiss Development Cooperation (SDC) will in cooperation with the Asian Institute of Technol. - 
ogy (AIT! start in January 1993 a Management Development Program in Vietnam, The objectives 
of this program are: 1) To train junior university teachers holding a degree in Economics or En: 
gineering in a one year Jong academic (three terms) certificate courses in Business Management, 
21 To cooperate with important Vietnamese universities in developing their undergraduate: and 
graduate curricula in Business Management. 3) To run short term courses and seminars for 
industry managers. 4) To provide consultancy services and applied research for improving 


The location of the program will be on campus of the Polytechnic University in Ho Chi Minh City, 
Faculty members are hired through AIT and are seconded through the School of Management, 


Two Visiting Teaching Positions during the years 1993 to 1995, for at least one term (3-4 months) 
courses. among which: Finance and Accounting. Production Management, Project Management, 
Quality Management and Technology Management related courses, Preference wili be given to 
candidates who are available for a full two year period. 


The Program will start in January 1993 with preparatory courses tn English and Computer Ap- 
plications. The Management Development Program will offer Management courses during three 
terms including two weeks course preparation and two weeks of examination: 


ist tera April 15 to duly 31, 1993 
2nd term September 3 to December 15. 1993 
ard term January 5 to April 15, 1994 


The visiting faculty will teach one or more course subjects, cooperate in the preparation and exe- 
. cution of short seminars and workshops for industry managers and be engaged in research and 


s Required are: - International standard Doctorate in Business Administratton 
- Teaching/training experience inthe fields identified 


already employed in a teaching or training position 


Conditions: - Yearly salary income tax free} according to AIT standards USD 25,000 to 45,000 E ; : 
depending on experience. <o.. OF aa 
- Travel expenses to Bangkok and: Vietnam and local job related travel expenses. p. 


Bn ‘ 


- Housing in Hao Chi Minh City. 


in order to facilitate program planning, applications should be submitted before 15 December, 
c William. Swierczek, Swiss AIT Management Development Hg ror es 
Schoo! of Management, Asian Institute of Technology, G.P.O. Box 2754, Bangkok 10501, 
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Ienobel record 


t’s a bit like waiting for Godot. Every 

October, Japanese journalists congre- 

gate outside the home of physicist 

Junichi Nishizawai. They hope he will 
win a Nobel prize and give them a juicy 
quote. But this year, once again, the word 
from Stockholm failed to come through, 
and the reporters went away, notebooks 
empty. 

For à country of such economic might, 
Japan has an abysmal record as a Nobel 
prizewinner. [In the past 20 years, it has 
won just three Nobel prizes for science (the 
US has won 77). 

The three most recent laureates are Leo 
Esaki (1973, physics), Kenichi Fukui (1981, 
chemistry) and Susumu Tonegawa (1987, 
physiology and medicine). Only two other 
Japanese scientists before them have won 
Nobels. 

The three most recent laureates are all 
pessimistic about Japan's prospects of win- 
ning many more prizes, at least in the near 


' future. Both Esaki and Fukui bemoan the 
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lack of freedom in contemporary Japanese 
laboratories, compared with conditions 
when they were doing their prize-winning 
research. 

Esaki won his prize for research on tun- 
nelling electrons in semiconductors, begun 
when he was chief scientist at Sony. In 
1956, when he joined the company, Sony 
was a small outfit with fewer than 500 
employees. 

How then did Esaki persuade the man- 
agement to let him work on arcane topics 
that were of no immediate commercial 
relevance? "By pretending that [it would 
be] very useful for the company," he says. 
Asked how he got away with it, he replies: 
"Sony was young then." 

Even so, Esaki left Japan in 1960 — soon 
after making his discovery — to move to 
the more congenial atmosphere of IBM's 
Thomas Watson laboratories in upstate 
New York, where he spent 32 years as a 
researcher. He returned to Japan this year 
to become president of Tsukuba Univer- 
sity. (Controversially, he is the first non- 
faculty member to occupy the post.) 

Fukui's Nobel marked his work at 
Kyoto University on reactions between hy- 
drocarbons. Kyoto is Alma Mater to Japan's 
two other science laureates, Hideki 
Yukawa (1949, physics) and Shin'ichiro 
Tomonaga (1965, physics). 

Fukui became a professor while still 
in his early 30s, which by common 
consent is when researchers are at their 
creative peak. At a Japanese university 
today, a researcher must wait until his 


late 40s before getting a professorship — 
and the freedom to pursue his own re- 
search topics. 

The most recent of the Nobel winners, 
Tonegawa, was rewarded for work on the 
human immune system in Switzerland and 
at the Massachusetts Institute of Techno- 
logy, where he is a professor. Asked in 
1987 whether he could have done his prize- 
winning work in Japan, Tonegawa replied 
"probably not." 

It is not that Japanese researchers are 
uncreative. Rather, the research climate at 
Japanese institutes and universities is not 
conducive to creative work. Tonegawa has 
distinct ideas about what needs to be done 
to promote basic science in Japan. He sug- 
gests three improvements: 
> Abolish hierarchies. A Japanese univer- 
sity laboratory is a pyramid at whose apex 
sits a professor. Under him are an assistant 





professor and two assistants who can't 
choose their own research projects until the 
professor retires. By contrast, a US labora- 
tory has a much more horizontal structure, 
typically consisting of a professor and sev- 
eral post-doctoral researchers in their late 
20s and early 30s. While Japanese universi- 
ties turn out roughly the same number of 
engineers as those in the US, they produce 
10 times fewer doctorates. 
> Stop inbreeding. Most Japanese profes- 
sors are graduates of their own depart- 
ments and, like their counterparts in Japa- 
nese industry, seldom change their affilia- 
tion. 

Such lack of mobility contrasts sharply 
with the US, where a professor will typi- 


“good ideas are often created by changin 
environments and by interacting wi 
other colleagues." 

P Change the rules of tenure. Positions 
Japanese universities last until retiremer 
There is no mechanism for getting rid 
researchers who do not perform satisfact 
rily. Tonegawa believes some competitiv 
ness is needed — especially for young; 
researchers — in order to motivate achiew 
ment. Among US academics, who strive 
get their research into print, the motto 
"publish or perish.” 

Tonegawa is by no means the first i 
suggest such reforms. Twenty years ag 
the British scientific weekly Nature pu! 
lished a special issue on Japanese scien« 
that made many of the same recommend. 
tions. 

A new survey entitled "Japan: Time f« 
a Change,” appeared in the 15 October i 
sue of the magazine. Noting that many « 
the original criticisms remain valid, Nati 
said things were moving in the right dire 
tion but the pace of change was "not near] 
as rapid as it could and should be." 

Why so slow? The core of the problen 
Tonegawa believes, is that "Japan has bee 
so successful in achieving prosperity i 
such a short time without a large-scale is 
vestment in basic science." Hence, Japanes 
in general and politicians in particular d 
not understand the economic importar 
of basic science. 

There is also the issue of moral dut* 
According to a recent report by the Cour 
cil for Science and Technology, a Japanes 
government body chaired by Prime Mini: 
ter Kiichi Miyazawa, Japan's contributio 
to the international body of scientifi 
knowledge ought to be proportional to if 
economic strength, 

The report concluded that “efforts mus 
be made to double government investmer 
in research and development as soon a 
possible.” But at a time when tax revenue 
are down, such an increase seems highl 
unlikely. 

And money is only part of the answei 
Even more important is education policy 
Japanese schools emphasise the acquisitioi 
of prescribed knowledge and stress har 
mony at the expense of creative thinkin; 
and individualism. 

If Japan is to produce more Nobel prize 
winners, young minds must be encourage 
to challenge conventional wisdom. Bu 
looking to officials in Japan's ultra-con 
servative Education Ministry to implemen 


cally hold positions at several universities.* such radical change is a bit like waiting fo 


before retiring. Tonegawa points out that 
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EDITORIAL 


Greenpeace overboard 


Mary has a ship made as many 

headlines às the Japanese 
freighter the Akatsuki Maru did when 
it left the French port of Cherbourg ear- 
lier this month. The reason is the cargo: 
1.5 tonnes of reprocessed plutonium. 
This shipment represents the first of 30 
tonnes that will be shipped from Eu- 
rope to Japan as part of a 20-year nu- 
clear-power programme designed to 
reduce the latter's dependence on for- 
eign energy. 

Leading the charge against the 
Akatsuki Maru has been the interna- 
tional environmental group Green- 
peace, which says the transport of plu- 
tonium poses unacceptable risks and is 
tracking the Akatsuki Maru with a ship 
of its own. But Greenpeace's has not 
been the only voice raised in objection. 
A number of countries have warned the 
ship to steer clear of their waters. Within 
the region, the REVIEW reported more 
than a month ago the specific objections 
of Malaysia and Indonesia, both of 
which are opposed to the ship's passing 
through the Malacca Straits, lately the 
scene of many collisions. 

Certainly there exist legitimate con- 
cerns about so large a shipment of so 
dangerous a cargo. But it's worth tak- 
ing a moment to sort out exactly what 
categories these objections fall into. 
There is, for example, concern about the 
reliability of sea transport. There are 
also worries about diverting the pluto- 
nium from energy to weapons produc- 
tion; even assuming Japan's peaceful 
intentions, a related worry is the ship's 
vulnerability to terrorist attack. All of 
these are fair and demand answers. But 
there is a third objection as well. This is 
the hostility to nuclear power itself, and, 
we suspect, the idea of development. 

This suspicion grows in direct pro- 
portion as we read of the efforts Japan 
has taken to meet concerns over safety 
and weapons proliferation. With respect 
to safety, the Akatsuki Maru has been 
specially outfitted for its nuclear cargo; 
even in the unlikely event of an acci- 
dent its double-hulled and double-bot- 
tomed structure should prevent the ship 
from sinking, and the casks holding the 
plutonium are designed to withstand 
both water pressure and fire. By all the 
evidence Japan has met or exceeded the 
required standards as set out by af- 
fected governments and the Interna- 
tional Atomic Energy Agency. 


N ot since the launch of the Queen 
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Where it gets a little sticky is in the 
area of nuclear weapons. Unlike ura- 
nium, plutonium does not need to be 
enriched before it can be made into a 
bomb. Understandably, this raises ques- 
tions about ultimate intentions, and if 
the Akatsuki Maru were bound for, say, 
North Korea instead of Japan we would 
look at the trip in a much different light. 
But the case against Japan is especially 
weak. Not only is public opinion dead 
set against nuclear arms — the Japan- 
ese, after all, are the only people to have 
had nuclear weapons dropped on them 
— government policy prohibits the im- 
port, manufacture, or possession of such 
weapons. 

More to the point, if it did seem 
likely that Tokyo was angling to start 
up a nuclear weapons programme, we 
are sure we should have heard some- 
thing from China and South Korea, not 
to mention the US. As for terrorist at- 
tack, the Akatsuki Maru's voyage is be- 
ing monitored by the US and it is ac- 
companied by a Japanese coast guard 
vessel. Although Greenpeace complains 
that this Japanese escort ship rammed 
their own the day after all three set out 
from Cherbourg, the world might right- 
fully be more inclined to worry about 
the increased risks of attack or violence 
posed by Greenpeace's unilateral deci- 
sion to track the Akatsuki Maru and 
thus make its route public. 

While it is certainly within the rights 
of Greenpeace or any other organisa- 
tion to argue their case against pluto- 
nium production, it does mean too that 
the real aim is not better safety proce- 
dures for the Akatsuki Maru. It's also 
true that there are always trade-offs to 
be made between development and 
risk. But the best evidence suggests that 
those who opt simply to close their mar- 
kets to newer technologies tend only to 
condemn themselves to the dirtier, less 
efficient industries of the past. It's not 
for us to say what is the best mix for 
Japan, which now depends on nuclear 
power for almost a third of its electric- 
ity. But we do believe that where trade- 
offs are involved, decisions are best 
made where these trade-offs are most 
visible. And that suggests that the duly 
constituted authorities in Tokyo are 
probably much better suited to answer- 
ing the question of nuclear power and 
assuming the responsibility for the con- 
sequences than the self-appointed 
guardians of Greenpeace. 
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Business as usual | 

With reference to the article entitled Na- 
tional gridlock [15 Oct.], we wish to clarify 
the statement that reads ". . . trading on the 
stock exchange virtually ceased as comput- 
ers screens went dead." 

The Kuala Lumpur Stock Exchange 
(KLSE) would like to point out that the 
major power failure that took place 
throughout Peninsular Malaysia at 3:16 
p.m. on 29 September did not affect the 

trading system at the KLSE itself as our 

computers are equipped with the Un- 
interruptible Power Supply (UPS) system. 
As such, there were no hitches to the com- 
puters and the SCORE trading system was 
operating as usual. 

However, the power failure affected 
several stockbroking companies since their 
computers did not have the UPS system. 

In addition, our trading records for that 
day show that, not withstanding the power 
failure, 13.761 million shares or 22% of the 
day's volume was done from 3:30 p.m. to 5 
p.m. If, as the article implies, trading virtu- 
ally ceased during the period, how could 
such a large amount of shares be traded? 

NIK MOHAMED DIN 


Kuala Lumpur KLSE Executive Chairman 
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It's not all bad 

In Passing the muck [rocus, 29 Oct.], Jona- 
than Karp, like many journalists, has let 
the bad drive out the good, and while he 
mentioned some positive points about how 
we protect the community and environ- 
ment in Hongkong, | was concerned that 
the overall picture was mot as positive as it 
should have been. 

Tackling pollution is a major priority for 
the Hongkong Government and we have a 
10-year action plan for this purpose. In this 
plan there are some 118 targets — 73 have 
been completed, 27 are on target, and only 
18 are behind schedule. As we are only in 
the third year of the plan, I believe this 
performance is commendable. 

Secondly, we have made substantial 
improvements in abating air pollution — 
not touched upon in Karp's article. Air pol- 
lution has been reduced dramatically fol- 
lowing legislation aimed at reducing the 
sulphur content in fuel oil, the start of man- 
datory sales of unleaded petrol at all filling 
stations from 1 April 1991, and the intro- 
duction of stringent emission standards for 
all imported vehicles since 1 January 1992. 

Noise pollution improvements have 
been achieved with the recent introduction 
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of controls on percussive piling and othe 
noisy construction activities. 

A waste disposal strategy based on th. 
provision of three very large landfills i 
the New Territories has been implemented 
Waste will be taken to these sites from 
new network of urban refuse transfer sta 
tions. This will allow urban landfills ane 
incinerators, which are environmentall: 
unsatisfactory, to be phased out. 

I was also disappointed with the inac 
curacy over our programme to abate wate 
pollution. Yes, we do have severe pollu 
tion in the harbour, and we recognise tha 
a lot needs to be done to solve the prob 
lem. But the high priority programme 
which Governor Chris Patten announce 
in his address on 7 October will achieve . 
significant improvement, particularly is 
the worst affected areas. We have not, æl 
the article suggested, passed on the bulk c 
the project to the post-1997 Chinese admirs 
istration, nor is the US$2.3 billion sewage 
strategy "dormant" as Karp said. 

Preliminary planning for all stages i 
under way, including the underwater pip 
that will not, as Karp said, “dump” th. 
waste, but transfer treated effluents into th« 
South China Sea. 

Most communities are faced with envi 
ronmental problems and Hongkong is n« 
exception. Unlike some communities we 
do have cost effective solutions. 

A. G. COOPE} 
Secretariat for Planning 


Hongkong Environment and Land 


Outdated ‘commie bashing’ : 

The EDITORIAL on the shooting down o 
KAL 007 in 1983, and the recent release c 
information on Soviet duplicity [12 Nov.] 
seems to be little more than an out-datec 
piece of ‘commie bashing.’ To establish ¿ 
causal link between a Soviet attack on @ 
civilian aircraft — which, agreed, is a hei 
nous crime — with the perils of globa 
communism “in its death throes” in jus 
two columns is tenuous at best. The EDITO 
RIAL writer is guilty of the same injustice 
that he accuses KAL 007 conspiracy theo 
rists of (quoting REVIEW transport corre 
spondent Michael Westlake); "taking 
‘wrongly based assumptions througl 
pseudological steps to arrive at technically 
absurd conclusions." Have Cold War ac 
cusations of ‘there is nothing worse than < 
Red’ been replaced by New World Ordei 
claims that ‘there is nothing, worse than é 
Red with his back to the wall?’ After all 
Moscow — and the remaining communis 
states — does not have a monopoly on the 
shooting down of civilian aircraft. 

Halifax, England PAUL MARTIN 
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Cathay Pacific puts business travellers in space. 
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Offering more space 
than ever, Cathay Pacific 
now introduces new Marco 
Polo Business Class seating 
with an extra two inches of 

legroom on all aircraft. And 
also on all 747s, you'll find a 
new, redesigned seat featuring 
a convenient swivel table and 
fully extendable legrest for long 


distance comfort. What's more, 
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we've dedicated the upper deck of 


Polo Business Class and made it 
smoke-free. Enhancing the space and 
comfort of our cabin is yet another way 
in which Cathay Pacific helps business 


travellers arrive in better shape. 


2 
A 
CATHAY PACIFIC 


Arrive in better shape. 


An 


IT TAKES EIGHT WEEKS TO MAKE AND IS GUARANTEED TO LAST A LIFETIME. 
HOW CAN YOU LOSE? 


PARKER DUOFOLD 








Dow Jones & Co. 


Editor: L Gordon Crovitz 
Deputy Editor: Nayan Chanda 


Regional Editor: Charles Smith: V. G. Kulkarni Deputy 
Gavin Greenwood, K. Nadarajah Assistants 


Business Editor: Nigel Holloway; Andrew Waller Deputy 
Clarry Hubbard Assistant 

Arts & Society Editor: Frank Ching: Don Conn Books Editor 
Senior Editors: John M. Leger, William McGurn 

Focus Editor: Michael Malik 

News Editor: Pau! Bayfield 

Chief Correspondent: Rodney | asker 

International Finance Editor: Anthony Rowley Tokyo 
Specialist Contributors: Bob Johnstone Technology 
Henny Sender Finance; Mark Clifford Industry 

Car! Goldstein Chinese Affairs; Michae! Westlake Transport 
N. Balakrishnan Singapore. Morgan Chua Cartoons 

Paul Mooney China Trade; Bertil Lintner Burma 

Tai Ming Cheung; Jonathan Karp 

Art Director: John Hull; Ricky Hui Deputy; Ringo Chung 
Ray Leung Assistants 

Production Editor: Pau! Lee; Henry Chiu Deputy: 
Winnie Law Assistant 


Librarian: Jan Bradley; Roger Tam Deputy 
Editorial Administrator: Lily Kar 


BUREAUX 

Bangkok: Pau! Handley 2511139 

Hanoi: Murray Hiebert 259621 

Islamabad: Salamat Ali 823349 

Jakarta: Suhaini Aznam, Adam Schwarz 3847874 

Kuala Lumpur: Michae! Vatikiotis, Doug Tsuruoka 2308331 
Manila: John McBeth, Rigoberto Tiglao 5221808/595077 
New Delhi: Hamish McDonald 4627764 

Peking: Lincoln Kaye 5321550/5321397 

Seoul: Shim Jae Hoon, Ed Paisley 732-7354 

Singapore: 2203720 

Taipei: Julian Baum 502-2359 

Tokyo: Robert Dells, Jonathan Friedland, Louise do Rosario 
3270 220 


= 


Washington: Susumu Awanohara 862-9286 


OTHER CORRESPONDENTS AND CONTRIBUTORS 
Brussels: Shada Islan London: James Bartholomew 
Calcutta: Jayanta Sarkar New York: Jonathan Burton 
Canberra: Jacqueline Rees Phnom Penh: Nate Thayer 
Colombo: Manik de Silva Rangoon: M. C. Tun 
Dhaka: S. Kamaluddin Sydney: Alan Deans 
Geneva: Frances Williams United Nations: Ted Morello 
Islamabad: Ahmed Rashid Vancouver: Ashley Ford 
Kathmandu: Kedar Man Singh Wellington: Colin James 


ADMINISTRATION 

Publisher: Thomas P. Eglinton 

General Manager: Mitchell A. Klai 
Company Secretary: K. 5. Tsang 
Advertising Director: Thomas J. Harter 
Marketing Services Manager: Sally Walker 
Circulation Manager: Agnes Ting 
Subscription Manager: Grace Wong 

MIS Manager: Vincent Hong 

Advertising Services Manager: Bea Cheang 


Published weekly, every Thursday, in Hor g«ong since 1946. All Rights 
Reserved. © Renew Publishing Company Limited. Hongkong, 1992 
A wholly-owned subsidiary of Dow Jones and Company Incorporated 


Offices: 181-185, Gloucester Road, Centre Point, Hongkong 

Postal address: GPO Box 160. Hongkong Cable: Editorial- REVIEW 

HONGKONG: F4 live Advertising & Accounts: REVIEWADS HONGKONG 
vialion REVIEWCIRI HONGKONG Telex: Fdo 75297 ECWEK HX 


Executive, Advertising & Accounts 62497 REVAD HX. Circulation 66452 
REVCD HX. Fax: Faiorial. 8345571. Executive & Accounts 8345987 
Advertising. 8348051; Circulation 5722436 Telephone: Editorial, 8328381 
Executive Advert Siig A; units A h Prod HON à jit ation 8328300 
Printed by Dai N ppon Printing Co. (HK) Lid. Tsuen Wan Industrial Cent 


2-5/F.. 220-248 Texaco Road, Tsuen Wan. N.T., Hongkong 

U.K.: Registered as a newspaper al the General Post Office. U.S.A.: The Fa 
Eastern Econom Review. (USPS 914-880) is published weexly, every 
Thursday, for US$149 00 per year by Review Publishing Company Limited 
U.S. Mailing Agent — Datamovers, Inc.. 36 W 36th St. New York N Y. 10018 
Second-class postage paid at New York, M Y | and additional mailing offici 
POSTMASTER: send address changes to Far Eastern Economic Review 
Datamovers, Inc., 36 W 36th St. New York, N.Y. 10018-8002 

Australia: Print Post Number PP 349181/00080 


Member of the Audit Bureau of Circulations, London No. 47 


26 NOVEMBER 1992 








Hoe Goun £ 


Swaying palms. Lush 
greenery. Carefully 
tended potted’ plants. 
Manicured gardens. 
Think of it as your 
own backyard. Except 
that there's no mowing 
to do. The Equatorial. 
À definite home advantage. 


hotel Cyuarorial 


— KUALA LUMPUR — 
Welcome home 


Jalan Sultan Ismail, 50250 Kuala Lumpur, Malaysia. Tel: 603-261-7777 
The: MA 30263. Fax: 603-261-9020 1 
j 





Hotel Equatorial International 
Singapore € Kuala Lumpur € Penang @ Guangzhou . Shanghai 





ee damaged the chances of D ier m 
: rany leader Kim Dae Wo in the: | 


ipea tenga (BN Ó 





Un IT United States : ‘Asia Policy - | 





conflicting views of players in the 
c. Japanese property market, and how the 
-imbalance between supply and demand 


3 might be worked out 55 
: : Couer eee by Steve Gardner. 
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^ Hongkong : China' s Offensive 

|. Chinese Vice-Premier Zhu mounts 

(o Peking's strongest attack on Governor 

|. Patten's democratic reform proposals as 
|... a section of Hongkong's business 

|| community comes out against the. 

| governor 10. 


Cambodia: Sanctions 








ae Any UN att empts to impose sanctions 
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hrottling Back 


final decision on whether or not 
"Malaysia will purchase up to two 
squadrons of MiG29M jet fighters 
from Russia is expected from the 
cabinet before the end of this month. 
_A recent flurry of activity between 
-Russia and Malaysia indicates the 
-deal is still being actively considered, 
though at a cheaper price and involving. 
-a less advanced model of aircraft, 
-defence sources say. The Defence 
Ministry position on alternative deals 
appears to be to wait and see whether 
. the MiG29s are APP and, if they 
are not, then to proceed d with other 
| prom | 
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-Diplomats see worrying signs for Asia 
20088 president-elect Clinton prepares to get 

the US moving again with the aid of a 

- Democrat-controlled Congress 16 


Philippines : Muffled Drums 

Concern over the country's future 
security grows as the US prepares to 
complete the withdrawal from its 
military bases 18 


Thailand : Amnesty : 

A constitutional tribunal upholds an 
amnesty granted to those responsible for 
the violent deaths of demonstrators in 
Bangkok last May 18 


Japan : Godfather's Excuse . | 
Disgraced. political godfather Kanemaru, 
under pressure to testify about illegal 
contributions, finds temporary sanctuary 
in hospital 20 


ideological Cleansing 


The Communist Party of the Philippines 
(CPP) is undergoing a "Stalinist purge," 
according to a letter written by a 
recently ousted member. The letter says 
the author, a CPP member for 20 years, 
was the victim of a "rectification 
campaign," adding that “whole units 
and even entire territorial organisations 
critical of the party leadership's 
positions" were on the verge of being 
disentranchised or dissolved. It is known 
that the CPP's leaders, whose New 
People's Army military wing has been 
waging an anti-government insurgency 
for 23 years, have been carrying out 
debates for the past few. years on 
fundamental questions involving 
ideology and future strategy. In the 
current intensified debate, according to 
the letter, senior members are being 
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dights meer eya in the laws on 
control of the press 20 





Indonesia : East Timor Anniversary | 

The first anniversary of a clash between 
troops and protesters passes without 
incident 22 


Malaysia : State Rights 

The agreement ensuring Sabah its 
special status within the Malaysian 
federation becomes a new source of 
friction between the opposition- 
controlled state and the federal 
government 23 


Foreign Relations : Russia-Asia 

Russian President Yeltsin's visit to South: 
Korea, and later to China, will begin to 
set right a foreign-policy imbalance 
created by Moscow’s excessively 
Atlantic-oriented stance following the 
collapse of the Soviet Union 24 


Defence : Russia Redeploys 

Although Moscow has pledged to 
reduce its military strength along its Far 
Eastern borders, Northeast Asian 
governments remain wary of their still 
powerful neighbour 26 


India-Pakistan : Mountain Warfare 

An eight-year campaign between Indian 
and Pakistani forces for control of the 
Siachen Glacier shows little sign of 
ending, despite its massive cost in men 
and money 28 


faulted for various revolutionary lapses 
— including “Gorbachovism.” 


Withdrawal Symptoms 


Japanese financial officials are concerned 
over a sharp rise in the rate of deposit 
withdrawals at some of the nation's 66 
secondary regional banks, formerly 
known as sogo, or general banks. Those 
with operations mainly in urban areas 
— particularly Tokyo and Osaka — are 
suffering most, with deposits falling by 
more than 10% so far this year. All 
Japanese banks are experiencing slower 
deposit growth as corporate liquidity 
declines. But the contraction at regional 
banks and at some credit unions and 
agricultural cooperatives suggests a 
flight of funds, spurred by the problems 
many smaller institutions are having in 
coping with non-performing property- 
related loans. Although no bank has so 
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far suffered a run, officials are on the 
alert. 


Ready to Blow 
A leading Philippine senator is 
-preparing to announce details of an 
-alleged P4 billion (US$162.4 million) 
-fraud involving bloated relief contracts 
in the wake of the June 1991 eruption of 
Mount Pinatubo, north of Manila. Sen. 
Ernesto Maceda is expected to accuse 
some 450 contractors and a number of 
politicians of making excessive profits 
from public funds released to help 
thousands of victims of the volcanic 
eruption. 


Self-Promotion 

‘Vietnamese Premier Vo Van Kiet was 
named in late October as the fourth 
E : ro of the = a 





extra taxes over four years out of foreign 


= companies in the US, but investors 
p -doubt he can do it 48 


» Australia : industry 
-United Biscuits of Britain 


acquires Australian snack-food 
firm as a beachhead to the Asian 
market 50 


Hongkong : Finance 


Japanese brokerages in the colony ar are - 
adopting a global outiook 52 
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_ Soeryadjaya family's control of car- 
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politburo. Kiet, a southern economic 
retormer who has led Vietnam's 
rapprochement with its non-communist 
neighbours, lobbied for the promotion 
after recent foreign press accounts 
reported that his political standing had 
slipped in recent months. The 
politburo's standing committee, which 
makes the country's most important 
decisions, now includes party chief Do 
Muoi, President Le Duc Anh, ideology 
chief Dao Duy Tung and Kiet. 


Officer Mess 

Since an Indian army court-martial in 
Kashmir last vear sentenced two army 
captains to 10 and 11 years "rigorous 
imprisonment" respectively for raping a 
Canadian tourist in Srinagar, New Delhi 
has frequently cited the case as evidence 


of its seriousness in punishing human- 


rights violations EUM the security forces. 
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But more than a vear after the court- 
martial, the verdict and sentences have 
not yet been confirmed by the Defence 
Ministry. Rather than serving "rigorous" 
prison terms, the two officers are 
understood to be living in relative 
comfort in the Srinagar army 
cantonment. And there is no sign of 
their disgrace being conveyed to the 1.3 
million-strong armed forces, let alone the 
Indian public. 


On a Plate 

Investment bankers in Hongkong have — 
informally received word that they need ..- 
not bother advising their clients to go 










the colony's government intends to 
offload shortly. OTB will go, they 
suggest, to a member of the Bank of 
China group — possibly the Nanyang 
Commercial Bank. 
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Patten comes under attack from all sides, as business leader Vincent Lo calls for appeasement of Peking. 


Embattled governor 


China steps up its rhetoric against Hongkong Governor Chris Patten, 
hinting that past accords with Britain may no longer be valid. The 
colony's conservative business elite also joins the fight. 


By Tai Ming Cheung in Hongkong 


n the increasingly ugly stand-off be- 
tween Britain and China over Hong- 
kong Governor Chris Patten's plans 
for greater democracy, Peking has be- 
gun to warn ominously that past agree- 
ments over the colony's return to Chinese 
sovereignty in 1997 may no longer be valid. 
Acutely sensitive to the potentially seri- 
ous ramifications this would have on 
Hongkong's economic viability, the colo- 
ny's conservative business elite has come 
out squarely behind China. The move ap- 
pears to be part of a broader effort by con- 
servative groups to counter not only Patten 
but the growing influence of the liberal es- 
tablishment in Hongkong politics. Liberal 
clout was clearly highlighted by the 11 
November vote of confidence in the Legis- 
lative Council (Legco) on the governor's 
reform proposals. 
During a visit to London on 16 Novem- 
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ber, Chinese Vice-Premier Zhu Rongji im- 
plicitly warned that Peking may not hon- 
our the 1984 Joint Declaration if Patten did 
not back off from his reform plans. In an 
indication that the Chinese leadership's 
mood may be turning more hostile, Zhu 
said “people cannot help but ask whether 
we still have to stick to the Joint Declara- 
tion between us, whether the important 
understanding and agreement that we 
have reached should go with the wind.” 

Analysts were unsure whether Zhu’s re- 
marks meant that China would turn its 
back on the Joint Declaration or that he was 
only accusing Britain of having done so. 
But Zhu pointed out that while China 
wanted “cooperation, not confrontation, no 
one should expect confrontation to force 
us into concessions from our stand on the 
matter of principle.” Undeterred by this 
criticism, the British Government reaf- 
firmed its support for the embattled Hong- 
kong governor. 


FAR EASTERN ECONOMIC REVIEW 


Even before Peking's latest outburst, the 
opposition to Patten’s reform plans in 
Hongkong began to take on a more organ: 
ised form when the Business and Profes- 
sionals Federation (BPF), which represents 
more than 130 of Hongkong's largest com- 
panies and professional and trade associa- 
lions, declared it would fight against its 
implementation. 

At a press conference on 9 November, 
BPF Chairman Vincent Lo said Patten's con- 
stitutional package was unacceptable and 
argued that any political reforms should 
converge with the Basic Law, China's mini- 
constitution for Hongkong after the 1997 
handover. “Democracy is important, but it 
is not the only goal. A smooth transition is 
more important,” Lo said. 

In a position paper, the BPF says that 
Patten should adhere to past under- 
standings worked out between London 
and Peking. It applies this, in particular, to 
the additional functional constituency seats 
that are to be created for the 1995 Legco 
elections and to arrangements for the 1995 
election committee. 

The BPF's decision to go public is a ma- 
jor departure from the Hongkong business 
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| raditional reluctance to be- 
seen. to be openly involved in politics. 
his is a critical period for Hongkong and 
vé represent an influential part of the 
ty, we have to make our views 
said Lo. 
' significantly, it points to the de- 
se of an intimate relationship between 
business and governing elites. Past gov- 
iors energetically courted the support 
advice of the business lobby and in- 
ed prominent conservative business 
epresentatives within their inner circles of 
cy making advisers. 
But Patten has quickly moved to cut 
hese connections. The measures he has 
aken include dismissing business repre- 
sentatives of the conservative Co-operative 
Resources Centre (CRC) from the Executive 
-ouncil (Exco) as part of his revamping of 
ihe political system. 

He has also warned the business lobby 































hat it may be excluded from the political . 


mainstream if it persists in opposing his 
veforms. “I’m sure that any businessmen 
putting forward proposals would want to 
avoid seeing a gap opening up between 


what some businessmen had to say and - 


what clearly the community wants," Patten 
recently said. 

Lo admits that not all of the federa- 
dons's members agreed with the decision 
“0 go public and oppose Patten, though a 
substantial majority backed the move. 
Among the dissenters are the major local 
British-owned trading and financial corpo- 
rations, including the Hongkong Bank, 

wire Pacific and Jardines. 

"They are caught between a rock and a 
nard place. They do not want to be seen 
opposing Peking as this could harm their 
expanding business interests in China, but 
at the same time they have political loyal- 
ties to Britain," said a political analyst. 

Hongkong Bank chairman William 
Purves declined to support the BPF because 
of his membership of Exco, while a spokes- 
woman for Swire Pacific head Peter Sutch 
said that there has already been enough 
comment from the business community. 
fardines chairman Henry Keswick has so 
far been one of only a small number of top 
business executives to back Patten publicly. 
- Another influential business association, 
the Hongkong Chamber of Commerce, 
also declined to endorse the BPF until its 
general committee meets in mid-Novem- 
ber to debate the issue. But a prominent 
member of the chamber expects that a size- 
able majority of members will vote to sup- 
port the BPF's position. 

In contrast to the wavering Hongs, local 
Chinese companies and Chinese trade as- 
sociations have been more solid in their 
support for the BPF. "Not one Chinese- 
ys ned. We peas nn our views," 











Hongkong Industries. 

One senior Chinese business executive, 
however, points out that while the large 
business organisations are against antago- 
nising Peking, "many younger and better 
educated local businessmen are inclined to 
more democratisation, but they do not 
want to get involved because of their busi- 
ness interests with the mainland." 

One of the main arguments of the con- 
servative business lobby is that the row 
between Peking and Patten will drive in- 
vestors from Hongkong, but the local stock 
market's solid performance in recent weeks 
hardly supports that contention. The Hang 
Seng Index has climbed steadily from 
around 5,600 points when the governor 


outlined his political reform proposals in. 


early October to more than 6,400 in early 
November. Much of the buying has come 
from foreign investors, who have focused 
their attention on the improvement in Sino- 
US trade relations. and. accelerating. eco- 
nomic reforms in China. 

; The market's bullish sentiments may 


now be changing, however, with China. 


keeping up its attacks on Patten. From a 
record high of 6,422 points on 12 Novem- 
ber, the index plunged to 6,088 points by 
17 November, shedding more than 200 
points immediately following Zhu's state- 
ment that China may decide to abandon 
the Joint Declaration. 

.. Which way the market goes will now 
depend on China's next moves, but finan- 
cial analysts do not expect the Hang Seng 
to continue to fall significantly, as many 
investors expect the political row will be 
resolved eventually. The BPF has been 
linked with plans to form a new conserva- 
tive political party aimed at countering the 
growing influence of the United Democrats 
of Hong Kong and other liberals who 
strongly support Patten. The CRC, by con- 
trast, has seen its power considerably 
eroded in recent months, in large part be- 
cause of its increasing alienation from the 


populist governor but also because of its 


| poor performance in public ele 





ing the past year. Almost all the | 
lators are directl y appointed by th 
nor or elected from narrow funct 
stituency ballots. ; 
The search for a new conservative p 
could take on added urgency follow? 
decision by Legco on 11 November it 
vour of the reform package. Legisle 
voted 30-21 to pass an amendment put 
ward by liberal legislator Jimmy McG 
that gave general support for Patten's. 
posals. They also rejected by a similar m. 
gin an amendment by financial consti 
ency representative Chim: Pui-Chung ca 
ing for a smooth transition to Chinese ri i 
in 1997, 3E 
Conservative critics played down: t 
significance of the vote. "The margin of v 
tory was not very large and it is likely 
get much. closer when legislators eventu 
ally have to vote on specifics of the ref 
proposals," said one senior business ex 
ecutive. Liberal legislator Christine: Lo 
refutes such comments and says "the vote. 
shows that those who “ee blind con 
vergence are isolated.” me 
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China immediately condemned th 
Legco vote, saying that as a consulta 
body, it had no right to pass such n ol 
tions. "This is another obvious. proo 
the British Hongkong authorities h 
abandoned the principles of converg 
with the Basic Law, violated the Basic. 
and the Sino-British agreements anc 
understandings,” a statement by the Hong: 
kong branch of the New China Net 
Agency said. i 

Chinese officials quickly followed. up on 
this broadside by warning the Hongkong 
authorities not to go ahead with buildi 
the territory's controversial new airpo 
without gaining mainland approval T 
Hongkong Government says it expects 
award contracts worth HK$9 billi 
(US$1.16 billion) for preparatory work on 
the airport. This was agreed to under ar 
earlier Memorandum of Understanding 
reached with Peking, officials claim. — 
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CAMBODIA 


The Pol Pot trail 


UN efforts to end Khmer Rouge trade likely to fail 


By Ted Morello in New York and 
Nate Thayer in Phnom Penh 


N Secretary-General Boutros 

Boutros-Ghali is urging the Security 

Council to adopt a series of unspe- 
cified “measures” to pressure Cambodia's 
Khmer Rouge into complying with the 
1991 Paris agreements. 

While the secretary-general did not spe- 
cifically call for sanctions — which the 
Khmer Rouge has said would be “tanta- 
mount to war” — senior diplomats and 
UN sources in Phnom Penh said the 
UN Transitional Authority in Cam- 


force a total ban on logging exports 
from the country on 31 December. 
The move is intended to cut off the 
funds the Khmer Rouge receives 
from timber shipped to Thailand, 
and may be followed later by a simi- 
lar ban on gem exports, a senior dip- 
lomat said. 

However, there appears to be lit- 
tle enthusiasm for such de facto 
sanctions, as the consensus is that 
any such trade embargo simply 
would not work. This argument is 
based largely on the reluctance of 
the Khmer Rouge’s major trading 
partners — notably Thailand — to 
participate, and on the near impos- 
sibility of patrolling the Thai-Cam- 
bodian border. 


Furthermore, one of the secre- 
tary-general's senior aides told the 
REVIEW there were legal complica- 
tions that would stall any action ai- 
most indefinitely. He said any 
change in the Paris agreements' 
terms, including sanctions, would 
require a revised mandate from both 
the Paris signatories and the Secu- 
rity Council — and any attempt to 
do either could be expected to un- 
leash further wrangling and delay. 

Nevertheless, Boutros-Ghali, 
clearly displaying his impatience, called for 
a toughening of Untac's mandate. The 
peacekeepers' duties should shift from 
merely supervising the cantonment of dis- 
armed troops from the various warring fac- 
tions to "more intensive observation, re- 
porting and deterrence of ceasefire viola- 
tions and more vigorous checkpoint and 
patrol activities." 

The secretary-general’s recommenda- 
tion were contained in a seven-page draft 
report intended to serve as background for 
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the Security Council's 15 November “dead- 
line" imposed on the Khmer Rouge. How- 
ever, both the council meeting and the re- 
port were delayed, with little likelihood of 
immediate action. 

At the heart of the report, Boutros-Ghali 
said: "The party of Democratic Kampuchea 
[PDK, or Khmer Rouge] has clearly demon- 
strated that it is unlikely to change its atti- 
tude of non-cooperation in the foreseeable 
future. Under the circumstances, I recom- 
mend that the Security Council consider 
the adoption of a series of measures aimed 
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at securing greater cooperation and com- 
pliance from the PDK.” 

At the same time, he warned the three 
other Cambodian factions — the Si- 
hanoukists, the Khmer People's National 
Liberation Front (KPNLF) and Hun Sen's 
Vietnamese-installed government in 
Phnom Penh — not to take political and 
military advantage of the Khmer Rouge's 
failure to comply with the Paris agree- 
ments. 

"The argument that the non-compliance 
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of one party relieves any other parties oi 
the obligations it assumed in signing the 
Paris agreements is unacceptable," he said 

Specifically, he emphasised the determi. 
nation to continue preparing for the sched- 
uled May 1993 elections, while conceding 
that the "atmosphere essential to the hold- 
ing of the . . . elections does not yet exist." 

Seen from Phnom Penh, the UN's ap- 
parent reluctance to try and police the 
Thai-Cambodian frontier, defined by rug. 
ged, malarial, jungle-clad mountains and 
strewn with thousands of landmines, is 
understandable. 

“It will be easy to order sanctions, bu! 
impossible to enforce [them]. The order jusi 
comes from air-conditioned rooms. But ir 
the field, too many people are making 
money,” said a Thai arms dealer with long 
experience of running weapons across 
Thailand's borders with its neighbouring 
countries. 

This view is echoed by Thai offi- 
cials, UN personnel who have 
worked along the border for years 
and traders who operate along the 
800-kilometre frontier. All agree any 
such attempt would be futile. 

In addition to the Khmer Rouge, 
the Cambodian-Thai frontier is alsc 
home to a plethora of well-con- 
nected businessmen, rebel groups 
warlords, smugglers and assorted 
adventurers who have operated for 
generations in the region without 
serious hindrance. Since the days ol 
the anti-French resistance in the 
1940s, rebels and outlaws have used 
sanctuaries along the border's 
mountainous escarpments to fight 
whoever was in power in Phnom 
Penh. In addition, there are scores of 
warlord armies that control the net- 
work of Thai-Cambodian trade 
routes. 

Since 1979, the frontier has been 
home to three anti-Vietnamese gue- 
rilla groups — the Khmer Rouge, 
the KPNLF and the National Army of 
Independent Kampuchea — all of 
whom continue to control separate 
zones along the border. 

Since the 1991 Paris accords, all 
have embarked on an orgy of lucra- 
tive trading. Dozens of separate and 
.4 uncontrolled military units have 

carved out their own fiefdoms in 
Cambodia, where they deal in everything 
from toothpaste to surface-to-air missiles. 

With the peace plan mandating that the 
guerilla armies had to disarm and turn 
their weapons over to Untac without any 
payment, most of the soldiers opted for 
what — in their view — was a more sensi- 
ble alternative. The frontier is now one ol 
the biggest arms bazaars in Asia, with 
thousands of weapons sold in recent 
months. 

Arms traders, for example, recently of- 
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Double blow 


Deputy premiers’ illness upsets leadership equation 


surface-to-air missiles at Baht 280,000 
(US$11,200) each. Tanks, artillery pieces 
and assorted light weapons and ammuni- 
tion are also available. 

Intelligence officials and blackmarket 
arms dealers said the border has attracted 
representatives of a number of Asian 
groups looking for weapons. They said the 
notorious drug warlord Khun Sa recently 
purchased two surface-to-air missiles, as 
did Karen rebels fighting the Rangoon gov- 
ernment. Guerillas from the Philippines 
and Sri Lanka have also shown interest, as 
have representatives from Sikh separatists 
in India and Muslim separatists on the 
Burma-Bangladesh border. 

The border has also turned into a free- 
way for hundreds of cars stolen in Thai- 
land and slipped over the border into Cam- 
bodia, where they are openly sold in 
Phnom Penh. Some have been seen sport- 
ing Phnom Penh regime military licence 


plates, which eases their journey through | 


checkpoints in western Cambodia. 

Further, more than 100,000 Thais have 
crossed the border to seek their fortunes in 
Khmer Rouge-controlled ruby mines — a 
major source of income for the faction. The 
miners say they can carry out handfuls of 
gems worth millions of baht in their 
pockets. They laughed at the thought that 
UN peacekeepers would be able to stop 
them. 


Thai MP Thanit Traivut, who represents : 


the border province of Trat adjoining the 


Khmer Rouge-controlled mines, said that | 


57 Thai companies are now operating 
nearly 1,000 earthmoving vehicles in the 
ruby-bearing region. He said any UN sanc- 
tions could cause the companies to lose the 
more than Baht 3 billion they have invested 
in equipment. 

On the northern borders, controlled by 
the one-legged Khmer Rouge commander 
Ta Mok, Thai logging companies said to be 
linked with senior members of the Thai 
military have paid millions of dollars to 
the guerillas for the right to cut timber. 

In addition, the Thai Government has 
sold the rights to 17 entry points to Thai 
companies, who in turn are given the right 
to tax logs coming into the country. Senior 
officials in Bangkok are reportedly on the 
receiving end of some of the profits. 

According to traders, Thailand's secret 
838 intelligence unit — which was respon- 
sible for all covert liaison and weapons 
supplies to the Khmer Rouge during the 
13-year war against the Vietnamese — re- 
ceives Baht 40 for each cubic metre of tim- 
ber that crosses into Thailand. 

One Thai weapons trader, reflecting on 
the reaction of the Khmer Rouge if the UN 
attempts to cut its purse strings, said: 
"Right now the Khmer Rouge do not hurt 
the UN. But if the UN does that, they will 
have to kill them. You know, they don't 
like foreigners anyway.” z 
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By Michael Vatikiotis 


hen Prime Minister Goh Chok 
W Tong of Singapore said that the 

national leadership should not be 
left to chance, he probably already knew 
about the blow that chance has dealt to that 
leadership. Two days later, on 17 Novem- 
ber, Singaporeans woke up to the stark 
newspaper headline: "Both deputy prime 
ministers have cancer." 

Bluntly and graphically, the details 
were spelled out on the 
cancer afflicting Deputy 
Prime Ministers Lee Hsien 
Loong, 40, and Ong Teng 
Cheong, 56. Ong has a "low 
grade malignant lympho- 
ma." Lee is suffering from 
an intermediate grade ma- 
lignant lymphoma. 

The swift and full dis- 
closure restored confidence 
in the Singapore Stock Ex- 
change, which on 16 No- 
vember had shed 32.53 
points — down 2.2% on 
trading at the close of the 
previous week — because 
of rumours about the ill- 
ness. But the news has 
sparked speculation about 
Singapore's future political complexion, 
given that Lee, the eldest son of former 
prime minister Lee Kuan Yew, is pre-emi- 
nent among Singapore's new generation of 
leaders and widely perceived as the one 
most likely to succeed Goh. 

Singaporean officials dismissed reports 
that either deputy prime minister would 
be stepping down. Lee, who is undergoing 
chemotherapy in Singapore, will continue 
working, and his doctors were quoted as 
saying he has a 90% chance of recovery. 
Nevertheless, commenting on his predica- 
ment on 17 November, Lee told the local 
press: “A person is answerable for his own 
life, but the people of Singapore cannot 
possibly count on one man's life to decide 
their own fate. Therefore we must look for 
more successors." 

Political observers in Singapore suggest 
that Lee's illness has an immediate bearing 
on the run-up to by-elections expected in 
March 1993, in keeping with a promise 
Goh made last year to opposition parties. 
Observers say Lee's chemotherapy treat- 
ment makes it doubtful he will be able to 
campaign for the ruling People's Action 
Party (PAP). Lee's absence at the hustings 





FAR EASTERN ECONOMIC REVIEW 





vm 





could well weaken the campaign. Goh has — 


said the elections will be held, even though 
some party cadres want them postponed. 
In the longer term, Lee's illness raises 
questions about the political succession — 
at least until a clean bill of health is de- 


clared. “There is now a question mark over 


a hitherto predictable scene," said a Singa- 
pore observer. He thinks this week's de- 
velopments shift the spotlight back on to 
Goh and his ability to steer the VE 
will make Goh's work a lot easier," he said, 
, alluding to the shadow cast 
* on the prime minister by 

his deputy. When Goh was 


1990 many saw him as an 


is ready to take over. 

The . stockmarket's 
prompt recovery on the 
day of the press disclosures 
suggests that Singapore's 
business community is not 
immediately concerned. A 
foreign businessman said 
that the disclosures had a 
bearing on more distant 
political issues, and not on 
Singapore's immediate eco- 
nomic situation. 


Lee's tough, no-non- | 


sense approach to government plays to 
mixed reviews in Singapore. More liberal- 


minded Singaporeans prefer Goh's softer, - 


more tolerant style. But more conservative 
Singaporeans who fretted after Lee Kuan 
Yew stepped down as prime minister in 
November 1990 are said to be concerned 
about the diminished prospects of having 
a member of the family at the helm again. 
"Only a small minority of English-speak- 
ing liberals are against Lee [Hsien Loong],” 
said one analyst. 

Lee's younger brother, Col Lee Hsien 
Yang, heads the operations and planning 
department of the Singapore armed forces. 
But analysts say he is not as powerful a 
political personality as his elder brother, 
and does not seem to harbour the same 
ambitions. 

The temporarily altered power equation 
is prompting Singaporeans to dwell on 
Goh's remarks about the urgent need to 
find younger leaders of ministerial calibre. 
Commenting after elections to the PAP cen- 
tral executive committee on 15 November, 


Goh said that renewal of the national lead- - 


ership was not only the most important, 
but also the most urgent task. kd 
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SRI LANKA 
Navy chief assassinated 
Navy chief Vice-Adm. Clancey 
Fernando and three aides were 
killed on 16 November when a 
suicide bomber, believed to 
belong to the separatist 
Liberation Tigers of Tamil 
Eelam, activated a powerful 
bomb by ramming his 
motorcycle into the admiral's 
car in Colombo. Fernando was 
one of the key officers in the 
continuing military push 
against the Tigers in northern 
Sri Lanka. A similar bomb 
attack was carried out against 
the main military headquarters 
in Colombo in June last year. 











Bhutto calls for election. 


PAKISTAN 


Pre-emptive strike 


The government on 16 
November began rounding up 
thousands of activists of the 
Pakistan Democratic Alliance 
(PDA), the main opposition 
grouping, in an attempt to 
head off a protest march on 
parliament in Islamabad on 18 
November. Tens of thousands 
of opposition supporters were 
expected to converge on the 
capital during the protest, 
organised by PDA chief Benazir 
Bhutto, to demand that the 
president dissolve the two- 
year-old government of Prime 
Minister Nawaz Sharif and call 
fresh elections. The 
government on 17 November 
issued a ban on the march but 
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Bhutto threatened to defy the 
order. 





JAPAN 
Dinner table diplomacy 


Less than three weeks after 
Emperor Akihito's visit to 
China, the Japanese 
Government has made a lesser 
but nonetheless significant 
gesture towards Taiwan: Chief 
Cabinet Secretary Koichi Kato 
met Shirley Wan- Jung Kuo, 
chairman of Taiwan's Council 
for Economic Planning and 
Development, for an 
“informal” dinner and 
discussions in Tokyo. It was 
the first cabinet-level meeting 
between Japanese and 
Taiwanese officials since Japan 
restored relations with China 
20 years ago. Tokyo is 
reportedly keen to expand its 
non-official ties with Taipei 
without antagonising Peking, 
especially after reports that 
Taiwan and Russia may 
exchange trade representative 
offices. 


TAIWAN 
Polls candidate indicted 


An opposition candidate in the 
19 December legislative 
elections, Chen Wan-chen, 
and 11 supporters have been 
indicted for attempted 
homicide, interfering with 
police duties and endangering 
public safety. Chen and 
members of the Organisation 
for Taiwan Nation-building, a 
radical pro-independence 
group Chen founded, tried to 
tear down a sign at the state 
prosecutor's office in 
Taichung, central Taiwan, on 
25 October and replace it with 
one which read “Republic of 
Taiwan.” The prosecutor says 
the group was armed with 
knives, clubs and petrol 
bombs. 


PHILIPPINES 
Soldier suspects 


Nine soldiers of the Philippine 
Army Intelligence Security 





Akihito in China: now an overture to Taiwan. 


Group were arrested on 16 
November for suspected 
involvement in the kidnapping 
of the wife of a beach resort 
owner, This is the first case of 
military personnel being 
arrested by the Presidential 
Anti-Crime Commission, led 
by Vice-President Joseph 
Estrada. Estrada said the 
commission has uncovered 
widespread police 
involvement in the kidnapping 
of mainly wealthy Chinese- 
Filipinos. 


INDIA 


Job quotas upheld 


A full bench of India's 
Supreme Court upheld, by à 


Asia's battle against 
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6-3 ruling on 16 November, 
the former V. P. Singh 
government's decision to 
reserve 27% of government 
jobs and institutional places for 
the so-called “other backward 
classes." This group is 
primarily made up of castes 
belonging to the lowest 
Shudra, or servants and 
tradesmen, category of 
traditional Hindu society. 
However, the court rejected 
the present government's 
reservation of 10% of posts for 
economically backward 
members of the upper castes. 
The 27% reservation for 
backward groups is in 
addition to the existing 22% 
reservation for members of 
the former "untouchables," 
known as Harijans, and tribal 
groups. 


SINGAPORE 
Detention rule eased 


Singapore has eased the 26- 
year-old restriction order on 
Chia Thye Poh, one of the 
world's longest serving 
political prisoners. Chia, 52, 
was detained in 1966 for 
alleged communist activities 
and later taken to Sentosa 
Island, which he was allowed 
to leave only during the day. 
Following a government order 
on 15 November, Chia no 
longer has to spend his nights 
on Sentosa, but may live at his 
father's home in Ang Mo Kio 
new town on Singapore 


proper. 
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IGOUTH KOREA 


langled web 


Cracking of alleged spy ring shakes opposition 


By Shim Jae Hoon in Seoul 


blockbuster spy trial or a witch- 

hunt? Either way, a sensational 

subversion case has landed like an 
unexploded shell in the election campaign 
X South Korean opposition leader Kim 
Dae Jung, threatening his third bid for the 
presidency. 

The case involves Kim Nak Jung, a well- 
Known South Korean dissident, who has 
been charged with leading a North Korean 
underground subversion team. Kim Nak 
fung, 61, was found with US$1 million in 
covert funds supplied by the North. 

South Korean intelligence authorities 
say they decoded a message from the 
North ordering Kim Nak Jung to mobilise 
support for Kim Dae Jung in the December 
presidential election. To make matters even 
worse for Kim Dae Jung, one of his secre- 
taries has been charged with violating the 
INational Security Law for allegedly pass- 
ing a Defence Ministry budget paper to a 
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dissident implicated in the 
Case. 

In the past, Seoul has 
used similar spy cases to 
quell dissent. And the tim- 
ing of this case has revived 
suspicions that the National 
Security Planning (Nsr) 
agency, South Korea's top 
intelligence organisation, 
could be embarking on a 
smear campaign against 
Kim Dae Jung's Democratic 
Party, whose centre-left 
views are anathema to the 
military and business. 

"The NsP is exaggerating 
involvement of Kim Dae 
Jung’s secretary in order to 
politically embarrass him," charges Lim 
Pok Chin, a Demoxcratic Party legislator. 
"The announcement about the decoded 
message is designed to tarnish his image." 

At all events, Kim Dae Jung can forget 
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Kim Dae Jung: threat. 





about becoming president if voters decide 
that a handful of Democratic Party mem- 
bers are linked to the alleged spy ring. In 
1987, government candidate Roh Tae Woo 
won the contest after voters were fright- 
ened by North Korea's bombing of a Ko- 
rean Air passenger aircraft. 
It is no wonder, then, that the Demo- 
cratic Party is nervo usly 
watching how the case will 
affect its campaign. So far, 
it has centred on Kim Nak 
3; Jung, whose arrest sent 
= shockwaves across the 
country. 
For almost three dec- 
ades, he has been viewed 
as a “respectable” dissi- 
dent. A thin, ascetic-look- 
ing man, he has had the 
reputation in dissident cir- 
cles of taking a “balanced” 
view on the issue of North- 
South unification. That 
usually meant that he criti- 
cised the North’s personal- 
ity cult while calling for re- 
moval of US troops from 
the South. “It’s a clever way of arguing for 
the removal of US troops, North Korea’s 
unchanging strategy,” an NSP official says. 

In meetings with the media, Kim Nak 
Jung has freely admitted taking orders 
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Prioritas, the Information Department had 
accused it of repeatedly publishing 
“insinuative and sensational news which 
could cause social unrest or offend foreign 
diplomats based in Indonesia.” 

In his letter contesting the decision, 
Surya Paloh demanded the right of de- 
fence. He also claimed that he had acted 
innocently as editor of Prioritas: "I did not 
feel I did any wrong, journalistically or 
non-journalisticallv." 

A clutch of Jakarta's mainstream edi- 
tors supported his cause, echoing press 
views expressed at a parliamentary hear- 
ing last May on the need for a review of 
licensing procedures. That attempt had 
proved fruitless. 

"Publishers and editors should have a 
chance to answer the charges brought 
against them and, if found guilty, bear the 
consequences without entire newspapers 
being folded up," one local editor said. 
When challenged by reporters, Supreme 
Court judge Purwoto S. Gandasubrata re- 
plied that the courts were receptive in prin- 
ciple to reviewing the order if it could be 
shown to have been unfairly applied. 

In response, six lawyers who had 
formed themselves into the Committee for 
Judicial Review filed a joint petition to the 
preme Court on 16 November to chal- 
lenge Harmoko's order on Surya Paloh's 
behalf. Hearings on their appeal were set 
for 19 November. 

The lawyers claimed that the use of 
ministerial authority to revoke press li- 
cences contravened clauses in the 1982 
press law which specifically state that the 
“national press will not be subject to cen- 
sorship and closure.” Another clause in the 
same law states that “press freedom in line 
with citizens’ rights is guaranteed.” 

Given decades of press control, these 
efforts have aroused some cynicism among 
journalists. Another problem about the 
lawyers’ appeal is that the flamboyant 
Surya Paloh lacks credibility as a media 
crusader. His personal ties with 
President Suharto's son Bambang 
Trihatmodjo, whose Bimantara 
group owns shares in Media Indone- 
sia, have also cast doubt on his mo- 
tives. 

Meanwhile, the press has devised 
ingenious ways of getting around 
the law. Two newspapers which the 
government closed have re-emerged 
under new names and with recon- 
stituted managements. The Sinar 
Harapan, shut in 1986, reappeared a 
year later as the Suara Pembaruan, an 
afternoon daily with the second- 
largest circulation among main- 
stream national papers. Prioritas it- 
self was reborn in 1989 as Media In- 
donesia, a popular daily which is of- 
ten critical of the establishment. 

A third publication, The Monitor, 
drew criticism from the press itself 


INDONESIA 


Memorial 
day 


The first anniversary of a clash between 
Indonesian troops and pro-separatist 
demonstrators that cost the lives of at 
least 50 East Timorese on 12 November 
1991 passed without incident under the 
army's watchful eye in the provincial 
capital Dili. 

The killings in Dili had sent shock 
waves through Indonesia, not least be- 
cause news of the clash seeped into the 
country from abroad while Indonesian 
television maintained a blackout. The 
Dili and Jakarta courts have sentenced 
13 East Timorese civilians involved in 
the demonstrations to between six 
months and life imprisonment, 

Military courts sentenced 10 army 
officers and soldiers to between eight 
and 18 months for disobedience and 
misconduct in their handling of the 
demonstration. In addition, two senior 
officers were removed from active duty. 

In its efforts to quash any attempts 
by the East Timorese to turn the anni- 
versary into a show of force, the army 


and may never re-emerge. Its crime was to 
run a readership survey ranking the popu- 
larity of various well-known figures. When 
the findings ranked the Prophet Moham- 
mad 11th, after Suharto and other public 
figures, the government waited only a few 
days before revoking its licence. 

The press acknowledges a number of 
topics as strictly taboo. These include 
Suharto’s family, questions of ethnicity, 





Newspapers on sale in Jakarta: ways around the law. 
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and provincial authorities had by late 
October conducted a sweeping identity 
card check on residents. This was in- 
tended to both identify potential trou- 
blemakers and intimidate their would- 
be supporters. Some 1,000 people were 
temporarily detained for not carrying 
the proper papers. East Timor military 
commander Brig.-Gen. Theo Syafei said 
10 suspected members of the Fretelin 
separatist movement were also arrested. 

At about the same time, 10 Austral- 
ian MPs were denied permission to visit 
Dili, despite having earlier been given 
the impression that their requested visit 
had been approved. Armed Forces 
Chief Gen. Try Sutrisno told the MPs 
that newly appointed Governor Abilio 
Jose Soares needed time to consolidate 
the ince. 

Military officials felt that the pres- 
ence of foreigners would excite those 
East Timorese who assumed all ^white 
men" to be Portuguese and rekindle bit- 
ter memories of the killings among 
those who had since calmed down. 

The same reason was given for re- 
jecting the applications of all but one 
member of the Jakarta-based foreign 
press corps to visit Dili. A representa- 
tive from Reuters newsagency was in- 
vited to cover the anniversary at the last 
moment. m Suhaini Aznam 


race and religion and the activities of 
separatist movements — such as those 
in Aceh, Irian Jaya and East Timor. In 
addition, individual arms of the govern- 
ment or the military sometimes object to 
the coverage of specific "sensitive" sub- 
jects. Examples have included differences 
between Asean neighbours, a military 
aircrash and speculation over the rupiah's 
devaluation. 

But editors admit there is now 
more openness than in previous 
decades. Indonesia's two largest 
weekly magazines, Tempo and Edi- 
tor, regularly carry stories on the 
business activities of Suharto's chil- 
dren, albeit run as straight corporate 
news without any mention of politi- 
cal connections. 

Even after the November 1991 
clash between troops and demon- 
strators in East Timor that cost at 
least 50 lives, both magazines pro- 
vided in-depth coverage of the event 
and effectively tested the bounds ot 
government tolerance. To varying 
extents, the local dailies also carry 
stories of corruption and govern 
ment mismanagement, often adopt 
ing a deadpan tone or burying the 
punchline towards the end of 2 
long-winded account. " 
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Sticky points 


Sabah fears erosion of state rights 


By Michael Vatikiotis in Kuala Lumpur 


Imost 30 years after the Borneo state 

of Sabah joined the federation of 

Malaysia, the agreement governing 

its terms of membership has become part 

sof the political tug-of-war between the fed- 

weral government in Kuala Lumpur and 
"Sabah’s opposition state government. 

In a surprise move, Prime Minister 
Datuk Seri Mahathir Mohamad suggested 
on 12 November that the rights and privi- 
leges of Sabah, enshrined in the so-called 
Twenty Points agreement hammered out 
in 1963, should be reviewed. Most Saba- 
hans have no argument with this. Under 
the agreement, the Twenty Points is sub- 
ject to review every 10 years. The last re- 
view was in 1973. Mahathir’s offer should 
also please the Sabah state government 
controlled by the Parti Bersatu Sabah (PBs). 
Six months ago a senior PBS leader told the 
REVIEW that a reassessment of the Twenty 
Points was a “core issue” for the party. But 





far from rejoicing, PBS officials now allege 
that Kuala Lumpur's real intention is to do 
away with the agreement altogether. 
"What we fear is that federal leaders will 
call for an abolishment of provisions in the 
Twenty Points," said a PBS source. Among 
these are measures to check the movement 
of Malaysians from peninsular Malaysia to 
Sabah. 

The day before Mahathir's remarks, 
Sabah Chief Minister Datuk Seri Joseph 
Pairin Kitingan, speaking in parliament in 
Kuala Lumpur, accused federal officials of 
not respecting the agreement. Aides said 
that Pairin's rare appearance in parliament 
was prompted by the vitriolic attacks on 
his government heard at the annual assem- 
bly of the ruling United Malays National 
Organisation (Umno) in early November. 

At the assembly Mahathir accused the 
PBS of secretly working to take Sabah out 
of the federation. In an apparent reference 
to Pairin, he said: "Whoever tries to work 
with foreigners to destroy the country's in- 
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dependence is a traitor to the country." 

The war of words between the two men 
appears to signal a worsening of the politi- 
cal tug-of-war, one which analysts note is 
dragging up sensitive issues. This could be 
because Umno, which wants to recapture 
the state, has found it difficult to erode sup- 
port for the PBs. But equally, Umno may 
have picked on a key issue for the PBS. 
“There is no doubt that support for the PBS 
draws on the emotive appeal of the Twenty 
Points,” said a Sabah-based analyst. 

The fear in PBS circles is that party poli- 
tics has begun to pose a real threat to 
Sabah's distinct status in the federation. A 
move by Sabah to impose stricter immi- 
gration controls on Malaysians from the 
peninsula earlier this year was bitterly at- 
tacked by Kuala Lumpur. 

The federal government's unease with 
the agreement could be more fundamen- 
tal. Many of the provisions in the agree- 
ment reflected Sabah's initial hesitancy in 
joining Malaysia. But after 30 vears, the 
feeling in Kuala Lumpur is that Sabah 
should be treated like any other state 
in the federation. At the time, the case was 
made that Sabah needed time to catch up 
with the level of development on the pen- 
insula. Three decades later, Sabah is still 
lagging: the state's 1991 GDP growth — at 
less than 4% — was about half the national 
average. 5 
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Russian handicap 


Moscow looks east but the picture is bleak 


By Jeff | Lilley in Moscow 


ussian Foreign Minister Andrei 
Kozyrev last month found time in 
his busy schedule to sit down with 
Asean ambassadors in Moscow. While 
Kozyrev listened, the six ambassadors ad- 
vised Russia's senior diplomat to consider 
Asian countries in his foreign policy 

“We told him that Russia had been ne- 
glecting Asia and advised him to get his 
house in order, to attract foreign invest- 
ment with investment guarantees, tax 
breaks and infrastructure improvements," 
one of the ambassadors present at the 
meeting said. 

In his first year on the job, Kozyrev has 
had little time for Asia. He has spent many 
days in Western capitals rallying support 
for Russia's radical economic reform pro- 
gramme. Lately, he has been fighting a 
rear-guard action against opposition politi- 
cians who are calling for his removal. The 
bulk of his time, though, has been con- 
sumed by dealing with events on Russia's 
borders: tribal fighting in Tajikistan, civil 
war in Moldova and Georgia and skir- 
mishes between Armenia and Azerbaijan. 

The result has been a reactive foreign 
policy with a European-Atlantic slant and 
a healthy measure of realpolitik. 

With few carrots or sticks to further its 
interests, Russia has been a sideline player 
in the Asia-Pacific region. Yielding to inter- 
nal political pressures, Russian President 
Boris Yeltsin offended Japan by his last 
minute cancellation of a trip to Tokyo that 
had been scheduled for September. Rus- 
sia's relations with South Korea have been 
on hold for the past few months while 
Ministry of Foreign Affairs officials scram- 
ble to find money to make an overdue in- 
terest payment. Sino-Russian relations 
have been driven by a spontaneous border 
trade out of Moscow's control and a bur- 
geoning arms trade driven by Russia's 
need for cash. 

In the next few weeks, Yeltsin will try 
to dispel some of these doubts. His trip to 
Seoul on 18-19 November was expected to 
at least find a way around the financial 
roadblock. A trip to China, Yeltsin's first 
since the breakup of the old Soviet Union, 
is planned for December. But the truth is 
that Yeltsin has few cards to play in Asia. 
Having abandoned ideology and the mili- 
tary leverage used by the former Soviet 
Union, Russian foreign policy makers in- 
sist economic imperatives are now driving 
the country's foreign relations. But with the 
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exception of growing bilateral trade with 
China, the picture is bleak. 

Growth in trade with South Korea and 
Japan has slowed considerably, a major fac- 
tor being the inability of Russian importers 
to pay for goods in hard currency. At the 
political level there has been a dramatic 
downgrading of relations with Tokyo. The 
cancelled September meeting has yet to be 
rescheduled. Recently a Yeltsin spokesman 
called for a two-year moratorium on the 
territorial dispute, involving four islands 
in the southern Kurile chain, that is the 
main sticking point in bilateral relations. 
Worst of all was the announcement of 
plans to develop the Kuriles into a special 
economic zone. Commenting on this plan, 
a senior diplomat at the Japanese Embassy 





Yeltsin: few cards to play in Asia. 


in Moscow said: "it is an attempt to make a 
fait accompli of the territorial issue and it 
will not bring positive elements into the 
relationship." 

Progress in relations with South Korea 
and Yeltsin's ability to play a Korea card 
against Japan hinged on whether the Rus- 
sian president would be able to put the 
economic relationship back on a to firmer 
footing during his Seoul visit. “We tell 
them if they want to make a personal visit 
a success, don't send your president as a 
debtor," said Lee Sang Tae, who is in 
charge of economic affairs at the South 
Korean Embassy in Moscow. 

During the Seoul visit Yeltsin and Presi- 
dent Roh Tae Woo were expected to sign 
an agreement for a feasibility study on 
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building a natural gas pipeline from 
Yakutia, in Siberia, to South Korea. Also 
under consideration are plans to develop 
an industrial park for 100 subsidiaries of 
South Korean companies at the Siberian 
port of Nakhodka. Seoul is particularly 
keen on promoting transfers in the defence 
sector that would help South Korea pro- 
duce hi-tech products like aircraft engines. 

South Korea's trade with Russia 
showed a rise of just 1% in the first eight 
months of 1992 after gains of 20%, 50% and 
40% in 1989, 1990 and 1991 respectively. 
Without guarantees of payment, South 
Korean businessmen are increasingly un- 
willing to take the risk of selling goods to 
Russia. South Korean investment in Russia 
has levelled off at a mere USS20 million. 
Moreover, now that official ties have been 
opened with China, some South Korean 
businesses are looking west instead of 
north. "Unless the Russian Government 
suggests favourable and attractive arrange- 
ments in terms of infrastructure and tax 
privileges for [South] Korean companies, 
Russia's priority place will go down," said 
Lee, adding that representatives of two 
chaebol, or Korean conglomerates, in Mos- 
cow have already been reassigned to 
China. 

China is the brightest spot on a gloomy 
trade horizon. In the first half of 1992, Rus- 
sia's global exports were down by 35% and 
imports by 24%, but bilateral trade with 
China reached record levels. Government 
officials in Moscow said border trade with 
China is expected to reach US$3 billion in 
1992. Total trade with China should climb 
to between US$4 billion and US$4.5 billion 
and will be facilitated by agreements to be 
signed during Yeltsin's Peking visit. 

After meeting with Chinese Defence 
Minister Qin Jiwei in September, acting 
Russian Prime Minister Yegor Gaidar 
called development of relations with China 
one of the most important priorities of Rus- 
sian foreign policy. Gaidar explicitly sin- 
gled out defence cooperation, citing “ma- 
jor opportunities to employ that capacity 
of our defence industry which has been 
released in connection with the sharp re- 
duction of military expenditure." 

To the consternation of the US and Chi- 
na's Asian neighbours, Russia has sold bil- 
lions of dollars worth of modern weaponry 
this year to China. So far, China has pur- 
chased Su27 jet fighters, MiG31 intercep- 
tors, missile-guidance technology, rocket 
engines and technology to enrich uranium. 

"China is taking advantage of a fire sale, 
trying to transfer the whole [Russian] tech- 
nological military base into China," a high- 
ranking US military official said. 

Desperate for hard currency and hop- 
ing to preserve the hi-tech end of its in- 
dustrial base, the Russian Foreign Eco- 
nomic Relations Ministry announced in 
September that arms sales will increase in 
1992. According to the ministry's experts, 
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poses to link Russia's eastern regions more interested in the region's raw materi: 
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arms sales to China could reach US$2 bil- - 


: 





lion by 1994. Russia's debt to China at 
present is US$1.07 billion and there have 
been reports that Moscow is about to sell 
arms worth US$500 million to pay off part 
of the debt. Deputy Premier Georgi 
Khizha, who oversees industrial conver- 
sion and heavy industry, dismissed criti- 


 cism of Russia's arms dealings. "I think 


beria and the Far East, Integrator 21 pro- 

LLLI nem. And while they may have 
| an interest in emphasising a po- 
| tential threat for bureaucratic 
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. contention that Russian mili- 


| swinging from a reliance on 
. quantity to quality — particu- 
larly in improved training 


through a multinational consortium, 
whose main players would be Russian re- 
gional economic associations and investors 
from Asia-Pacific countries. The plan fo- 
cuses on diversifying Pacific Russia's ex- 
port base through conversion of military 
enterprises, a risky proposition since for- 
eign investors to date have been much 


als. 

Granberg, a Siberian, will try to influ 
ence Yeltsin to look east. “Russia is a Euro 
Asian power, but the question is: where is 
the most potential for growth, contacts, co 
operation, trade and investment? Withou: 
a doubt, there are more opportunities ir 
the east,” he said. > 








for Asian and US military plan- 


and budgetary reasons, their 


tary strategy in the region is 





and increased mobility of the 
remaining forces — is borne 
out by Russian military offi- 
cials. 

The new Russian military command, 
created at the beginning of this year, plans 
to slash the 3 million-strong Soviet military 
it inherited to around 2 million by 1995 — 
and ultimately to 1.5 million by the end of 
the decade. Russian analysts estimate that 
forces stationed in the Far East will make 
up 25% of this total, compared with 14% at 
present. 

A number of factors have combined to 
determine this redeployment. The primary 
reason, as military officials in Moscow 
point out, is that demobilisation is being 


| concentrated in European Russia in accord- 
| ance with recent arms reduction treaties 


signed with Nato countries. 
With the Russian Government's re- 
sources already fully stretched in finding 


_ work and housing for hundreds of thou- 


sands of soldiers west of the Ural Moun- 
tains, cutbacks in the Russian Far East are 
a low priority. “We have to first concen- 
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y that every export opportunity must be 
. tapped," he said in September. "There's no 
-~ need to portray us as saintly paupers. The DEFENCE 
whole world trades in arms." 
One hope for the Yeltsin government is Th 
to formulate a regional development plan t i r t 
for the Russian Far East and Siberia to help e Cas ern on 
the region’s integration into the Asia-Pa- 2 | 
cific region and eventually attract foreign Russian military deployment in Asia sparks concern 
investment necessary for conversion of in- 
dustry. Alexsandr Granberg — Yeltsin’s 
chief adviser on regional economic deve- 4 Tai Mina mL pem . = 
lopment and long-time advocate of open- aces iy MOUGN ogee Uncertain withdrawal d 
ing-up Siberia and the Far East — sees the ` 
-plan as including the establishment of ussia's military posture | 
zones of economic activity, starting with R: Asia will undergo Sea of Okhotsk \ 
the Kuriles and moving over to Russia’s sweeping changes over | 
Pacific coast. The zones will offer benefits the next few years as part of a ! ~ Sakhalin 
such as export-tax exemption. massive reduction and reorgani- ' mw rn 
: One such plan is Integrator 21, which sation of the former Soviet ' uU 
- Granberg cited during a speech at the Pa- armed forces. bv 
cific Economic Cooperation Council's an- Nevertheless, a revamped 
nual meeting in San Francisco in Septem- Russian Far East military pres- 
^^ ber. Put together by regional leaders in Si- ence remains a source of concern 












trate on dealing with our 
troops returning from Po- 
land, Germany and elsewhere. Only after 
this can we turn to reductions in Asia," a 
Russian Defence Ministry spokesman said. 

Another reason rests on Russia's collec- 
tive military memory. Armed forces sta- 
tioned east of Urals were crucial in rolling 
back the German invasion in World War 
II, and the concept of maintaining a strate- 
gic reserve has been burned deep into the 
country's military doctrine. 

In recent months, Moscow appears to 
have dropped plans announced in Feb- 
ruary by Gen. Victor Samsonov, chief-of- 
staff of the Commonwealth of Independ- 
ent States (CIS) high command, that 
deployments along the Sino-Russian bor- 
der would be cut by 60,000 troops, or an 
estimated 25% of troops based in that 
military theatre. Adm. Charles Larson, 
commander-in-chief of US Pacific Forces, 
who recently toured military facilities in 
the Russian Far East, told the REVIEW 
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at his headquarters | in Ha 
have no indications yet of cult 
place.” 
. Other sources, however, point to de 
facto military cuts taking place. For exam- 
ole, the former Soviet Union’s internal up- 
vals have seen a major exodus of non- 
ssian conscripts and widespread draft- 
iging in the past year. Local military 
nmanders in the Far East say that al- 
ost one third of the troops in their region 
_ have returned home to non-Russian repub- 
“dics. 
- Further, drastic reductions in defence 
~~ spending have led to a major scaling back 
«in troop training and military exercises in 
...the Far East region. According to Lieut- 
Gen. Valeriy Manilov, information chief of 
the CIs supreme command, in the past year 
'fhere has been a one-third cut in the time 
warships of the Pacific Fleet spend at sea. 
In addition, recent travellers to Vladi- 
vostok, headquarters of the Pacific Fleet, 
. » have reported seeing warships laid up and 
rusting in the harbour. Larson counters this 






















by saying the Pacific Fleet was "in excel- | 


.; lent condition with up-to-date warships 
that are well-maintained.” 

Russian military officials, however, 

_. have indicated that the Pacific Fleet may 

be cut by as much as 70% over the next 


x decade, though foreign analysts point out | 


| that most of the reductions will be of age- 
|. ing ships. 
=> While troop levels are declining, there 





oe Russia. Analysts point out the region has 
_ become a storage dump for huge stocks of 
-= weapons pulled out from European Rus- 
Sia. 
: Since the implementation of the Con- 
ventional Forces in Europe Arms Reduc- 
tion Treaty in 1990, more than 16,000 tanks, 
16,000 armoured fighting vehicles and 
25,000 artillery pieces have been trans- 
ferred east of the Urals. Russian officials 
|. Say 50% of the armour, mostly modern T72 









tary units in central Asia-and the Far East, 
while the rest has been mothballed. 

This upgrading of weapons systems in 
Far zastern rri units is the span 
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-has been a dramatic growth in the number | 
_ Of weapons systems now located in Asiatic | 


-and T80 tanks, was used to re-equip mili- ! 
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Mountain campaign shows little sign of ending 


By Rita ! Manchanda in in New Delhi 


Ithough territorial disputes have 

been sparked over the centuries by 

a wide variety of causes, few can 
have been started by a travel agent. That 
the world's highest and harshest battlefield 
owes its origins to just such an individual 
reveals a great deal about protagonists who 
confront each other in a region where the 
lifespan of an unprotected human is meas- 
ured in minutes. 

The Siachen campaign began in the 
1970s, when a Pakistani travel agent helped 
foreign mountaineers scale the Sia Kangri 
peak in the Himalayan range beyond the 
NJ9842 map coordinate that marks the 


, eastern end of the Line of Control (LoC) 
| separating Pakistani and Indian zones of 


that Islamabad was hoping to occupy the 
Siachen Glacier with a view to mounting 
an attack from the Karakoram Mountain: 
into Indian-held Kashmir down the Nubre 
River valley, which has its headwaters ir 
the glacier. 

As a result, in April 1984 India airliftec 
a mountain brigade into the Saltoro Range 
overlooking the key passes to the westerr 
edge of the glacier. Pakistan responded, 
and for the past eight years the two sides 
have each kept up to 5,000 troops deployed 
on the Siachen front. 

Although the opposing sides fire at eack 
other with rifles, missiles and heavy artil- 
lery, the worst enemy is the intense cold 
According to Lieut-Col K. S. Rao of the 
High Altitude Medical Centre in Leh, ir 
Indian-held Kashmir, humans cannot ac- 


ice and fire 


Actual ground i 
position line 


NJ 9842 line of 
control ends here ; 


disputed Kashmir. 

When the LoC was agreed as the truce 
line between the two sides at Karachi in 
1949, and reaffirmed at the 1972 Simla Con- 
ference, neither India nor Pakistan had 


dreamed of investing any strategic signifi- - 
cance to the 5,500-metre plus mountains utes 


beyond NJ9842. 
But when the mountaineering expedi- 
tions came to the notice of the Indian au- 


_ thorities, they became alarmed at the "car- bg 
| tographic aggression" that accompanied it... b 
| — and particularly at Pakistani maps thai 
| showed a claimed extension to the Loc run 
| = ning obliquely east and joining up with the 
| Chinese border at the Karakoram Pass. .- 
| Strategists in New Delhi then claimed. 
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climatise above 5,500 
metres. All key Indian 
positions are above 
that level. With temperatures of minus 40 
degrees Celsius, soldiers cannot remain 
outside their shelters for more than 10 min- 









pee of the pu sent to a 














my pedir ind Rs 50 
nil ion) a a day to sustain 





For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made. we have to admit, with a total disregard for time. If 
—— M — a particular Patek Philippe 
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movement requires four 
years of continuous work to 
bring to absolute perfection. 
we will take four years. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 
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it has been worn. loved and 
collected by those who are 
very difficult to please: 

| those who will only accept 

| the best. For the day that 
vou take delivery of your 
Patek Philippe. vou will have 
| acquired the best. Your watch 
© will be a masterpiece, quietly 
reflecting vour own values. 
A watch that was made to 
be treasured. 


PATEK PHILIPPE 
GENEVE 
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Operation Meghdoot, its codeword for the 
Siachen campaign. Pakistan's costs are 
marginally less as its troops are about 460 
metres lower. For India this works out to 
about Rs 18 billion a year. This, in turn, is 
more than 10% of the total annual defence 
budget of Rs 175 billion for the year to 
March 1993. 

Much of this outlay involves spending 
scarce foreign exchange on such special- 
ised mountain equipment as Swiss-made 
caps, gloves, down trousers and jackets 
and boots. 

In addition, every item of equipment 
and food has to be airlifted to the glacier — 
first by transport aircraft to advanced air- 
fields and then by helicopters operating at 
the limits of their performance. A single 
chappati — the flat unleavened bread that 
is the staple for northern Indian troops — 
costs Rs 450 by the time it gets to the men 
in their tents. 

Almost as soon as the Siachen campaign 
began, both governments realised the 
conflict was pointless and unwinnable. 
Talks began in 1986, and five rounds were 
held before they were suspended in June 
1989 amid rising tensions over unrest in 
Kashmir and government weakness in 
both New Delhi and Islamabad. On 2-5 
November, Pakistan Defence Secretary 
Salim Abbas Jilani brought a delegation to 
New Delhi for a sixth round of talks on 


Siachen. 

The guiding principle remained a “com- 
prehensive settlement" as agreed to at the 
1989 meeting. But, in a major departure 
from the other five rounds, both sides 
agreed to separate the issues of troop dis- 
engagement and extending the agreed Loc. 

India had previously insisted that de- 
militarisation of the area must follow de- 
limitation of the LoC on the basis of 

"ground reality," whereas Pakistan wanted 
troop redeployment first. According to a 
Pakistan source close to the talks, "both 
sides recognised that while negotiations on 
the [Loc] could go on for years, troop dis- 
engagement could not wait till then." 

The latest round of talks did reach 
agreement on technical details involved in 
identifying the locations to which troops 
would be withdrawn, as well as on a sys- 
tem of joint helicopter patrols of the 
Siachen area. But the dialogue got bogged 
down on the marking of existing troop 
positions on a map to be annexed to the 
agreement. 

News reports quoting the Indian Minis- 
try of Defence reinforced the Pakistani del- 
egation's suspicions that the markings on 
the map would be used to press India's 
claims on delimiting the Loc. The talks 
reached an impasse over Pakistan's insist- 
ence on written assurances that the record- 
ing of existing deployments would be 


without prejudice to any future claims. In 
turn, the Indian delegation pressed for a 
discussion of the principles on which the 
LoC could be extended. The Pakistanis said 
such a discussion was not possible without 
the presence of cartographers. 

To some extent both New Delhi and Is- 
lamabad remain prisoners of their jingo- 
ism over Siachen. The Indian refrain is that 
it has 2,000 troops holding vantage points 
along the Saltora Range and should con- 
solidate this as the new LoC. Air Commo- 
dore Jasjit Singh, director of New Delhi's 
Institute of Defence and Strategic Studies, 
warned that failure to get even a notional 
understanding on the basis of Indian 
ground superiority could land New Delhi 
in the same legal vacuum which encour- 
aged Pakistan to transgress in the first 

lace. 

In Pakistan, the matching position is: 
why should the army raise the siege of 
Indian troops, and therefore effectively 
admit it never held Siachen in the first 
place? 

The two sides have agreed to meet for a 
seventh round in Islamabad at a date yet 
to be fixed. Meanwhile, more than 5,000 
soldiers can expect another cold and dan- 
gerous winter as their governments expend 
many more hundreds of millions of dollars 
on a fruitless confrontation on the Siachen 
glacier. B 


DYNASTY CLUB. THE HOTEL WITHIN A HOTEL. 


In Hong Kong, travelling 
executives enjoy a host of 
privileges and advantages 
on Dynasty Club floors. 

Privileges such as com- 
plimentary breakfasts. 
Evening cocktails in the 
sanctuary of a private lounge. 
And the comfort of extra 
amenities. 

Advantages like a con- 
cierge who understands 
local practices and execu- 
tives’ needs. Who can assist 
you with everything from a 
hairdresser to a private jet. 

Now you can be sure of 
executive lifestyle and con- 
venience next to each 
of Hong Kong's three (ib 
major business districts. 
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Tide of democracy 


n Wednesday, 14 November, the 
Hongkong Legislative Council 
(Legco) voted strongly in favour 
of the limited democratic reforms 
Proposed by new Governor Chris Patten. 
The Legco vote, which was supported 
by virtually all of the democratically elect- 
wed legislators but opposed by the ultra-con- 
rvative appointees of the former Sino- 
ogist governor Lord Wilson, marks the 
wend of the colonial era in Hongkong. The 
“large margin by which the proposals were 
sapproved demonstrates that the demo- 
wcratic tide which has swept through East 
Asia has reached the shores of Hongkong. 

Despite the overwhelming support 
within Hongkong for democratisation, a 
ssector of the business community led by 
pro-Peking businessman-cum-politician 
Vincent Lo has come out firmly against in- 
troducing even the smallest measure of po- 
litical reform. 

In opposing the governor's long-over- 
due reforms, these businessmen speak of a 
false dichotomy between democracy and 
prosperity, arguing that the advent of the 
former would mean an end to the latter for 
Hongkong. For the business leaders of the 
most capitalist economy in the world to 
side with the Chinese Communist Party 
against political reform in Hongkong is 
extraordinarily short-sighted and runs 
against the mood of business leaders else- 
where in Asia. 

Twenty years ago, East Asia was char- 
acterised by fragile, authoritarian regimes 
caught in the crossfire of the Cold War and 
worried about internal threats from vari- 
ous insurgencies playing upon popular 
grievances. In this ocean of uncertainty, 
Hongkong was an island of sanctuary, 
where the rule of law held sway and Hong- 
kong Chinese proved what they could do 
if given economic and civil freedoms. 

Today, however, the situation has 
changed. Japan vies for power and influ- 
ence with the US. Although they are far 
less modernised and cosmopolitan than 
Hongkong, South Korea, Taiwan, Thai- 
land and the Philippines have progressed 
from authoritarian to representative gov- 
ernment, and others are moving steadily in 
that direction. With few exceptions, virtu- 
ally every economically advanced nation 
in East Asia — as in the West — has recog- 
nised that prosperity and democracy are 
not mutually antagonistic but are, in truth, 
inseparable. Indeed, in many of these coun- 
tries business has helped lead the way in 
demanding more freedoms for the people. 
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By Martin Lee 


Alas, this has not happened in Hong- 
kong. In order to preserve its privileged 
political position in the territory and to 
curry business favours with Peking, a sec- 
tor of the business community wants to 
keep the political system of Hongkong fro- 
zen within its outdated colonial structure. 

These dinosaurs have somehow failed 
to realise that, just as free markets and free 
trade are the lifeblood of Hongkong's eco- 
nomic success, so a free market of ideas 
and free competition in the political sphere 
are the keys to successful government. Pro- 
tectionist economics leads only to stagna- 
tion and wasteful mal-distribution of re- 
sources; similarly, protectionist politics 
wastes the talents of the people, erodes 
governmental effective- 
ness, and thereby breeds 
social instability. 

Protectionist politics 
that serve only to benefit 
vested interests are par- 
ticularly dangerous in 
Hongkong because of the 
scourge of corruption. 
History has taught us 
that without democratic 
and accountable govern- 
ment, we will never be 
able to maintain the rule 
of law, and without the 


rule of law, Hongkong is to display an appalling 
will experience a surge in lack of faith in the people | 
the corruption and guanxi of Hongkong who have 


(politics based on per- 
sonal contacts) that is en- 
demic in China. Such cor- 
ruption would threaten 
the free competition that 
is the very foundation of 
our business success. 
When they drafted 
the Joint Declaration in 
1984, the British and Chi- 
nese governments recog- 
nised this fact, and both 
agreed that only a gov- 
ernment elected by and 





the ink dry on the Joint Declaration than 
both Britain and China began to backslide 


from their commitments. Foolishly seeking | 


to appease Peking, Britain ignored the Joint 
Declaration's promise of a fully elected leg- 
islature and resolutely opposed the intro- 
duction of any democratic reforms. 


Faced with the damage caused by eight | 


years of broken promises, Patten has de- 


cided that it is only possible to take a small | 


step towards fulfilling the Joint Declara- 
tion. All but forgotten in the midst of Pek- 


ing's rhetoric is the fact that Patten's re- | 


forms would still leave Legco with only 


one third of its members democratically | | 


elected by 1997 — a far cry from what was 


promised in 1984 and from what the Hong- | 


kong public would like | 


to see. 

When, now, Peking 
and its allies in the busi- 
ness community in 
Hongkong come out to 
attack Patten's modest 
democratic reforms, it 
seems their real disagree- 
ment is with the Joint 
Declaration itself. 

For our businessmen 
to oppose the Joint Dec- 
laration's promises of au- 
tonomy and democracy 


ble. If anyone has an in- 
terest in seeing Hong- 
kong maintain its pros- 
perity, we do. It is pre- 
cisely because we plan to 
remain here long after 


has returned to Britain 
that we are so keen on 
Patten's reforms — and, 
indeed, we believe they 
do not go nearly far 
enough. With the rest of 


accountable to the people the modernised nations 
of the territory would be of East Asia, we know 
able to maintain Hong- that only a firmly rooted 
kong's success. Hence, in democratic system will 
the Joint Declaration the bring us the stability nec- 
two governments explicitly promised to essary to continue our extraordinary eco- 
allow “Hongkong people to rule Hong- nomic success. * 


kong with a high degree of autonomy” 
through a legislative council that is to be 
fully elected by 1997. 

The problem was that no sooner was 
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Martin Lee is chairman of the United Demo- 
crats of Hongkong and an elected Legislative 
Councillor. 
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made their success possi- | - 


the last colonial governor | - 
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There's 


one obstacle 
only Audı 

can help you 
overcome. 


In a front-end collision, one of the 
most likely injuries to the driver is 
from the steering wheel. 

Audi has found a unique wav to 
eliminate this problem entirely. 

When vou wear your seat-belt, our 
exclusive procon-ten system actually 
uses the force of a front-end collision to 
protect you. Steel cables connected to 
the steering column and the front seat- 
belts tighten instantly upon impact, 
pulling the driver away from the 
steering wheel and the steering wheel 
into the dash. 

Only Audi has this safety device. 
And with it, Audi has set new standards 
in driver protection. 

Procon-ten is just one of Audi’s 
safety features. Front crumple zones 
and side-protection bars reduce the 
impact of the force of an accident. A 
reinforced body shell makes the 
passenger core deformation resistant. 
And our electronic Anti-Lock Braking 


System (ABS) gives you unsurpassed 


handling and control. 





Test drive the new Audi 100- 
designed for the driver 


who would rather over- 





come life’s obstacles than 


Vorsprung 
durch Technik 


recover from them. 
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Traveller s Tales 


ew York always looks its best on 

Marathon Sunday, especially un- 

der the brisk, brilliant skies of 

early November. But this year 
the effort, for a city suffering the effects of 
a long recession, showed. 

The 27,000-odd runners who participate 
in the 422-kilometre course wind their 
way, with varying degrees of grace, 
through the five boroughs of the city. They 
begin on the Verrazano-Narrows Bridge, 
which links Staten Island and Brooklyn 
(spectators on top of one of the arches say 
the sensation when the race starts is like 
being on a trampoline). The course then 
heads through Brooklyn, a small patch of 
Queens, across a midtown bridge to Man- 
hattan up to the Bronx through a corner of 
Spanish Harlem, before finally returning 
to Manhattan and the finish line, located in 
a Central Park awash with the golds and 
yellows of the fall. 

New York prides itself on the interna- 
tional turnout of its Marathon. Boston may 
have been earlier, and Pike's Peak may be 
higher, but no other marathon has a more 
multinational character. Over 2,000 French, 
almost 2,000 Italians, 1,118 Germans and 
804 Dutch showed up this year. The Asian 
presence, by comparison, was smaller. 
Aside from 329 Japanese, there were 17 
from Taiwan, five from the Philippines, 
four from Thailand (including the only 
non-Japanese Asian woman), and several 
from Hongkong, Singapore, Korea, India 
and Pakistan, respectively. 

The Japanese contingent was the most 
sizeable and organised, and the pressure 
to perform was the most intense. "I must 
finish," confided Shotaro Hayakawa ear- 
nestly. ^I must write articles both for my 
university magazine [Waseda, which 
boasts around 400 alumnae in the New 
York area] and my company," Hazama 
Corp., a construction firm. Hayakawa was 
hardly the only one running for the greater 
glory of his employer. Industrial Bank of 
Japan's New York branch, for example, 
fielded a team of eight. (Other runners bore 
the name of Chemical Bank, a sponsor of 
the Marathon. Chemical inherited the obli- 
gation from its newly merged partner, 
Manufacturers Hanover Trust.) 

The race itself is a lesson in the social 
patchwork of New York. The Verrazano- 
Narrows Bridge spills runners into the 
solid, working-class neighbourhoods of 
Brooklyn's Fourth Avenue, where the high 
school bands are smartly attired and the 
local fire brigade can still turn out kilted 
bagpipers to send runners on their way. 


34 


But by the time runners reach the far side 
of Fourth and turn onto Bedford Avenue, 
the vacant lots become more numerous 
and the beagles and basset hounds along 
the curb (in knit coats to protect the low 
bodies from chill winds) are replaced by 
fierce shepherd mixes. This is the black part 
of Brooklyn, Bonfire of the Vanities territory. 
The sound of heavy rock replaces the bag- 
pipers of a few miles back. 

Only a thin line separates this world 
from a heavily Jewish orthodox neighbour- 
hood that is eerily quiet. They do not cheer, 
they simply watch the procession, now 
strung out over several miles, impassively. 
While the runners make their way through 





Runners on the Verrazano-Narrows Bridge. 


these silent streets, thousands of the resi- 
dents of the area are demonstrating nearby. 
They are protesting the failure of a local 
jury several days before to convict a black 
teenager for the stabbing death of a rab- 
binical student earlier this year, a reminder 
of the divisions in the city which are deep- 
ening almost visibly. It is only on rare oc- 
casions, such as Marathon Sunday, that the 
divisions are suspended, and everyone 
cheers for everyone else. 

Despite the fact that the race is a mere 
two days before the presidential election, 
there are few tokens of the campaign and 
virtually no homemade signs. In the last 
few weeks of the campaign, President 
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George Bush completely ignored Nev 
York, which generally goes Democratic 
and the city seems happy to return his in 
difference. Fourth Avenue sees some post 
ers in support of Bill Clinton and his run 
ning mate, Al Gore, and some portable toi 
lets in Queens carry stickers bearing th 
name of Republican Senator Alphons: 
D'Amato, (whether these are meant ironi 
cally or not wasn't clear). 

At one point, two Canadians, who ap 
parently retained their American citizen 
ship, discuss the morality of voting in tw: 
elections. "I feel funny," said one, "doin; 
both.” "Rubbish," snorted the other. “Al 
Canadians should vote here. The Ameri 
can elections have a greater impact oi 
Canada than the Canadian ones do." 

There are more signs of recession thai 
politics along the route. Too man' 
storefronts are boarded up; too mam 
apartments carry "For Rent" notices ii 
the windows and the shutters on to 
many windows are in need of paint. Fron 
Staten Island, where the course begins, thy 
towers of Manhattan gleam like a drean 
landscape, the promised City on a Hill 
across the river. But close up, the physica 
reality, like the social reality, is becomin; 


The sun and the glorious colours of au 
tumn can't hide the fact that New York i 
ageing, as helplessly graceless as an over 
weight runner. At some places, cobbleston: 
shows through the worn asphalt; runner 
crossing a bridge into Manhattan run alon; 
a narrow sidewalk, by a roadway that is al 
torn up. 

It is only on mile 23, when the runner 
turn from Harlem, down Fifth Avenue anc 
into the park, that the promise of the cit: 
seems real. Forget all the violent murders 
rapes and muggings that are the stuff o 
headlines. On the first day of November 
the park is a bucolic dream in the centre o 
a city whose planning and design is still ¿ 
blessing. 

The mayor of New York, Davic 
Dinkins, is on hand at the properly inter 
national finish. A South African, Willis 
Mtolo, is the men's winner and an Austral 
ian, Lisa Ondieki, sets a course record fo 
women. The sole Korean, Kim Wan Ki, i 
third in the men's contest, and a Japanese 
Yoshiko Yamamoto, third in the women's 
The top ten women represent ten differen 
countries. 

As one runner crosses the finish line or 
a slight rise, she sighs wistfully as she eye: 
her bagel. “In Peking," she recalls, “they 
serve dim sum." 8 
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SOME T HING 


VVE DOFT Y 


HAv E THE 


TECHNOLOGII» 


TO MAKE. 


Through commitment, 
innovation and technological 
leadership, Samsung 

has become one of the world's 
fastest-growing resources. 

Not only are we at the forefront 
of electronics, but we've 
received worldwide recognition 
for our advances in 

chemicals and engineering as 
well. Below are just 

a few examples of how we're 
making technology work 

for everyone. For more, write 
C.P.0. Box 1580, 


Seoul, Korea. Fax 02-724-0551. 


SAMSUNG 


Technology that works for life. 


ELECTRONICS 

64 M DRAM semiconductors 
RISC workstation 

100,000 circuit phone switching 
Laser disc player 

279-gram cellular phone 


Handwriting recognition PC 


ENGINEERING 

Double-hull oil tanker 

Liquified natural gas tanker 
Panamax container ship 
Post-Panamax container crane 


MX series excavators 


CHEMICALS 
Aipha interferon 
1PP superfine wool 


Petrochemicals 


© 1992 The Samsung Group 
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"ALIE p ay 2 


Be there in time to catch your biggest investment opportunity. 


Located in the very heart of Jakarta - the 
upcoming business centre in South East Asia - 
you will find an enchanting, environmentally 
planned prime business estate prepared to 
welcome the golden era of The Pacific Rim. The 
new Bandar Kemayoran. 

Planned to become an international 
centre with world standard 
infrastructure and services, Bandar Kemayoran 
Jakarta International Trade 


business 


will feature: 


Fairgrounds (the largest in the region), an 


international trade centre, offices, hotels, 
luxurious apartments and condominiums, malls 
and a sports centre. 

Proud of its tropical garden environment 
with botanical and forestry parks, Bandar 
Kemayoran offers you the best return for your 
property investment. 

So, be the early bird that catches the 


worm. For further information contact Mr. 


Panarto Prawoto, Kemayoran Development 
Authority, Jalan Angkasa, Kemayoran, Jakarta, 
Indonesia, Phone: (62-01) 421 7112, 421 7117, 


Fax: (64-021) 421 7421. 


BANDAR 
KEMAYORAN 


The investment opportunity 
that makes sense 
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Maruti's aggressive export policy takes on Europe 





elcome to the chanaing Indian scene. Over the past 

16 months has seen the most drastic re-orienting of 

economic policy since the country became independ- 

ent from British rule in 1947. Many of the old 
shibboleths have gone out of the window, along with state trad- 
ing. Brought in their place is a wide-ranging programme that aims 
at better management of the economy, economic deregulation 
and (after 45 years of being a protected economy) an opening up 
to the world. 

The new headquarters of the State Trading Corp. (STC) stands 
like a giant monolith in New Delhi's busy downtown commercial 
centre. The 25-storey structure took several years to build, and 
(like many public sector projects) ran into enormous cost over- 
runs. But now that the building is ready, STC ironically has no use 
for much of the space inside. 

Since its creation in the mid-1950s, STC 
has been the Indian Government's mo- 
nopoly trading arm for several items, with 
exclusive rights to export and import pro- 
ducts as varied as sugar, newsprint and ed- 
ible oils. Those were the years of state 


26 NOVEMBER 1992 





This special supplement was 
written by T. N. Ninan. 








India opens up 


control on virtually every facet of economic activity. 

With deregulation, trade has also been thrown open. Almost 
ovemight, STC has lost much of the reason for its existence. Its 
trading activity has shrunk, and hundreds of its employees have 
left after accepting a "golden handshake" under a voluntary retire- 
ment scheme. Stuck with acres of office space that it no longer 
needs, the crisis-ridden company is now hawking space to private 
companies. 

A study in contrast is ITC, the Indian affiliate of BAT 
Industries, which is going global with its new trading arm, 
and setting up offices in Singapore and Dubai, with more 
to follow. Says ITC chairman K. L. Chugh: "In the past, we 
diversified from our core business of tobacco and ventured into 
hotels, paper manufacturing and agro-products. Now we want to 
take the company global.” 

Fifteen kilometres from the STC office 
in New Delhi, Steve Brandon of General 
Electric (GE) sits in another high-rise tower 
and ponders over ways of bringing his 
company into the Indian market with fi- 
nancial services, and perhaps even televi- 
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sion programmes through NBC (which GE owns). GE has already 
tied up joint ventures in white goods (refrigerators, plastics and 
lighting systems). 

Says Brandon: "GE has 13 businesses worldwide, and we'd 
like to bring to India as many as possible of those 13 areas of 
business." The target: take GE's business in India from US$150 
million last year to US$1 billion by the year 2000. On a recent 
visit to India, GE chairman Jack Welch said he saw India and 
China as two of the mega-markets of the next century. 

Spurred on by such vision, and the desire to speed economic 
growth beyond the 5.596 rate of growth achieved in the 1980s, 
the country has rewritten practically every rule book in a manner 
that would have been considered impossible even two years ago. 

The changes have marked virtually every facet of the Indian 
economy, from the stockmarket to the delicensing of industrial 
investment; from the financial sector to foreign investment; from 
public sector reform to trade policy; and from taxation to tourism. 

Simultaneously, the government has begun reining in the fiscal 
and monetary indiscipline that had been rampant throughout the 
1980s. Fiscal deficits have been targeted to 
be brought down from 8.596 of GDP two 
years ago to 596 this year, with further 
reductions planned for the future. Money 
supply growth is to be cut back sharply. As 
a result of these two measures, inflation 6- 
has already come down from an annual 
rate of 16.796 in August last year to 9.896 5- 
. now. The target for the year (ending March) re 


is 7%. ; 
These stabilisation measures, precipitated 3- X 
by an acute foreign exchange crisis that 9- z 


forced the government to go to the Inter- 
national Monetary Fund (IMF) for a US$2.2 1 
billion stand-by loan arrangement, meant a 
recessionary shock to the economy last year. 
Temporary trade curbs saw imports slump 
19%, and exports fall 2%. Industry saw no 
growth at all in 1991-92 (April-March), after 
years of 8% growth and more. And invest- 
ment too slowed down in the face of the 
uncertainty. 

But now that the stabilisation programme 
is on its way, there are signs of economic 
recovery, and a new optimism. Exports have 
shown a mild uptum (4.6% growth in April- 
August), and industrial growth has resur- 
faced (4% in April-June). The growth rates 
are still modest (the export growth target 
for the year is 12%), but the monthly ex- 
port figures show a steady upward trend. 
For instance, export growth in May was 0.3%, but by August it 
had reached 15.9%. 

Meanwhile, recession still stalks important industrial sectors, 
like automobiles. Some indices even suggest that industrial pro- 
duction dipped in July. There are also rumblings in the ruling 
Congress party and in trade union circles about the new direction 
of policy. 

But the government remains firmly committed to the changes. 
Finance Minister Manmohan Singh, who is the architect of many 
of the changes, said in a recent interview that the economy was 
pulling out of last year’s trough, and returning to the growth path. 
“We announced a target growth rate (for 1992-93) of 3.5%. It 
might be 4%, it could be even more.” Pranab Mukherjee, deputy 
chairman of the Planning Commission, also forecasts that eco- 
nomic growth this year will be around 4%. 

As a result of these mildly upbeat numbers, the crisis atmos- 
phere of 1990-91 has given way to a new optimism. Says P. 
Chidambaram, who as commerce minister until a few months ago 
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steered India’s trade policy into unfettered waters: “While there is 


some export growth, the rate of growth is very sluggish . . . [But 
it] is, of course, a remarkable improvement over the negative 
performance in the first quarter of 1991-92.” 

Most heartening of all, foreign exchange reserves have soared 
from barely US$1 billion last year to more than US$5 billion, and 
the stand-by arrangement with the IMF is to be converted into a 
larger loan programme of perhaps up to US$9 billion. This will 
of course be tied in with an even more ambitious reform pro- 
gramme. 

An IMF review team was in New Delhi in the second half of 
October, and left after satisfying itself that the government was 
meeting all its reform targets. Says Tarun Das, director-general of 
the Confederation of Indian Industry: “The government is on the 
right track with its reform programme, and it should now move 
ahead faster and with greater confidence.” 

Earlier this year, the government had seemed to be slowing 
down on the pace of reform, enmeshed as it was in a large 
financial scam involving both banks and the stockmarket. While a 
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parliamentary investigation into the scam continues, so far the 
government has managed to contain the political damage flowing 
from the scam, and in recent weeks, has come out with one 
reform measure after another. More are expected in the coming 
months. 

In the near future, further reform measures are expected on 
many other critical fronts: a more liberal policy with regard to 
industrial closures and retrenchment, financial sector reform, 
amendment of the Foreign Exchange Regulations Act (which 
governs, among other things, foreign investment in India) and tax 
policy. 

In August, a committee headed by fiscal expert Raja Chelliah, 
of the National Institute of Public Finance and Policy, submitted 
a detailed report suggesting drastic reform of the country's tax 
policy. In essence, the report (along with an earlier one by the 
same committee last year) arques in favour of lower rates of 
taxation, but with a broader spread to rope in those who are not 
currently in the tax net. 
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India today ranks twelfth in the world with a GDP of US $ 240 
billion. It is the third largest economy in Asia and the eleventh 
largest in the world. In the past 12 months new investments by 
international giants like BMW, Du Pont, IBM and Coca Cola have 
been approved by the Government. India's steps to join the global 
economy present a new world of opportunity. Not the least of 


which is the chance to cater to India's evergrowing middle class. 


The time is now for Foreign Institutional Investors to enter the Indian 


Capital Markets and get some of the highest returns in the world. 


INDIA’S LARGEST BANK CAN HELP YOU INVEST _ 
IN THE WORLD’S FASTEST GROWING CAPITAL MARKET. | 





And State Bank of India has authorised 16 of its Branches to 
handle the business of foreign investors and invest for them in the 


Indian Capital Market. Including getting the necessary permissions. 


Yes! India is poised for tremendous economic growth and you, 
even as a Foreign Institutional Investor can profit from it. With a litle 


help from India's largest bank. State Bank. 


For details contact: 

State Bank of India, International Division, 13th Floor, Madame Coma Road, 
Post Box No. 10121, Bombay 400 021, INDIA. 

Telephone: 2022426/ 2028664 

Telex: 0118-2995 SBID IN, 0118-2588 INDSB IN 

Fax: 1221 204 0073 DT 


SBI 2063/92 


Overseas offices at: New York € Chicago * los Angeles € Toronto ® Ponoma e london 
* Paris @ Frankfurt © Antwerp * Hong Kong 9 Singapore * Tokyo * Osaka * Colombo * Male 
e Dhaka © Bahrain € lagos* € Bhutan* € Washington * Sao Paulo * Kuwait € Dubai 
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The second report calls for a reduction 
in corporate taxes (from 51.7596 to 4096 
over two years), and the introduction of a 
comprehensive value added tax. Says 
Chelliah: "My report suggests a system 
which is as different from what exists now 
as day is from night." 

The government has already begun mov- 
ing in this general direction. The maximum 
rate of income tax has been dropped from 
5696 to 44.896, and is likely to drop to 
40% next year. The maximum customs tariff 
in what has been an extremely protected 
economy has been slashed from 300% to 
110%, and average tariff levels are to come 
down to no more than 30% or so in about 
three years. Until a couple of years ago, 
the average tariff level was as high as 90% 
— by far the highest in the world. 

Meanwhile, the rupee is to be made a 


convertible currency, ending decades of exchange control on trade 
transactions. Several areas of control have already been removed 
or eased — access to foreign exchange for travel abroad, for 
example — and on restrictions governing dividend repatriation. 





Siemen's Reinhardt: impressed by reforms. 


eign exchange, and the rupee value is nc 
longer officially determined for up to 609€ 
of export earnings. This dual exchange 
system will go when full convertibility comes- 
for trade and current account transactions 
perhaps with the next budget in February. 
(Capital flows, however, will continue to be 
regulated by the Reserve Bank of India.) 

As Manmohan Singh has argued, thes 
tentative steps towards putting an end tow 
exchange control have worked well so far. 
and the rupee's external value has beer: 
stable since March. "That rate has beens 
pretty stable. There has been inflow off 
capital through remittances, which is why 
there is no volatility in exchange rates 
despite the weakness of our export 
efforts.” 

For an economy that has been regu- 
lated beyond reasonable measure for sow 


long, these are breathtaking changes. In their essence, the changes: 
bring competition (domestic and foreign) into previously controlledii 
markets, and bring Indian economic policy in line with what iss 
happening in much of the world. 


Exporters are allowed to retain some of their earnings in for- 


FOREIGN INVESTMENT 


Power to the foreigners 


In July, the government formally invited foreign investment in 
two crucial sectors which had been closed to foreign compa- 
nies until then: power and oil. Some 28 oilfields have been 
thrown open to foreign companies, and the government has 
also cleared foreign equity in three large oil refineries. 

Also, in October, the government formally allowed foreign 
companies into another previously closed sector, telecommu- 
nications, by selecting several private companies which had 
tied up with the big international telecom giants to provide 
mobile phones and paging services in the country’s four big- 
gest cities. Says H. P. Wagle, chairman of the Telecom Com- 
mission: “We have opened up value-added telecommunication 
services, where the private sector has both the technology and 
_ the marketing skills.” 

The response to many of these measures has been enthu- 
siastic. In the field of electric power, some 29 foreign utility 
companies have applied for setting up power plants with a 
combined capacity of 16,000 MW, involving an investment of 
US$12 billion. And foreign institutional investors are expected 
to pour US$2 billion into India's stockmarket over the next 
year, according to G. V. Ramakrishna, chairman of the Secu- 
rities Exchange Board of India (SEBI). SEBI is gearing up to 
process applications from up to 100 foreign institutions which 
it thinks will wish to invest in Indian shares. 

Foreign investment has already been flowing in through 
joint ventures, which the government has been flagging through 
at a rapid clip. Clearances for such investment used to hover 
between US$100 million and US$200 million each year. But 
over the past 16 months, that figure has soared to US$1.3 
billion. Companies like IBM, General Motors (GM), Coca-Cola, 
Michelin, Benetton and Fujitsu have decided to enter the In- 
dian market. 

Those who already had a presence in India through joint 


FAR EASTERN ECONOMIC REVIEW 


It is a sign of the times that, despite such wholesale restructur- 


ventures, are increasing their equity to take majority control, 
helped along by a new policy that encourages this. Suzuki, for 
instance, has already increased its stake in the Indian car com- 
pany Maruti Udyog from 40% to 51%, with the rest held by 
the government. 

Maruti managing director R. C. Bhargava said: “Now that 
Suzuki has majority shareholding, we will be free from 
government control, and Suzuki plans to base its small car 
production in India.” Maruti already exports in a small way to 
countries like France and Italy, and plans to launch shortly a 
new AEN aimed at capturing a bigger share of the European 
mar 

Other companies, like Siemens (which has been in India for 
many years), also see the signs of change. Siemens managing 
director E. Reinhardt says, "We have already experienced the 
positive effects of changes in the policies . . . Our application 
for the clearance of a switching project came forth within 10 
days of submission." Similarly, a software project was cleared 
by the Reserve Bank of India in 15 days, and then by the 
Ministry of Industry in a month. “In the past, such clearances 
would have taken between six months and one year, or even 
longer," says Reinhardt. 

Most foreign companies find the large Indian market (a total 
population of 850 million, and a middle class of 150 million) 
the major attraction. But many see India as an attractive place 
to source global supplies. GM has decided to team up with the 
local Hindustan Motors to manufacture its Astra model, but is 
also shifting a radiator caps factory to India for exporting to 
GM businesses worldwide. Says C. K. Birla, vice-chairman of 
Hindustan Motors: "The Astra project is for the Indian market, 
but GM will be sourcing the supply of many automobile com- 
ponents from India." 

The aerated soft drinks business is a good example of how 
India has become more friendly to foreign investors. It took 
Pepsi five years of hard work and lobbying before the com- 
pany was allowed to enter the Indian market in 1989. But that 
was on stiff conditions with regard to local equity partnership 
and export commitments. A couple of years later, Coca-Cola 
found it easier to get in — and on far easier terms. € 
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HAVING SET HIGH STANDARDS 


FOR OURSELVES, WE TEAMED 
UP WITH WORLD ‘LEADERS TO 
ACHIEVE THEM. 


Anand Group of companies have pioneered state-of-the-art auto ancillaries i in India, in collaboration with 
world leaders. 


Dana Corporation, Gabriel Ride Control Products, Purolator Products and Federal-Mogul Corporation ofthe 
USA, Yamaha Motor Company of Japan and Degremont of France,to name a few. 


Today, our product portfolio extends from shock absorbers, filters and gaskets to high technology engine 
bearings, piston rings and environmental protection control systems. 


Anand — a dynamic group with a well defined global perspective. And a passion for high standards. 
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-Increasing efficiency by more than 20% 
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tions from Siemens are opening 
up new perspectives ~ in terms of 
cost-effectiveness, too. 
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Clean energy 


niy cost-effective, clean power 
generation will be able to meet the 
growing worldwide energy de- 
mand while conserving resources. 
We are committed to putting this 
principle into practice. In all fields 
Of power plant engineering we 
design, develop and supply state- 


Committed to the future. — 
iemens Power Generation . 
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FINANCIAL REFORM 


Deregulation catches on 


India's banks and other financial institutions have been highly 
regulated in every way, and dominated by more than two 
dozen t-owned banks. A report prepared by a com- 
mittee headed by M. Narasimham (a former governor of the 
Reserve Bank of India), calls for a greater role for private 
Indian and foreign banks in the financial sector. 

It stopped short of asking for privatisation of the state- 
owned banks, but the government told a parliamentary com- 
mittee a few weeks ago that it was thinking of inviting private 
equity into these banks in order to shore xs dn capital (eroded 
through years of dubious lending practi 

The stockmarket and bank scam es ma a slow-down of 
intended reform in this sector, with the functioning of both 
Indian and foreign banks having been shown to be in conflict 

_ with Reserve Bank guidelines. Many banks will lose millions of 
rupees as a result of the scam, and critics of the reform pro- 
gramme have argued that the reform process will encourage 
more such scams in the 

The government has argued, correctly, that the scam is 
unrelated to the reform process. And Reserve Bank Governor 
S. Venkitaramanan said in late October that the entry of new 
private banks was being actively considered, with the details to 


ing bodies like the seule Finance 
Corp. (IFC), also govemment-owned, will 
be inviting private equity too. Another 
large project-lending institution, the In- 
. dustrial Credit and Investment Corp., has 
already gone in for a large equity offer- 


ing .of economic policy, criticism from the 
usually vociferous left has been muted. This 
is in part a reflection of the general percep- 
tion in the country that things could not 
have continued for long as they had been 
going, and partly because few are able to 
offer an alternative set of cohesive policies 
. that will deliver the same goods. The time 
was ripe for a new beginning. Perhaps 
Manmohan Singh summed it up when he 
said that the new policies are aimed at 
releasing the "animal spirits" of Indian businessmen. 

Indeed, the growing sentiment is that the government should 
move faster and aim higher. Former commerce minister 
P. Chidambaram, who advocates a more gung-ho approach than 
Manmohan Singh, argued recently that the changes in industrial 
policy so far (large-scale delicensing, inviting foreign investment, 
etc.) were marked by hesitancy. He called for further delicensing, 
greater encouragement to the production of consumer durables 
(frowned on in the past as elitist), and an even more liberal atti- 
tude to foreign investment, plus drastic overhaul of laws like the 
Foreign Exchange Regulations Act (FERA) and the Companies 
Act. 

As it happens, changes to both laws have been expected for 
months, but are yet to be placed before parliament. But the law- 
makers may not have to wait much longer; the cabinet finally 
cleared a package of amendments to FERA in late October. The 
changes now await parliamentary approval. 
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Bombay Stock Exchange: scandal cools. 





S. S Nadkami, chri ol Tha Priest: Doser 
Bank of India (IDBI), the biggest project-lending institution in 
the country, points out that a freer financial market is 
operating in the country. As part of the deregulation of the 
financial sector, interest rates on loans are no longer control- 
led. Institutions like IDBI and IFC no longer get preferential 
funding at concessional rates of interest, and are being forced 
to go to the open money market. And the institutions are re- 
orienting themselves to function in the new environment. 

IDBI, for instance, is di into merchant banking and 
going into capital market related lending. It is also playing a 
crucial role in the restructuring of profitable public sector un- 
dertakings. Says Nadkarni: “We are becoming a financial su- 


Most observers welcome the changes. IDBI's managing di- 
rector, S. H. Khan, points out that the government is “moving 
in the right direction, and going step by step, which is a good 
thing because in the financial sector you can't do 
one shot." 

But others worry about the dangers of a partially deregulated 
financial sector. For instance, Nasser Munjee, chief economist 
with the Housing Development Finance Corp., says he is 
worried about the period of transition. "In the US, it was 
partial deregulation that caused problems for the savings and 
loans institutions as interest rate changes wiped them out. If 
we don't have a level playing field here, we could face prob- 
lems as well." 

Munjee also worries about the danger of the big institutions 

like IDBI and IFC dominating the 
: money market and crowding out the 

smaller players. “The key question is 
what is the total resource base in the 

economy, how will the funds flow, and 
4 what will be the instruments for con- 
trol.” + 


While foreign investment in India is rap- 
idly increasing, the govemment has simul- 
taneously made it easier for Indian busi- 
nesses to invest abroad, and removed sev- 
eral procedural hurdles. This has been gen- 
erally welcomed by industry.:N. M. 
Dhuldhoya, president of the Associated 
Chambers of Commerce and Industry, has 
welcomed the changes as being in the "right 
direction.” 

It is now much easier for an industrialist 
like Aditya Birla, who has several ventures in Thailand, Indonesia 
and Malaysia, to function because until now, as he complains, it 
used to take up to nine months to get the government's clearance 
for joining the board of one of his companies overseas. 

Others, like Sanjay Dalmia of GTC Industries, have been buy- 
ing their way into public sector (former East) German companies 
that are being privatised. And the government itself is looking at 
ways of joining an oil refinery consortium for investment in the 
Central Asian republic of Kazakhstan. It is much too premature 
to talk in terms of a significant Indian industrial presence overseas. 
But as Indian industry prepares to face the prospect of functioning 
in a more open market, many of them are clearly looking for 
ways of going international on their own as a part of their own 
globalisation strategy. 

Meanwhile, people like Reinhardt of Siemens see the need for 
more changes. He says the government should “improve the 
infrastructure, that is, power, telecoms and transportation, so that 
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Industrial Development Bank of India, set up in 1964, is a akey : 
player in India's industrial transformation. Through its. | 
innovative policies and operations and nation-wide presence 

and coverage of assistance, IDBI has brought about directional. 
changes in the flow of industrial credit, helped capital | 
formation and contributed to India's industrial development. 
through support to new entrepreneurs, new technologies and | 
ventures. Its new thrust on competitiveness, total quality | | 
management and customised finance will help the Indian | 
industry turn a new leaf. As a forward looking DFI, IDBI is. | 
equipped to face the emerging challenges. | 
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_ India is competitive when compared to other countries in South- 
.. east Asia. [India should also] improve its work ethos, to make the 
environment conducive to higher productivity and quality." 

These are of course some of the more basic issues that need 
to be addressed, once the immediate policy changes have been 
pushed through. Indian roads are notoriously poor; its power 
supply is erratic and, in most states, unavailable at specified times 
of the day because of a shortage; end although the telecommu- 
nications system has improved immeasurably over the past dec- 
ade, it is still a long way behind what is available in other coun- 
tries. 

Indeed, the state electricity boards which are responsible for 


— much of the power grid in the country are so mismanaged and 


so far behind in paying their bills to suppliers that one board 
recently offered to sell a whole power station to settle its dues. 

Reform is difficult because power is hugely subsidised to speci- 
fied customers like farmers (some states virtually give power free), 
while the electricity boards are hopelessly over-manned, and inor- 
dinately corrupt. As a senior executive in the Confederation of 
Indian Industry pointed out, "Bringing about changes at this level 
will be far more difficult than rewriting the law with regard to 
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foreign investment." 

But in a variety of ways, change is on its way. The fact that 
private sector companies can now enter both power and telecom- 
munications means that more investment and new technology will 
flow into these sectors. The government has also worked hard at 
evolving a package of measures that will protect fresh investors in 
power from the problematic structures and tariffs of the existing 
power sector; for instance, foreign investors in power generating 
stations will get a quaranteed return on their equity, provided they 
achieve specified efficiency norms. Meanwhile, the World Bank is 
pino pressure on the government to introduce rational power 
tariffs. 

One of the most critical areas awaiting action is labour policy. 
The government has stepped gingerly in this area, given the 
political sensitivity attached to 
taking on the organised work- 
ing class. But “sick” public sec- 
tor companies are now being 
referred to the quasi-judicial 
Board for Industrial and Fi- 
nancial Restructuring, which has 
the power to order the closure 
of a non-viable unit. An ambi- 
tious voluntary retirement 
scheme is also being drawn up 
for the over-manned public 
sector, and tens of thousands 
of workers are expected to leave 
the National Textile Corp., 
which runs more than 100 tex- 
tile mills that had been taken 
over from their private sector 
owners in various stages be- 
tween 1971 and 1983. 

Changes in legislation are 
also expected to make it easier for managements to retrench 
workers, or close them down, while simultaneously making re- 
trenchment benefits more generous. The government has also set 
up a National Renewal Fund, with the help of World Bank money, 
to re-train and re-settle retrenched workers. 

While reform in the area of labour laws, the public sector and 
the financial sector still has a long way to go, many industrialists 
also point out that while the changes which have already been 
announced look good on paper, there isn't enough evidence of 
change on the ground. State administrations (as distinct from the 
central government) also have to de-bureaucratise their function- 
ing. Without such action, many companies will find that they are 
still hampered in their activities. 

Even in the central government, many requlations have been 
done away with, but the regulators stay in place because the 
government has shied away from wholesale retrenchment. To 
take one of many instances, the office of the Chief Controller of 
Imports and Exports (CCIE) has become redundant after the de- 
control of foreign trade, but in the wake of an agitation by CCIE 
staff, the government has given the office a new name (Director 
General of Foreign Trade) and kept the people in place. 

Even an ardent liberaliser like P. Chidambaram was unable, as 
commerce minister, to take the hit in his mouth when this issue 
was placed before him. But it must be said to the government's 
credit that a beginning has been made in trimming the size of the 
central bureaucracy; fresh recruitment has been scaled down, and 
many posts are being "surrendered." But the road ahead is a 
rocky one, and trimming the size of the government will come 
slowly, and in stages. 

Many companies find that — since deregulation has a way to 
go — they still have to run to the government for a variety of 
clearances before they can get moving with investment and re- 
lated decisions. For example, the Shriram Industrial Enterprises 





Foreign equity boost for cars. 
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“Nevertheless, there is no denying the- 


"We | 
-changes in. policy, : 
wut we also find that so much more needs - 
o be done in order to give effect to the. 


sweeping changes that have taken. place in 


the Indian economic environment. With the 


macroeconomic variables (like the fiscal 
leficit and monetary growth) on a more 
even keel than a couple of years ago. and 
industry and trade recovering from the 
shock of the foreign exchange crisis, the 
economy is now poised to return to the 
path of growth. The expectations of growth 


this year are still modest (about 4%, after - 


1.5% last year), and well short of the 5.5% 
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target for the next five years. But those in | 
favour of the government's policies argue | 


that more rapid growth will come after the — 


initial period of transition. 
Meanwhile, economists, even those who 


are in favour of the policy changes, point | 
to two dangers that lie ahead. One is that 
the economic restructuring will cause large- | 


scale unemployment. The second is that 
economic disparities will grow, especially 


since the government (in its attempt to | 
contain the deficit) has already been forced. 
to cut back spending on such items as health | 
care and nutrition: prograniaes that benefit 


the. poor. 


The government has no convincing re- - 
sponses to these charges, except to say | 


that everything cannot be done at the same | 
time; and some problems have to. wait | 


before they get their due attention. Mean- 


while, the key question is, of course, | 
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whether exports will grow at the 12% and . 
more that is needed in order to service the | 
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foreign exchange crisis. 





In part, as government. spokesmen j 
iphasise; the export performance would | 
; have shown significant growth. by. 
it were not for the virtual disappear- | 
of the former Soviet market. In the | 
of the dramatic collapse of the Soviet 
xports to this bloc dropped by | 
ast year, and have continued - 
rtually t the same rate this y year. - 
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Team Work. The principle behind many an 
accomplishment. The binding elementof 
the Asian Coalition of Housing Finance 
institutions. 

Unitedtheystand... 

The year: 1991. Thesetting: Asia. The 
players: Government Housing Bank, 
Thailand, Housing DevelopmentFinance 
Corporation, india, Korea Research 
instituteforHumanSettlementsandthe 
National Home Mortgage Finance 
Corporation, Philippines. 

Leading namesintheirrespective countries, 
these institutions formed a coalition, with 
onecommon goal. 

Tojointly promote market oriented housing 
finance systems that would be particularly 
responsive to the needs oflower income 
households. In Asia. 

Anexclusive Asian entity. Drawing fromits 
reservoir of Asian talent. To develop 
institutional capabilities towards meeting 
these goals. 

Astrength that comes from understanding 
needs, sharing problems, experiences, 
people and financial expertise. 

But mostimportantly ... going it together. 


Anamazingstart...Apromisingfuture 
Inits questto provide training facilities to 
develop local skills, the Coalition has 
already responded to requests for 
assistance from Vietnam, China and 
Mongolia. 

its strategy forthe future is well defined. 
Pians that will focus on three key areas. 
(0 Training: HDFC’s Centre for 
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PRESENTING THE ASIAN COALITION 
OF HOUSING FINANCE INSTITUTIONS. 
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Housing Finance (CHF) inIndía,is . 
expandingitstrainingprogrammes — 
tosuitemergingneedsoftheAsian 
region. TER 

(ii) ^ Research: AnAsian Network of | 
Housing Researchisinitsformative 
stages. Comprising Asian 
individuals with outstandingtrack- 
records. It will beaffiliatedtothe- _ 
European Network Research, 
Swedento broaden horizons. 

(i) Directory of Resources:The 
Coalition will shortly publisha = 
directoryofhousingrelatedagencies ^ 
in Asia. Providing information on 
research andtraining institutions, 
university courses, consultancy 
servicesandlibraryresources. — 


Many,manyhands makelightwork 
The Coalition doesn't envisage itself as 
being merely an association of housing 
finance institutions in Asia. 
Ithopestoemergeasamajorintellectua| . | | 
and resource centre for shelter | | 
developmentin Asia. Withawelldefined f  . 
range of activities. | 
If your field of activity lies withinthese. 
parameters, and if you see yourself asa 
major contributorytothis process eitheras. 
anindividualoraninstitution, callorwriteto: 


Secretariat 

Mr. Nasser Munjee, Project Consultant 
HDFC 

Ramon House, 169, Backbay Reclamation 
Bombay 400 020, India. 

Phone:2046986 Fax: 22-204 6758 
Telex:11-86762 
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Since this market accounted for about a fifth of the country's 
total exports, this precipitous drop has obviously affected over- 
all export performance. In fact, exports to the rest of the world 
grew by 11% in April-August this year (compared to 4.6% for 
all exports, including to the former Soviet Union). This is not at 
all bad, given the recession sweeping so many developed 
economies, and the uncertainties of the economic transition in 
India itself. 

Certainly, there can be no denying that many Indian com- 
panies are looking at exports far more seriously than they 
have done in the past. It was an old complaint, for example, that 
the biggest Indian companies were happy exploiting the Indian 
market, and most of them imported far more than they exported. 
Indeed, small-scale industry had a better export performance (in 
relation to total tumover) than the large companies. But P. J. 
Kurien, minister of state for industry and commerce, says that this 
will now change, and that the government has begun detailed 
talks with the large companies to increase their export-to-tumover 
ratio. 

Even before this exercise began, companies like Tata Steel, 
ITC and Hindustan Lever had been rapidly expanding their export 
plans, spurred on by the fact that (in the wake of the rupee's 
substantial devaluation over the past year), exports are now a very 
profitable proposition. Until July 1991, every dollar of export 
. revenue fetched about Rs 18 (70 US cents). Now a dollar fetches 
more than Rs 28. Besides, profits earned on exports are free 
from corporate tax. Many observers now feel that the problem 
with Indian exports is no longer price attractiveness, but quality, 
reliable delivery and packaging. 

Critics argue that India is reaching out to the world at a par- 
ticularly difficult time. A recession haunts many of the developed 
economies, some of which are getting increasingly protectionist, 
while the Gatt negotiations have foundered. In addition, India is 
under pressure from countries like the United States to open up 
its own markets, and to tighten its patent laws. The fear that the 
world may be carved up into competing trading blocs (a unified 
European market, the North American Free Trade Area, and 
Japan), leaving countries like India out in the cold, is also widely 
prevalent. 

These are very real problems. But it is a measure of the 
growing confidence of Indian industry that many Indian drug com- 
panies, which were in the forefront of the battle to prevent a 
tightening of patent laws, believe that while change will come, 
they will continue to prosper and export. 

Indian drug exports have been growing rapidly in recent years, 
and Parvinder Singh, managing director of Ranbaxy Laboratories 
(one of India's leading drug companies) says he is not at all 
worried about the implications of the changes in patent laws 
proposed by the director-general of Gatt, Arthur Dunkel. Says 
Singh: "The transition period before the new patent regime comes 
into effect will give us enough time to adapt to the new environ- 
ment." 

While the sceptics continue to fear that the changes initiated 
by the government under the influence of the World Bank and the 
IMF are fundamentally misconceived, and that Manmohan Singh 
will lead the Indian economy into ancther, more serious debt trap, 
. the betting by the architects of the policy changes is that this will 
- not happen. A Finance Ministry official pointed out that after 
China launched its own reform programme in 1978, the country 
has grown at an annual average rate of more than 996, doubling 
GDP every eight years, and that China now had foreign exchange 
reserves of no less than US$40 billion. 

The hope, obviously, is that something similar will happen in 
India. That exports will indeed grow fast enough, that foreign 
investment will flow into the economy, and that a freer economic 
environment and more rapid growth will bring economic benefits 
to the common man at a speed and on a scale that the more 
controlled climate of the past 45 years failed to do. + 
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Facelift for tourism policy. 


TOURISM 


Target for growth 


In sectors like tourism and travel, the world has shown that 
it will respond. India’s tourism policy saw a dramatic face- 
lift last May, with the announcement of an “action plan.” 
This is aimed at more than doubling India's share of world 
tourist traffic in five years. Foreign exchange earnings from 
tourism are projected to quadruple in the 1990s, to US$3.5 
billion. B. K. Goswami, secretary in the department of 
tourism, believes the target will be met well before the end 
of the decade. 

A doubling of hotel capacity is planned for the next 
three years. Already, tourist arrivals have increased sharply, 
from 1.45 million last year to an anticipated 2 million this 

year. And revenue from tourism is expected to increase 
fom US$1.25 billion last year to US$1.76 billion this year. 

Many international hotel chains are making a bee-line 
for India, including the Regent chain, Club Mediterranean, 
Days Inn, Best Western, Quality Inn and Southern Cross. 
But a government proposal sell off state-owned India Tour- 
ism Development Corp. hotels has been put on the 
backburner, for fear of political and trade union criticism. 

In civil aviation, the government has liberalised access to 
the Indian market for foreign airlines. New services to India 
have been introduced in recent weeks by Delta and United 
Airlines. Those planning to start flying to India in the near 
future include American Airlines and SAS. 

Air charters are being encouraged as well. The number 
of tourist-carrying charters is expected to go up from 120 
last year to 600 this year. Domestic air operations are 
being dressed up with a new "open skies" policy that has 
put an end to the monopoly of the state-owned Indian 
Airlines. 

Civil aviation secretary S. Kanungo says the law govern- 
ing airline functioning will be amended soon to encourage 
the unfettered operations of private airlines. And in mid- 
October, Civil Aviation Minister Madhavrao Scindia said at 
the diamond jubilee celebrations of the state-owned Air 
India, that the airline will soon offer equity to the public. e 
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*oet Timur Zulfikharov, nominated for the Nobel Prize. 
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CENTRAL ASIA 


Old men in traditional garb: cultural revival. 
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Heroes old and new 


Pantheon now includes Tamerlane, Babur and communist leaders 


3y Ahmed Rashid in Tashkent 


n Tashkent, a magnificent new statue 

of the “conqueror of the world” 

Timur Leng, or Tamerlane, is to be 

erected where Lenin once pointed his 
bronze finger down at the Uzbek people. 
Timur, the 14th-century conqueror who 
ruled from Moscow to Delhi from his capi- 
al in Samarkand, has been declared the 
national hero of Uzbekistan and suddenly 
Lenin Boulevard has become Timur Boul- 
evard, Lenin College changed to Timur 
Leng College, along with hundreds of 
other name changes. Timur is now the 
most popular name for newly born Uzbek 
male babies. 

Across Central Asia, the Uzbeks and Ta- 
jiks, the Kazakhs and Kirgyz — the heirs of 
the Mongols, Turks and Persians who con- 
quered the world many times over — are 
rediscovering a heroic past that commu- 
nism had tried but clearly failed to destroy. 
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A massive cultural revival is under way 
in which history is being rewritten, Islam 
is re-emerging from the closet but above 
all heroes of the past are becoming known 
to a new generation of young people. 
Much of the revival stems from the 
national anger felt when Russian heroes, 
scientists and literary figures were jammed 
down Central Asian throats, while Muslim 
figures were ignored. "Is Pushkin or 
Chekhov any less than Omar Khayyam or 
Firdausi?" asks Timur Zulfikharov, the 
most famous writer in Tajikistan and one 
of this year's nominees for the Nobel Prize 
in literature. “The Russians just presumed 
so. It was a typical colonial policy.” 

Andizan, in the Ferghana valley, is the 
birthplace of the Emperor Babur, who left 
his lush land to conquer India and set up 
the Mogul dynasty. His home has been 
converted into a small but enchanting 
museum. The artifacts displayed may not 
be genuine, but Uzbeks now visit the 
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museum with awe and pride. Babur has 
been declared a national hero by Uzbe- 
kistan though, ironically, Babur was de- 
feated by the Shaybani tribe, which set up 
the first Uzbek kingdom in the 15th cen- 
tury. 

Babur is now also claimed as a hero by 
Uzbekistan's neighbours, the Kirgyz. Over- 
looking the southern Kirgyz town of Osh, 
travellers and pilgrims climb nearly 1,000 
metres to the top of a mountain that gives 
a stunning view of the city and the 
Ferghana valley. Here, at the age of 14, 
Babur, who was already a prince, a poet, a 
renowned gardener and a Sufi, or Muslim 
mystic, retired to carry out chilla — the 40 
days of silent meditation while surviving 
on just bread and water that Sufis undergo 
every year. 

The Kirgyz revived his memory. “Stalin 
destroyed the shrine that was erected here 
to wipe out the memory of Babur and our 
spiritual forefathers,” said Umarjan 
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Kasimov, who rebuilt the shrine after tak- 
ing out a collection from local villagers. 
"But nobody forgets their history, even if 
communism had lasted 1,000 years." At the 
shrine ageing Sufis sit and tell the story of 
Babur to pilgrims who come to pray and 
ask for blessings from the conqueror, who 
is now considered a saint. 

Even old communists, who in their time 
carried out Moscow's bidding and crushed 
local dissent and Islam, are being resur- 
rected as nationalist leaders if they fell vic- 
tim to Stalin's purges or defied Moscow on 
some issues. In Dzizak, a city a few kilo- 
metres north of Samarkand in Uzbekistan, 
such a revival is under way. In October a 
massive statue of Sharaf Rashidov, general 
secretary of the Communist Party of 
Uzbekistan from 1959 to 1983, was set up 
in the renamed Rashidov Square in the 
centre of town. 

Rashidov was involved in the biggest 
corruption scandal in the party since 1917. 
He is believed to have siphoned off the 
equivalent of some US$2 billion during his 
tenure by issuing false cotton output statis- 
tics for Uzbekistan that were far higher 
than what was actually produced. An in- 
vestigation was launched in 1985 by 
Mikhail Gorbachov but was not completed 
until 1987. Meanwhile, Rashidov had died 
in 1986 and was buried with honours in a 









prominent location. 

After the investigation, however, Rashi- 
dov was posthumously disgraced and his 
body removed from its prominent burial 
place in Tashkent. Some 2,600 Uzbek offi- 
cials were jailed by Moscow for their role 
in the scandal. The investigation took on a 
racist colouring with many Russians con- 
vinced that all Uzbeks are mafioso. 

Today Rashidov is a hero, considered a 
brilliant strategist for making a fool out of 
Moscow, a nationalist for promoting 
Uzbeks in the party hierarchy and allow- 
ing them to fleece Moscow. "Maybe he was 
corrupt but the money went to Uzbeks," 
said a lawyer in Dzizak. "That's not such a 
bad thing. And he promoted many Uzbeks 
in the party." Today his portrait is plas- 
tered all over town, his busts are sold in 
shops and his popularity is spreading 
across Uzbekistan. 

Other communists, now considered 
Uzbek nationalists, are also being revived. 
Faizulla Khojaev and Akmal Ikramov, two 
of Uzbekistan's earliest communists and 
top party leaders in the 1930's, mildly re- 
sisted Stalin's plan to force Uzbekistan to 
grow more cotton. They wanted a more 
balanced economy for Uzbekistan and 
were executed in the purges of 1937. Both 
men are now considered heroes and pam- 
phlets about their lives are available on 
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street stalls. 

Sultan Galiev, a Tartar Muslim ane 
early communist who tried to persuad 
Lenin to create a Muslim communist part 
but was later purged by Stalin, is consid 
ered a national hero across Central Asie 
So are the Jadids, the progressive Muslin 
writers and teachers of the late 19th cen 
tury who joined the 1917 Revolution in th. 
hope that Islam and local nationalisn 
would be accommodated in Lenin's pro 
gramme. Photocopies of their writings 
largely culled from Western books anc 
retranslated into Russian, are being dis 
tributed by intellectuals. 

However, heroes are still disputed is 
Tajikistan where a bloody civil war ha 
continued for the past three months. In th« 
Tajik capital of Dushanbe, where Persian i: 
the national language, the most visible 
change since the breakup of the Sovie 
Union is that the statue of Lenin in the cen 
tre of town has already been replaced by 
the towering figure of Firdausi, the 10th 
century Persian poet and author of th« 
Shahnamah, or "Book of Kings." However 
in the northern city of Leninabad, now re 
named Khojent, Lenin still smiles dows 
from almost every street corner and Lenir 
busts are still sold in the bazaar. The north 
is still strongly pro-communist, while the 
south and Dushanbe are under the influ: 
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nce of Islamic fundamentalists and nation- mently anti-Russian but they still have to 
lists. produce a coherent ideology that fits in 

An Islamic revival is sweeping through with their real economic and social reality. 
mCentral Asia along with a desire to read The ruling elite is borrowing a little from 

"ancient poets and writers in the original Islam and paying lip service to national- 

Arabic script. The scripts of Uzbek and ism, but they, too, are finding themselves 
ther Central Asian languages were writ- in an ideological and political vacuum. 

b in Arabic until 1929, when Stalin re- Some, like President Nursultan Nazar- 

E them with the Latin script. In 1940 bayev of Kazakhstan, have tried to bring 
he Latin script was replaced by Cyrillic, about rapid economic reform. He is curb- 

mcreating chaos in literature and the arts. ing political dissent under the slogan of 

Many of those writers considered too Is- freeing the market first to improve people's 
lamic or nationalist were never translated standard of living. Others, like President 
into Cyrillic and entire generations have Islam Karimov of Uzbekistan, who has 

EC out on their cultural heritage. Now been slow to reform the economy, now 
zbek and Kazakh nationalists are send- find themselves leaning over to the Islamic 

Ming their children to schools where Arabic fundamentalists one day and the national- 

Ws taught and original literature from the ists the next. After spending their lives 

past is being cyclostyled and sold in the within the safe cocoon of communist ideol- 
streets. ogy, they are trying to define themselves 
The revival of ancient heroes and lite- according to their past glories and future 
rature in Central Asia is part of a much aspirations. Thus, even for the ruling elites, 
wider debate of what these five new the revival of old heroes serves many ends. 
nation-states stand for. With communist For the people it is a welcome diversion 
ideology abandoned but with communist to be able to talk and learn about their his- 
elites still in power across the entire region, torical and literary forefathers, whom Sta- 
a new political battle is being fought be- lin tried to wipe out from their collective 
tween Islamic fundamentalists on one memories. For the peoples of Central Asia, 
hand and secular nationalists on the other. reliving the past is more than just a fash- 
Liberal democrats occupy a weak position ion, it is a way to create a better under- 
in the middle. oe - A standing of how to build a still uncertain 

The extremist movements are vehe- Persian poet has replaced Lenin. future. * 
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Ñ | We Bring Birds Of A Feather Together, 
N Wherever We Fly. 


China Airlines brings you together with It's this belief that's inspired our per- 
fellow passengers from the most sonalized service and efficient flight 


fascinating places around the world. schedules ever since we started flying. 
We think making these personal connec- When you fly with China Airlines, you'll 
tions evokes a feeling of natural affini- discover it's a small world after all! 
ty one that's based on an ancient 

Chinese belief called ''Yuan-Fen'* We treasure each encounter. 


CHINA AIRLINES 


TAIPEI, TAIWAN, ROC 
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Derivatives may look confusing on the surface, but their underlying logic is compelling and 
clear. At J.P. Morgan we present all the alternatives to help our clients choose the course that's 


best for them. 








Derivatives don't make riski isappear, bi 


... exchange a risk you'd ı rather not take 


E accept. Options, swaps, and other derivatives tue Sepe n in essence, but 
. since they're so versatile, evaluating their various uses can be complex. 


o hat's especially true with newer derivatives linked to commodity and 


equity indices. But it's not our style to magnify complexity. Our success — 
has always been based on helping clients think through every situation — — 
fully and clearly. Then we draw on the technical resources of our global — 
. network to design the specific tactic that fits your particular strategy. By — 

taking the mystery out of derivatives, we make it easier to take erdt x - 
of these important financial tools. It’s a key reason we ve become a leader 





- im the full range of risk management products. 
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AUSTRALIA 


Images of Asia 


Films reflect ambivalence felt by many 


By Tina Faulk in Canberra 


ustralians have always felt 
A ambivalent towards Asia and 

nowhere is this more evident 
than in films made in this country. 

By and large, Australian films 
still reflect an Asia of stereotypes, of 
exotic beauty and wartime brutality. 
But now there are indications of the 
beginnings of change. 

Images of Japan continue to 
dominate Australian screens, big 
and small, but the images are slowly 
changing from ones of barely con- 
cealed racism and cultural insensi- 
tivity to ones encompassing greater 
tolerance and understanding. Japan, 
once a wartime enemy, is now 
locked, for better or worse, into Australia’s 
trading economy. 

While in 1947 Australian troops return- 
ing from Japan were advised they could 
not bring Japanese wives or fiancees into 
Australia — a ban lifted in 1952 — now 
planeloads of honeymooning Japanese 
tourists have kept Australia’s recession 
from worsening. Vietnamese housewives 
and shopkeepers have turned Cabramatta, 
a Sydney suburb, into a “Little Saigon,” 
and the muezzin calling Muslims to prayer 
is heard in all Australian capital cities. 

This is an Australia that, willingly or 
not, is experiencing Asianisation. But few 
films reflect that reality. Blood Oath, re- 
leased in 1990, portrayed a familiar theme, 
heroic Australians suffering under brutal 
Japanese. Its director, Brian Williams, was 
the son of the Allied military judge who 
presided over the post-war trials of Japa- 
nese soldiers accused of POW atrocities on 
the Indonesian island of Ambon. 

In A Town Like Alice, an old film remade 
into a TV miniseries in the eighties, veteran 
actor Bryan Brown plays an Australian 
prisoner of war who is first flogged, then 
crucified by his captors, a symbolic Christ- 
figure with an antipodean accent. 

Both Alice and Blood Oath showed mi- 
nor Japanese characters sympathetically 
portrayed. Yet these characters are shown 
as ineffective, powerless to prevent their 
own eventual fates. 

Other parts of Asia have not escaped 
the attention of Australian film makers. In 
The Good Woman of Bangkok, a 1992 docu- 
mentary, the film maker, Dennis O’Rourke, 
examined the high and low life of a Thai 
prostitute. By his own admission, 
O' Rourke first availed himself of her serv- 
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Film crew at Kyoto station. 


ices, then fell in love with his subject. 

Turtle Beach, also released in 1992, ruf- 
fled feelings in Malaysia with its depiction 
of kampong-dwellers attacking Vietnam- 
ese boat people as they struggled ashore, 
and a night-clubbing Malay prince. The 
film, which also featured willowy Joan 
Chen as a Vietnamese married to an eld- 
erly Australian diplomat desperately look- 
ing for her child among the refugees, was a 
monumental flop. 

“We've always had this thing about the 


Japanese, that they're out to get us," said 
Williams, director of Blood Oath, He said 
that perhaps Australians prefer the myth 
to the reality. Yet not all screen images are 
negative. Norwegian-Australian film 
maker Solrun Hoass has produced Greer, 
Tea and Cherry Ripe, a documentary about 
Japanese war brides in Australia, and fol- 
lowed it with Aya, a story of a war 
bride from Japan who, alienated and 
lonely in the unwelcoming Mel- 
bourne of the fifties, drifts from her 
husband into a love affair with a 
part-Japanese restaurateur. 

The film, a bitter-sweet commen- 
tary on interracial love, hit close tc 
the truth — mixed marriages often 
do not work, and the woman is usu- 
ally the loser. 

Green Tea and Cherry Ripe, based 
on the lives of Japanese women whc 
married Australian soldiers sta- 
tioned in Japan who, despite being 
wives and fiancées of Australian 
servicemen, were classed by Aus- 
tralia as "enemy aliens" until the 
signing of the peace treaty in 1952. 

Sydney film maker Noriku 
Sekiguchi, who admits to living in twc 
worlds, Australia and Japan, moved view- 
ers with her documentary When Mr: 
Hegarty Comes to Japan, which cleverly por- 
trayed the apprehension and unease as 
well as the striving towards better commu: 
nication that accompanies many Austral 
ian-Japanese interactions. 

Mrs Hegarty told of the visit to Japan o! 
Sekiguchi's Australian "Mum," elderly 
Joyce Hegarty from Sydney's western sub- 
urbs, a devoted Catholic, bowls player anc 
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BOOKS 


Postal affairs 


“Hello My Big Big Honey!": Love Letters to 
Bangkok Bar Girls collected by Dave Walker 
and Richard Erlich. Dragon Dance 
Publications, Bangkok. No price given. 


"P. S, This letter is not bullshit darling, 
it is the truth," writes a farang 
(foreigner) to his Thai girl- 
friend. 

Do people speak “the 
truth" in letters? Our first in- 
clination is to say yes. Let- 
ters are personal and often 
express intimate thoughts and 
fantasies, a private reality 
behind a public facade. But 
our farang clearly has some 
doubts, or why would he 
need his "P. S."? 

There are many kinds of 
letters. The love genre is one, 
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and this book contains a sub-set of tha 
genre, one plagued more than most by 
anxiety and suspicion. The letters invite 
you into a Freudian whirlpool of sexua 
fantasies and frustration, of damaged egos 
and haunting super-egos, of dreams o 
pure love and acts of cold calculation, anc 
a milieu of cross-cultural mayhem. 

The delirium is best expressed by c 
young Finn who tells his girlfriend he wil 
return to Bangkok and get a job as a Tuk 
Tuk driver. He fails to realise that she is ir 
the bars precisely to escapx 
the fate of being married to : 
Tuk Tuk driver! 

Love letters have been de 
scribed as an attempt t« 
achieve intimacy at a dis 
tance. This partly explains the 
intense declarations of love ir 
these letters and their sexua 
explicitness. Sex, after all, wa: 
the main form of communi 
cation in Thailand for thes 
correspondents. The womer 
speak little English, anc 
many of the men only broker 
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‘idow of Jack, who fought Sekiguchi's 
puntrymen in the war. Together Sekiguchi 
nd her guest explore the rituals of Japa- 
ese life. The muttered asides of elderly 
fr Sekiguchi, the film maker's father, ex- 


lained in the subtitles, provide much of | 


ne mirth. 

When Joyce produces a carefully 
rrapped gift, he mouths, “Try to look 
rateful" to his bemused wife, followed by 
Westerners have no manners, they expect 
ou to open presents right away." 

In Nagasaki, faced with the stark reality 
£ the atomic devastation, the past history 
K their respective sides, Sekiguchi can- 
idly admits that, at that time, she almost 
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alt hate for her “Mum.” But that moment | 


‘asses, They remain friends and Noriko, a 
buddhist, prays for Jack's spirit at the fam- 
y shrine. The film is something of a mile- 
tone showing Australians how Japanese 
eally see them and, in turn, showing the 
apanese how insecure those outgoing 
,ustralians really are, away from home. 
“Ironically, in making the film, I felt 
loser, more sympathetic, to Jack, the sol- 
lier who had fought the Japanese in New 


juinea,” Sekiguchi told an interviewer. | 
The war changed his life as it changed | 
ny family's life in Yokohama. Up to now, | 
Australian film makers tended to ignore | 
his period of history — the war with Ja- | 


»an — except to deal with it in a very 
iurocentric way because, for many Aus- 
ralians, it had meant trauma, unhappy 
nemories, a past most cinema audiences 
vanted to forget or never knew about. Yet 
his period, the war with Japan, had im- 
»ortant political, cultural and social impli- 
‘ations for Australians." G 





inglish, yet this is the medium they con- 
inue to use in the letters. 

The letters show an interesting reversal 
x roles between Thai women and farang 
nen. In Thailand the men could pick and 
choose. Back home they cannot and the 
nen become aware that the woman is still 
n a situation where she can. Thus the let- 


ers are full of declarations of faithfulness | 
ind sometimes desperation, and of inten- | 


ions to take the women out of the bars. 
[he motives are muddled, but no doubt 
he role reversal explains why many feel 
:ompelled to send money to the bargirls 
ong after they have left the "City of An- 
zels.” They are attempts at control from a 
listance. 

On the other hand, some men try to 
zive moral lessons or instructions on the 
dangers of Aids. The results of this remote 
counselling are evident in an interview 
with an Aids-conscious woman concern- 
ing sex without a condom: "If I have no 


money, I think I will do." That's the bot- | 


tom line. 
Although the letters in this book are fas- 
cinating, the psychological and social com- 
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plexities they express require a deft touch, 
something the authors lack. 

The authors "rejected hundreds" of let- 
ters, but on what basis we are never told. 
What was their conception of the book? 
They concentrated on Thai women “who 
spoke relatively good English," though one 
of the authors supposedly speaks Thai. In 
such a fraught area would it not have been 
better to talk to the women in Thai? 

In the absence of a clear statement from 
the compilers we must guess at the book's 
intended audience. Probably other vo- 
yeurs, both those wanting to be titillated 
and those wanting to be enraged. 

Finally, make what you will of the 
book's shortest letter: "Dear Darling, 
money for December. Also for teeth, love 
Ep a Grant Evans 


Grant Evans teaches sociology at Hongkong 
University. 





How they ran 


Wither PAP’s Dominance? An Analysis of 
Singapore's 1991 General Elections by 
Bilveer Singh. Pelanduk Publications, 
Petaling Jaya. US$10. 


Goh Chok Tong succeeded Lee Kuan 
Yew as Prime Minister of Singapore in No- 
vember 1990. General elections were held 
in the republic in the following August, 
though not required under the constitution 
for another year. The timing of the polls is 
believed to have been influenced by the 
prospect of an economic downturn, but 
their prime purpose was to deliver an un- 
equivocal electoral endorsement of the new 
prime minister. 

Bilveer Singh, who teaches at the Na- 
tional University of Singapore, has written 
a detailed and instructive analysis of those 
elections and their political implications. 
Goh set himself the task of reversing a vot- 
ing trend which had been running against 
the ruling People’s Action Party (PAP) since 
1984. Great public importance was at- 
tached to that task, especially by Lee, who 
cast a political shadow by remaining in 
government as senior minister as well as 
by holding on to the office of PAP secre- 
tary-general. 

In the event, the PAP secured an over- 
whelming parliamentary majority with 77 
out of 81 seats. The loss of four seats to 
opposition parties together with slim ma- 
jorities in nine other constituencies came as 
a shock, however. Moreover, the adverse 
electoral trend was sustained with the rul- 
ing party’s share of valid votes dropping 
to below 60%. The result was interpreted 
as a personal defeat for the new prime min- 
ister who had deliberately made it a test of 
his political credibility. 
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Singh explains how, by entering into an 
electoral pact and only nominating candi- 
dates for 40 seats, the opposition trans- 
formed the occasion into a by-election on a 
grand scale. The PAP was never at risk as a 
government, but voters were presented 
with an opportunity to give the ruling 
party a short sharp shock. 

The great merit of this volume is its 
analysis of what went wrong for the PAP in 
the light of its high electoral expectations. 
Goh presented himself as a prime minister 
with a style of rule fitted to the sensibilities 
and interests of a new generation of Singa- 
poreans. Singh dismisses this claim and 
argues convincingly that the change in po- 
litical style was more rhetorical than sub- 
stantive. Indeed, his indictment of the 
shortcomings of PAP rule is telling, with the 
party described as literally blind and deaf 
on the ground. 

The critique advanced to explain the 
electoral reverse goes beyond the conven- 
tional charge of intellectual 
and political arrogance re- 
currently levelled at the 
PAP government. The 1991 
elections were distin- 
guished by a novel elec- 
toral disenchantment aris- 
ing from a sense of 
economic deprivation in 
the midst of conspicuous 
prosperity on the part of 
lower income groups. 
Singh is less convinced of 
the relevance of the aliena- 
tion of Chinese-educated 
voters advanced by some 
ministers to explain the 
electoral outcome. 

Despite the virtues of 
this volume, Singh poses a somewhat 
misleading question in the book's title, as 
well as being less than consistent in his 
judgment on whether or not Goh has cast 
off Lee's shadow. With a majority of 77 to 
four in a parliament without the semblance 
of an alternative government, the PAP is 
not at major risk, despite the likely loss of 
seats in by-elections promised by Goh 
during the election campaign in August 
1991. 

At issue is not the political dominance 
of the PAP but the political future of Goh 
Chok Tong. Allied to that is the prospect of 
a creeping and self-reinforcing process of 
political alienation, should the government 
of Singapore continue to manage affairs of 
state as if there were something intrinsi- 
cally subversive about opposition in a par- 
liamentary democracy. The prospect and 
merits of a new politics in Singapore is the 
central theme of the text which is intended 
to contribute to constructive debate within 
the republic. = Michael Leifer 


Michael Leifer is pro-director of the London 
School of Economics. 
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Swinging Asia 


The East-West Pendulum by Robert Lloyd 
George. Woodhead-Faulkner, Hemel- 
Hempstead LIS$19.95. 


Although Asian nations, led by Chins 
were the world's leaders in technology us 
to about the 17th century, Western powe 
eventually reduced them to imperial chai 
tel, rapaciously extracting their silk, spice- 
ceramics and tea. For centuries, the balane 
of trade perennially favoured the West. 

Now, says Robert Lloyd George, tł 
East-West economic pendulum is arcing 
back towards Asia. Due to a postwe 
growth rate averaging 7%, against the 
West's 3%, "during the next 10 years [Asia 
will again be the centre of the worl 
economy." 

Lloyd George, great-grandson of thi 
British statesman, attempts to "analys 
risks and rewards fc 
investors . . ." in Asia. Hi 
book is too brief, genera 
and unfocused to be 
great success, but it cor 
tains some good insights. 

The book's greates 
strength is its narrov 
economic analysis. Lloye 
George cogently warn 
that the yen is "mor 
volatile than other Asia 
currencies...” but it # 
not "held in a peg" by 
central bank. In Taiwar 





the risks include th: 
"very weak regulation 
m™ and poor accounting 
standards .. .” within th 


securities market. 

No one can dispute Lloyd George's as 
sertion that “An investment in Hongkong 
is already an investment in China...” . 
promising but unstable giant. Unfortu 
nately, his wider analysis of China is a 
times confusing. 

We are told that "China will not again 
in the next fifty years, turn in on itself . . .' 
We are then told that in time, Peking’: 
policy of economic openness will “swing 
back . . . China will once again stress it: 
self-reliance." Perhaps the author feels th« 
mainland will vacillate between poles, bu 
the point is poorly articulated. 

To his credit, Lloyd George has the per 
spicacity to know that “without under 
standing the culture . . . behind the eco 
nomic statistics," investment decisions eas 
ily go awry. He correctly warns that "ther 
is almost a universal Chinese [and Ja 
panese] aversion” to legalisms. Unfortu 
nately, the author's skimming approact 
makes too few observations linking cul: 
tural norms with business practice. 

The book’s treatment of the strategic 
context of economic activity is also uneven 
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or example, Lloyd George refers only 
soadly to a “new strategic balance in Asia 
.” emerging in the 1990s. He fails to ex- 
wore the alarming prospect of an Ameri- 
n withdrawal from Asia, and the eco- 
ymic (and strategic) implications of the 
tential ensuing competition among re- 
onal states. 
However, Lloyd George is on target 
Ihen he says that analysts have neglected 
e issue of a Sino-Russian contest for con- 
| of the oil-rich Tarim Basin. Most of the 
lies in Xinjiang, and the author astutely 
edicts that “China is determin[ed] to 
aintain its Western borders . . .” 
Overall, investors will find Lloyd 
weorge’s book a good starting point, but 
ey will have to seek out more detailed 
ad comprehensive analysis before they 
et their money. m Victor Fic 


Wctor Fic is a journalist based in Tokyo. 





Var and Paik 


rom Pusan to Panmunjom by Paik Sun 
up. Brassey's, McLean, Virginia. US$24.95. 

















Near the beginning of his memoir of 
^e Korean War, South Korean general 
aik Sun Yup writes that on the first day of 
forth Korea's invasion his men were terri- 
ed of the enemy's tanks — monstrous 
bjects they had never seen before and 
gainst which they had no weapons. Paik 
yatched Republic of Korea soldiers grab 
rmfuls of explosives and grenades, climb 
nto Soviet T-34 tanks, and detonate the 
harges they were holding. These suicide 
aissions let Paik's division hold against the 
Jorth’s vast superiority on the first and 
econd day of battle. 

On the third day the tanks rolled into 
eoul, however, and within two months 
Ye North Koreans had driven the South- 
mers to the southeasternmost tip of the 
-orean peninsula. 

The suicide attacks are important for 
'aik despite their insignificance in the war. 
‘hey symbolise the courage he upholds in 
tis effort to rehabilitate the South Korean 
oldiers and army, maligned for decades 
s cowardly, ineffective and less-than-wor- 
hy recipients of US and UN military sup- 
"ort 


Restoring the name of the Korean army 
s an essential goal of the author, who in 
hree years of fighting rose from colonel to 
hief of staff. Paik attains his goal not only 
»y highlighting South Korean bravery, but 
dso by arguing that US, UN and South 
Corean soldiers paid dearly for critical er- 
ors made by US officers. 

The most significant blunder was Gen. 
2ouglas MacArthur's three-week refusal to 
iccept Paik's evidence that the Chinese 
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were preparing to intervene in the war — 
an error on which Paik pins blame for 
heavy UN and Korean casualties after the 
Chinese engagement. 

Paik's repudiation of US, South Korean 
and certain individuals’ bad judgment is 
restrained but clear. Unfortunately, his gra- 
ciousness knows no bounds or subtlety. At 
times the book reads like a list of names of 
people to whom he is eternally grateful. 


The thank-yous end about half way | 


through, however, and the reader is struck 


by Paik's description of the psychological | 
chill felt by the South Korean soldiers who, : 


while on their victorious northward ad- 
vance, are suddenly surrounded by hun- 
dreds of thousands of Chinese soldiers. 

Paik illustrates how well the Chinese 
learnt the lessons of that master of guerilla 
war, Sun Tzu, who advised soldiers to be 
like water, filling in the terrain and the 
enemy's weaknesses. 

The greatest disappointment is that 
Paik, the man who negotiated the armistice 
on behalf of his country, the immigrant 
from the North to the South who liberated 
Pyongyang, the city of his birth, offers no 
theory of the cause of the war or the whole 
question of North and South Korean disu- 
ni 


votes most of the narrative to operational 
questions and tactics — well beyond the 
drama of toe-to-toe combat and outside the 
chambers of strategic command. For in- 
stance, the book says nothing about the sig- 
nificant US decision to land at Inchon in 


early October 1950. Paik tells it like he saw | 


it from the ground: as a godsend that came 
with little warning. 
Actua 


sults. The book's rather formal prose in the 
first person is broken up with American- 
isms — “shucks,” "Mom," “Conestoga 
Wagons,” “ammo” — that Paik is unlikely 
to have uttered. News of the Inchon land- 
ing is greeted by Paik with delight: he and 
his men would “get to kick some butt.” 


Ironically, Paik notes that American in- | 
formality led to some unhappiness. A | 
grisly valley battlefield for Paik was the : 


“Bowling Alley” to Americans, because the 
enemy rolled down its principal road 


shooting shells that hit the valley floor with - 


a sound like bowling pins. 


Paik’s observations of cultural differ- | 


ences are intriguing, but it is his observa- 
tions of the differences in training and 
equipment, the way these affected joint 
operations, and how the allies overcame 
them in the fast pace of combat that make 
the book worthwhile. Indeed, Paik’s ability 
to learn those lessons is what made him 
the leading South Korean in the war. 

m Melana Zyla 


Melana Zyla is a researcher at the REVIEW'S 
Washington bureau. 
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Unfortunately for the reader, Paik de- : 


, it is the translator who tells it | 
like Paik saw it, with less-than-elegant re- | 
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POLICIES 


: . US president-elect Bill Clinton campaigned on a plan to squeeze US$45 





.— Asian investors doubt he can do it. 


-By Susumu Awanohara in Washington and 
c Jonathan Burton in New York 


sian companies invested in the US 
are becoming anxious about 
president-elect Bill Clinton's plan 
pv for economic revival: their worry 
is how much of it they are goi ng to have to 
| pay for. If the Clinton campaign rhetoric 
becomes reality, these companies will have 
... to brace for annual raids on their coffers by 
- the taxman. 

-. .— Clinton announced during the election 
campaign that he could squeeze US$45 bil- 
.lion in extra tax revenue out of foreign 
companies over the next four years. Ac- 
cording to his standard campaign pitch, 
these foreign subsidiaries "manipulate 
their records and move their profits to 
. countries with lower tax rates. That's how 
7096 of the 46,000 foreign. firms that op 
vate here pay no taxes at all.” — 

. The Japanese, 3 far the biggest Asian 
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. billion in extra taxes out of foreign firms in the US. Japanese and other 


investors in the US, beg to differ. They ar- 
gue that if their US subsidiaries pay no 
taxes, it is because they are making no prof- 
its. Hiroshi Matsumoto, Washington rep- 
resentative of the Japanese steel company 
NKK, says: “It’s a fact that a majority of 
Japanese investors in the US are losing 
money, Many of us will just withdraw if 
we're forced to pay more tax.” 

Clinton's proclaimed taxation policy 
could introduce a siege mentality among 
Japanese and other Asian firms operating 
in the US, at a time when their direct in- 
vestment is dropping sharply. — 

In recent years, they have been criticised 
by Congress and the media, and pursued 
through the courts, for so-called: “transfer 
pricing.” Under this practice, parent com- 
panies overseas sell products and inputs to 
their US subsidiaries at inflated prices. This 
reduces the profits that have to be declared 
in the US, where corporate taxes are rela- 
tively high. 


C linton s tax take 


However, one option is opening up fc 
foreign-controlled US companies that ar 
looking to avoid bruising confrontatior 
with the Internal Revenue Service (IRS) an 
the courts. This is the advance pricin 
agreement, or APA, Under an APA, transfe 
pricing is agreed between the foreign com 
pany and the US tax authorities before ac 
tual accounting is carried out. Its drawbac 
to foreign companies is that there is les 
scope for creative accountancy, and infor 
mation often regarded as confidential mus 
be disclosed. 

Japanese consumer electronics gian 
Matsushita announced on 10 Novembe 
that it had signed an APA with the US rev 
enue service and the National Tax Admin 
istration in Tokyo. (The bilateral arrange 
ment between the government agencie 
prevents companies from facing doubl 
taxation.) The following day, Clinto 
spokesman George Stephanopou los said c 
the agreement: "We're going to have to se 
more actions like this, but its certainly | 
step in the right direction." 

Other Japanese companies operating ii 


the US are curae to oe the Matsus 
hita example. “APAs 
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reign corporations in the US to resolve 
disputes,” says Hidekado Miyaji, a 
panese diplomat in New York. Stanley 
erwood at accountancy firm Coopers & 
brand adds: "Because a company like 
atsushita has gone for an APA, this will 
^1use many more companies to seriously 
onsider the benefits and drawbacks." 

Whether companies from other parts of 
sia will take the same route is unclear. 
æn official of South Korean giant Samsung 
moubts whether APA arrangements could 
menefit smaller investors. “|South Korean 
—ompanies] are too small compared to 
impanese firms. Take Samsung Electronics 

- its market share in the US is less than 
7i. of the total [for the sector]. Our profit 
Margin is so wafer-thin it is becoming al- 

ost insignificant. An APA arrangement 
mecomes meaningless when we stop gen- 
Brating profits and suffer losses." 

In his economic plan published in June, 
“linton said he wants to more than double 

Ye tax take from foreign companies. He 

»alled for additional tax revenue of US$9 
villion in 1993. This extra burden would 
/Acrease in stages to U5$13.5 billion in 1996. 

"oreign companies paid US$5.8 billion in 
"ax 1988, and, according to at least one esti- 
mate, they will be paying close to USSIO 
billion in 1992. 
On 13 November, one of Clinton's eco- 
»omic advisers, Robert Shapiro, insisted: 
Our best analysis is that the estimates we 
mut out [of US$45 billion in additional taxa- 
Ron over four years] are realistic." This tar- 
weted revenue is crucial to the president- 

lect’s plans, accounting for about a third 
bf the money he intends to funnel to his 
economic programme. 

David Tillinghast of law firm 
-hadbourne & Parke is dismissive of the 
-linton figures. "Anybody would tell you 

ihat US$45 billion is not in the ballpark. It's 
sotally unrealistic.” 

What is not clear is whether the presi- 
lent-elect hopes to generate this windfall 
through tougher enforcement of existing 
sax laws or through new legislation passed 
»y Congress. 

Estimates of the extent of tax evasion by 
"reign companies range widely, from neg- 
igible amounts to US$30 billion a year. 
"There is enormous room for honest disa- 
zreement,” says Gary Hufbauer of the In- 
stitute for International Economics. 

The IRS has been pursuing foreign mul- 
tinationals for years without great success. 
While many tax analysts say that getting 
'ougher with foreigners could yield more 
revenue, few believe the amount is any- 
where close to what Clinton has promised. 
“Nobody’s found the pot of gold at the end 
of the rainbow yet," says John Raedel of 
1ccounting firm KPMG Peat Marwick. 

A consensus among tax experts is that 
zreater enforcement by the IRS could gen- 
rate extra receipts of US$3 billion a year 
Tom foreign firms. According to Hufbauer, 
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foreign companies could be made to pay 
US$6 billion more each year, but only after 
a major overhaul of the tax system, includ- 
ing regular use of APAs, new rules for tax- 
ing international portfolio investment and 
better cooperation among tax authorities. 
Even this figure falls significantly short of 
Clinton's target. 

Peat Marwick argued in a recent report 
that foreign companies showed lower rates 
of return on assets and paid less tax, not so 
much because they were cheating but be- 
cause their nature and objectives were dif- 
ferent from those of US companies. (The 
study was commissioned by a group of 
foreign investors in the US.) 

Other studies by accounting firms have 
suggested that foreigners' low profits are 
due in part to factors such as exchange- 
rate losses and corporate strategies to in- 
crease market share by lowering margins. 

Asian investment in the US saw a sharp 
drop in 1991. According to Peat Marwick, 
outright acquisitions of US companies by 


Foreigners and taxes 
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Asian interests totalled US$2.3 billion last 
year, down sharply from US$9.1 billion in 
1988 and US$15.8 billion in 1990. During 
1988-91, Asian acquisitions totalled US$42 
billion, of which US$37.8 billion was ac- 
counted for by the Japanese, and about 
US$1.5 billion each by Hongkong and Tai- 
wan interests. 

Matsumoto of steel producer NKK says 
that many foreign companies in the US are 
relatively new and their high start-up costs 


mean they have yet to make a profit. While — 


70% of overseas subsidiaries did not pay 
tax in 1989, says Matsumoto, the figure for 
domestically owned firms was not much 
lower at about 60%. 

But the feeling that foreigners, particu- 


larly the Japanese, are cheating on taxes — 


through transfer pricing is increasingly per- 
vasive on Capitol Hill and among the pub- 
lic. Under pressure to rectify the situation, 
the IRS in January proposed revamping the 
transfer pricing rules. However, foreign 
and domestic companies protested so 
strongly that the mooted changes were too 
complex and imprecise that the IRS is un- 
likely to force them through. 

Separately, a bill was introduced in 
Congress in May that included a move to 
impose a minimum tax on foreign compa- 
nies which did not report profits in line 
with those for their industry as a whole. 
All these firms were assumed to be profit- 
able. Under the proposal, their profits 
would be taxed at a minimum of 75% of 
the average earnings of domestic compa- 
nies in the sector. 

The bill, which would have severed the 
age-old link between profit and tax, ignited 
a storm of protest from foreign govern- 
ments and foreign and domestic compa- 
nies. Even the US administration opposed 
it. Although it died recently without being 
voted on, its chief sponsor, the influential 
Congressman Dan Rostenkowski, prom- 
ises to re-introduce it early next year. 

On another front, the IRS has been in- 
tensifying its legal campaign against Japa- 
nese and South Korean companies for al- 
leged examples of transfer pricing. Yamaha 
Motor Corp. USA is being sued for more 
than US$150 million in back taxes, while 
Fujitsu America is facing a trial involving 
US$22.5 million. Other cases are pending 
against Hitachi America, Maxell America, 
Nissei Sangyo America and Nippon Mini- 
ature Bearing, as well as Daewoo. 

In such a climate, Matsushita’s an- 
nouncement that it reached an APA with 
the revenue service was welcomed by 
many parties, though for different reasons. 
Critics of Japan saw it as the company’s 
“admission of guilt,” as one Capitol Hill 
staffer put it. More neutral observers wel- 
comed the acceptance of APAs as a viable 
method of determining appropriate trans- 
fer prices and thus a means of forestalling 
ill-conceived legislation. 

Matsushita last year agreed to pay 


2 a. x 


w adu r à Tu 
MEM Zu 2E Áo —-* 


m 
. 

















It's not just the warm surroundings that guests 
find so appealing 


mort transiers 
b 
e Use of the Executive Floors 
meeting room 
© N h reo nur | | if 1 
vo charge lor IOCA calis ana 
lir oe Hing 
Fi Ld | ACCUMS wp. 
tee wating at your doo! 


P. " " | è "^ 
Alter VOUr Wake l| all 





It's a host of important room features such as 
keved-off elevator access, in-room El-safes, two 
phone lines, as well as... 





complimentary continental breakfast and 
cocktails served in one of 3 harbor-view lounges, 
and a lot of litle extras 


On the Executive Floors 
at the JW Marriott Hotel 
Hong Kong, all the little 
extras don't appear on 
your bill... like in 
some hotels. 


*. 


JW MARRIOTT HOTEL. 
HONG KONG 
For reservanons, call The JW Mannon Hotel, Pacific Pace 
85 Queensway, Hong Kong island, Hong Kong, Tel 810 8366, Fax M5097 
Tix 6699 MARTT HX. In Asia Pacific: KUL 238 7099, SEN 291 7300, 
SYD Toll Free 008 251259, TYO 3215 7285 
in the US and Canada: Toll Free 800 228 9290 
Contact your the kcal travel professional or the nearest Marnon hotel 

















SESS PEL SIT a 
Í p 


about US$4.8 million to the IRS as back tax 
for 1981 and 1982. In turn, it was reim- 
bursed a corresponding sum by the Tokyo 
tax administration. (The company was 
judged to have underpaid the former and 
overpaid the latter through improper trans- 
fer pricing.) 

While negotiating taxes for subsequent 
years, Matsushita and the US and Tokyo 
authorities reached an APA in August, 
though it was not announced until 10 No- 
vember. Under the accord, Matsushita in 
Japan will charge its US subsidiary for 
goods and inputs on a schedule thrashed 
out with the IRS. It will be effective for 1991, 
1992 and possibly 1993, according to Mat- 
sushita officials. 

Chadbourne & Parke lawyer Richard 
Horodeck says Matsushita has gained by 
avoiding future tax disputes, albeit at the 
cost of compromising some classified in- 
formation. Also, it can apply the principles 
embodied in the APA to determine its li- 
abilities for the years 1983-90. The IRs, in 
turn, may have sacrificed the potentially 
larger benefits of an adversarial audit, but 
it has drawn in revenue without tying up 
officials in lengthy and acrimonious inves- 
tigations. 

The APA scheme was introduced in 
March last year, and Matsushita's is be- 
lieved to be the fourth to be settled. The 
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first APA was concluded early last year b 
tween Apple Computer and the US an 
Australian tax authorities. In March th 
year, Sumitomo Capital Markets reache 
an accord with the tax authorities in th 
US, Britain and Hongkong (but not Japan 
An APA similar to Sumitomo's was settle 
in May between Barclays Bank and US an 
British tax authorities. 

Apple Computer is about to complet 
another APA, involving the IRS and a 
Asian tax authority, possibly Singapore' 
Some 30 other multinationals from mor 
than a dozen countries are seeking to sig 
an APA, about half of which are near con 
pletion, an IRS source says. 

According to reliable Japanese source 
details about Matsushita's APA were leake 
by top Tokyo tax administration officia 
to Japanese newspapers. The speculation 
that the tax authorities, which have pul 
licly supported the APA concept, want | 
educate Japanese companies in the L 
about the scheme and impress on the L 
Congress and the public that the Japane: 
companies are cooperating with the IRS. 

Japan's Federation of Economic Organ 
sations (Keidanren) has said that three ı 
328 companies which responded to a su 
vey last December were preparing to aj 
ply for an agreement and 71 others we 
considering it. 
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A taste of Asia 


Foreign firms break into regional biscuit market 


By Mark Clifford in Hongkong 


hen food companies look at Asia, 
W es see two billion hungry 
mouths and a growing number 
of consumers with ever-fatter wallets. So, 
it is little wonder that multinational food 
companies such as BSN of France and Nes- 
tle of Switzerland have been bolstering 
their Asian operations, especially in low- 
priced treats like snacks and ice cream. 
United Biscuits is the latest company to 
expand its presence in the region. The Brit- 
ish biscuit maker will pay A$430 million 
(US$300 million) to buy Australia's CCA 
Snacks from Coca-Cola Amatil, a 51%- 
owned unit of Coca-Cola of the US. United 
Biscuits plans to use this Australian beach- 








. head to sell CCA’s savoury snacks — such 


as potato crisps (chips) and peanuts — 
alongside its biscuits in Asia. CCA Snacks 
had net earnings of AS36.1 million on 
turnover of A$401 million last year. 
United Biscuits aims to tap a growing 
preference among Asians for packaged 
convenience foods. “Our business is driven 
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by the emerging middle class, by the affl 
ent consumer who wants something bett 
than what you buy in bulk,” says Chi 
Strachan, United Biscuits' managing dire 
tor for Asia-Pacific. 

Asians outside Japan will spend US$1 
billion on biscuits this year, according 
Hongkong-based Technomic Consultan 
The more mature Japanese market will a 
count for another US$1.7 billion. More ir 
pressive still is the industry's growth ra! 
the consultancy projects that, outside J 
pan, Asia's biscuit business will grow 
20% a year for the rest of the decade. "I 
one of the fastest growing parts of tl 
Asian food industry,” says Technomi 
managing partner, Joseph Champagne. 

The future for snack foods looks equa 
bright. Asian sales for packaged snacks tl 
year are estimated at about US$2.5 billic 
Although about 80% of this consists of t 
slow-growth Japanese market, outside | 
pan annual sales are growing at 20%. M: 
kets in southern China and Indonesia à 
expanding even faster. 

This market is now served by hundre 


26 NOVEMBER 19! 


PHILIPPINE AIRLINES PUTS ASIA, 
AUSTRALIA, EUROPE, AND AMERICA 


| rid -Ho Chi Up- s, 
AE b tale IT " y E = 
D. f, tee n iba ^. Port Moresby 
=e x Sen Begaw: 

k 1 Y "i 


* Brisbane 
y 


sydney 





RiGur IN THE PALM 
Or Your HAND. 


Across vast oceans and continents we fly to 35 cities all 


4 Philippine 
over the world. Touching each and every one with an 


exceptional warmth and hospitality found nowhere E Ai r li j n es 
else. And bringing them all within your reach. SHINING THROUGH 








MAATE - REESE 


provides 
down to 
earth 
information 
while you're 
up in the 
air. 


As one of the world's leading 
airlines Air India 





understands that the 
frequent business traveller 
needs to keep in touch 
with what's going on in the 
Asian region. 


That's why it provides 
executive passengers with the 
most authoritative 
publication in Asia. 

The Far Eastern Economic Review. 


Far Eas eT nk opnom 


Delivers Asia’s Most Important Issues 
To Asia's Most Important People. 





Duol!1i!iNr oo 


ae 


of local biscuit makers scattered around the 
region. But the entry of multinationals like 
United Biscuits and BSN marks the start of 
a consolidation trend that threatens the fu- 
ture of many of these smaller companies. 
United Biscuits’ Australian foray is but 
the latest in a series of recent deals. In In- 
donesia, it is building a US$20 million joint- 
venture factory with Indofoods that will 


come on stream in 1994. The biscuit make 
also recently opened a factory in Cebi 
central Philippines, where it holds a 40* 
stake in a joint venture with local busines 
man John Gokongwei. And in Chin. 
where sales grew 40% to HK$140 millio 
(US$18 million) last year, the compan 
plans to double capacity within the next 1 
months. 
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Facing the world 


Japan's humbled brokers adopt a global outlook 


By Henny Sender in Hongkong 


ealth, the Chinese are 
fond of saying, does 
not last three genera- 
tions. Alas, for Japanese securi- 
ties firms with branches in 
Hongkong, it does not even 
last three years. 

In 1989, the Hongkong 
branches of the Big Four Japa- 
nese brokerages were some of 
the most profitable in the 
world. They thrived on the 
sales of warrants and other 
plays on the Tokyo Stock Ex- 
change at a time when the 
Nikkei index seemed only to 
go up. Now, with the home 
market ailing, they are casting 
about for a strategy that does 
not consist simply of market- 
ing Japanese shares and deriva- 
tives. 

“Everybody has given up on the Tokyo 
market and become more global,” says 
Wataru Yamaguchi, managing director of 
Daiwa Securities in Hongkong. 

Signs are, however, that the transition is 
not always proving easy. Besides clinging 
to some of their old habits, the Tokyo firms 
remain wary of the new but risky opportu- 
nities in China. Yet with profits slumping 
at home, the pressure to compete for inter- 
national business will only increase. 

In one respect, Yamaguchi and his fel- 
low Hongkong branch managers are rela- 
tively fortunate. Unlike Japanese brokers 
elsewhere, they at least have the benefit of 
a booming local market. “We make more 
in commissions from Hongkong [shares] 
than from Japan these days,” says Ken Su- 
zuki, who runs the local branch of Nikko 
Securities. “Now we are planning phase 
two — to market Hongkong shares on a 
global basis.” 

Other Japanese brokers in Hongkong 
are adopting similar strategies, with 
Nomura Securities taking the lead. In the 
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Daiwa Securities now looks to global markets. 


past year it has embarked on a costly ex 
pansion, strengthening its sales and trad 
ing departments, hiring expensive local 
and Westerners, and creating new invest 
ment vehicles. “We used to be a Japan 
house,” says Takeshi Suzuki, senior vice 
president at Nomura (International) Hong 
kong. “Now we are an Asia house.” 

Nikko, too, has been building up its ex 
pertise in corporate finance, participating 
in equity underwritings and the privat 
placement of covered warrant issues. 

The Japanese are also eyeing the mar 
ket across the border. But as always witl 
China, they are taking their first steps cau 
tiously. This is partly because the Japanes 
Association of Securities Dealers bars Ja 
panese residents from investing in China': 
B shares (along with shares in Taiwan anc 
South Korea). Such purchases are limitec 
to private placements and acquisitions by 
institutional funds. 

It was only after the market in Shang 
hai had been established that Japanese 
brokers obtained broking licences in the 
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cant. Ir iv ing 4 eie fibourhoods 
ike Shin-Osaka or Tokyo’ s Shibaura ware- 
YOust i district weed-infested lots play host 
parked cars and faded construction signs 
innouncing projects long since abandoned. 
| One reason why nobody knows how 
much further prices could fall is that 
upply and demand do not operate. Ja- 
.pan's real-estate market, never very liquid, 
- has been frozen solid for the better part of 
a year. Many bankrupt developers and 
their bankers who want to peddle prop- 
erty are unable to consummate a sale for 
fear of letting on just how much prices 
have fallen. Foreign stock brokerages in 
Tokyo estimate that Japanese banks have 
~~ lent a total of Y300 trillion collateralised by 
|^ property as of the end of September — 70% 
-Of their entire loan portfolio. Banks are too 
~. -scared to increase their property exposure 
|. any further. 
^^ The property market was a fool's para- 
dise. "During the 1980s, many developers 
s thought they could gain returns only 
. through capital appreciation,” says Kazuo 
Ishida, an executive at the large Tokyo- 
based office developer Mori Building. 
“When prices fall to a level where you can 
— get an adequate return just through leas- 
ing, and not through capital appreciation, 
buyers will come back." Ishida says that a 
collapse of 50-60% from the peak is needed 
before developers achieve a worthwhile 





















‘The financial effect of such a decline is 
too painful for policymakers to contem- 
late. Analysts estimate that up to half of 
ew bank lending in 1985-90 was col- 
ateralised by property that has shimped 
án value. The Ministry of Finance already 
| ipee the total value. of non-performing 
loans, on which no interest has been paid 
for six months or more, at Y12.3 trillion. 
Most diis: analysts peg the true figure at 











n wil 1 g credit at a time when a bart of 
lidity could stimulate consumer spend- 
ing. Companies are unsure of the value of 
"hidden" land assets with which they used 
to dress up their balance sheets. They are 











given current stockmarket condi itions, are 
unable to issue equity. 

The only downward correction in lánd 
prices recorded prior to the current crisis 
was after the 1974 oil shock — and that 
was a fleeting phenomenon unaccompa- 


nied by much financial distress. This time, 


Japan’s leadership is lost in uncharted wa- 
ters. 

The ruling Liberal Democratic: Party is 
caught between a need to stabilise the fi- 
nancial system and a pledge by Prime Min- 
ister Kiichi Miyazawa last year to make 
housing affordable. A ¥10.7 trillion pump- 
priming package announced in August 
calls for substantial land purchases by gov- 
ernment bodies. And it has thrown its 
backing behind a new company set up by 
the nation’s biggest lenders to buy trou- 
bled real-estate loans. 

Analysts are sceptical whether such 
palliatives will have their intended effect. 
“A soft landing is nonsense,” says Toku- 


nosaka oe executive director of the 


Residential 
land prices 
in Japan 


Nominal GNP 





Research Institute of Construction and 
Economy. “No one can support the kind of 
pricing that was seen during the bubble. 
Land prices will have to decline because 
there is still such a big gap between [na- 
tional] income and prices.’ 

Hasegawa reckons it will take 20 years 
of 4-6% economic growth before national 
income and property prices move back into 
line (see chart). The economy is expected to 
grow by 1-2% this year and next. "You can- 
not pay for gambling losses by gambling 
more money," he adds. 

Property hyperinflation took root after 
the 1985 Plaza Accord, when Japan slashed 
interest rates to elevate the yen against the 
US dollar. The surge in liquidity fuelled a 
boom in equities and real estate, each feed- 
ing off the other. 

Little-known firms such as Azabu 
Building, Daiichi and Recruit Cosmos in 
Tokyo, and Asahi Juken and Sueno Kosan 
in Osaka, rose to prominence, throwing up 


no longer confident enough to borrow and, buildings here, there and everywhere. 1 


BNDES OSNIH 


nance companies, manufacturers and ow 
ers of game-machine parlours becan 
developers — with banks on tap. One tro 
bled condominium developer, Daikyo, cu 
rently has 92 Japanese banks, life-insuran 
and finance companies on the hook. 

Fuelling the frenzy was the larg 
number of poorly regulated financial ins: 
tutions unable to compete in mainstrea. 
corporate lending and the mortgage bus 
ness. Leasing and finance companies, hou 
ing-loan companies and even agricultur 
cooperatives sought out real-estate deve 
opment loans as the best way to build a 
sets. 

The land boom soon spread outwal 
from central Tokyo to Osaka and thence: 
cities such as Nagoya and Fukuoka. "TI 
[Tokyo] market was traditionally like 
pyramid with Marunouchi [the bankir 
district] at the top," says Satoshi Ohyam 
an executive at Mitsubishi Estate. “TI 
pyramid shape became flat during the bu 
ble when prices and rents rose so high | 
outlying areas." 

The party ended abruptly in 1989 whe 
the central bank began to raise intere 
rates. The Ministry of Finance put an add 
tional brake on the property market by lin 
iting the growth of real-estate loans to 
level below that of overall loan. growth. 
also told Japan's life insurers not to se 
their land. 

The crunch came last year. A doze 
major developers, facing potential non- pe 
forming loans of X30 trillion, began appea 
ing to their lenders for emergency hel] 
These companies "cannot dispose of the 
properties because they can't afford such 
big loss," says a senior Japanese real-estal 
broker. “At the same time, though, the 
cannot pay the interest on their debt." Ja: 
dine Fleming Securities’ property analy: 
Bernard Siman sums it up: "It became clec 
that the [developers] had forgotten abo 
cash-flow." And the banks had never take 
cash-flow into account. 

In most cases, bank lenders Edit t 
conceal the problem by channelling fund 
through the already troubled non-bank f 
nancial institutions. Also, cheap loans wer 
granted to troubled developers. In certai 
cases, banks effectively seized collater: 
from clients, put it in affiliates and bega 
making new loans to the affiliate to servic 
old interest payments. 

By early 1992, the effects of these bai 
outs were being felt in the property ma: 
ket. Office vacancies began to rise as mor 
buildings, financed at the height of th 
bubble, came onstream. Yields rose to 4 
5%, compared with 2.5% for prime prop 
erty in 1987 and less than 1% for seconc 
class office blocks, This was not becaus 
rents increased dramatically, but becaus 


land prices fell, says Siman. 


The impact of the credit crunch was fe 
in the housing market as well. The numbe 
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of expensive condominiums swelled while 
housing starts fell sharply in 1990-91. Con- 
dominium developers began to discount 
their prices. But “most landlords are still in 
the-emperor-has-no-clothes phase,” says 
Paul Boylan, an executive at Osaka-based 
developer Sekisui House. “They haven't 
dropped their asking rents, because they 
just can't believe" the fact that the market 
has fallen so far. 

Despite the large number of empty 
“pencil” office buildings, there is not a 
massive oversupply of office space. Guy 
Cubitt, Tokyo representative for real-estate 
consultants Richard Ellis, says that total 
Tokyo office vacancies will peak at about 
5.4% of total supply in 1993. 

“The market is terrifyingly worse than 
before to Japanese developers who are 
used to vacancy rates of less than 1%,” he 
says. But they are a lot better than in, say, 
Los Angeles, where vacancy rates are at a 
disastrous 20% level, he adds. 

In the housing market, there is not a 
critical oversupply, either. Rental-apart- 
ment construction, in particular, has been 
given a boost by a change in land taxes last 
year. The built-for-sale category is still sut- 
fering, though; home builders such as 
Daiwa House and Sekisui are holding 
prices more or less at last year’s level to 
clear off their inventories. 

The problem, say real-estate executives, 
is that the difference between what deve- 
lopers paid for a property and the poten- 
tial return remains enormous. Builders of 


_ office blocks in secondary areas in down- 


town Tokyo, for instance, calculated a re- 
turn on the basis of rents of ¥60,000 per 
tsubo, the equivalent of 3.3 square metres; 
now they would be lucky if they could get 
half that. “The key to us is whether we can 
gain rental revenues high enough to cover 
the cost of purchasing the land and con- 
structing a building on it,” says Mori Build- 
ing's Ishida. “Right now, we aren't at that 
stage.” 

There are likely to be two main effects 
of the property slump, analysts say. First, 
the real-estate market is likely to become 
more rational. The number of would-be 
developers will decrease and those that 
survive will focus more on yields, rather 
than capital gains. And bankers will pay 
more attention to cash-flow and credit 
quality. Second, property deflation will 
probably cripple Japan’s banking system 
for the rest of the decade, making it even 
less competitive than it is today and forc- 
ing many more mergers. 

“We are at the dawn of the Japanese 
property business in the real sense,” argues 
one senior Japanese banker who has lived 
in the US. “Up until now, neither develop- 
ers nor their bankers had to worry about 
occupancy rates or about yields.” This is 
unlikely to mean, however, that there will 
be millions more Japanese who are able to 
afford their own homes. LI 
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Bust bankers 


Japanese finance is hobbled by real-estate loans 


Japanese bankers and bureau- 
crats are unwilling to admit it, 
but the financial implications of 
the country’s property bubble 
bear certain similarities to two 
huge problems that affected US 
lending institutions in the 1980s: the do- 
mestic savings & loan crisis and the Latin 
American debt debacle. The former cost the 
American taxpayer US$400 billion and the 
latter stifled the expansion of US banks for 
almost a decade. 

Just like their Japanese counterparts, 
bankers at American savings & loan insti- 
tutions lost sight of the true value of the 
property they were lending against. When 
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the US real-estate market nosedived, hun- 
dreds of small banks and thrifts went to 
the wall. 

Bankruptcies of financial institutions are 
unlikely to proliferate in Japan, however; 
there has not been a single Japanese bank 
failure in the post-war era. Instead, the 
costly and intricate support operation now 
getting under way to prop up weak finan- 
cial institutions is likely to sap the competi- 
tiveness of Japanese lenders for the remain- 
der of the 1990s. 

Like a host of Gullivers, Japan's biggest 
banks are tied down by loans to 300 non- 
bank institutions and to hundreds of ailing 
property investors. Bad debts are reckoned 
by private analysts to amount to a third of 
the total Y90.3 trillion (US$735 billion) in 
loans for property-related activities. 

In other respects, the problem facing 
Japanese institutions is similar to that faced 
by US banks which lent heavily to Latin 
America during the 1970s. Both sets of 
banks lent on blind faith that their loans 
were sufficiently collateralised. And both 
have been forced to trim assets and to re- 
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think the extent of their overseas presenc 

The process of working through the ba 
debts is similarly intractable. Japanes 
bankers admit that they have little exper 
ence in restoring sickly property-based bo: 
rowers to health, in large part because th 
market has not gone bust before. They ar 
also vexed by the complexities involved i 
accommodating the interests of sever: 
lenders simultaneously. 

Collateralised property "often isn't bi 
enough to develop properly and rights an 
securities are very complicated," explair 
a senior credit officer at a Japanese tru: 
bank. "It is very difficult to coordinate a 
the parties and to make everyone happy 

To get some idea of ju 
how complicated, consider tł 
case of a residential proper! 
in Tokyo's central Minat 
ward, recounted by a Japaı 
ese banker now working f 
an American institution. Th 
small lot, valued at Y200 mi 
lion to begin with, was mor 
gaged first by a Tokyo-base 
city bank for 70% of its valu 
A second, opportunistic no: 
bank lender came along s 
months later and valued tl 
property at ¥300 millio 
making a loan worth 100% | 
its newly appraised valu 
Then came a third, and 
fourth non-bank lender. “In the end,” sa 
the banker, "the property was mortgage 
for just over Y1 billion." 

This game of constantly revaluing pro 
erty upwards among several lenders toc 
place with almost no attention paid to cas 
flow, or to the rights of other lenders. “Du 
ing the bubble period, the basic busine 
principle of the banks was to compete , 
aggressively as possible," explains a crec 
officer at a Tokyo city bank. 

With several lenders attempting to g 
the most out of a single property, Japane 
bankers have so far chosen the path of lea 
resistance; to wait it out. Liquidation 
over-valued collateral would clarify tl 
extent to which property prices have : 
ready fallen, but that would be a suicid 
move for poorly capitalised non-banks ar 
a difficult one to swallow for even tl 
stronger banks. 

Moreover, the current trauma unde 
lines a major structural problem faci: 
Japanese lenders. Japanese banks, lo: 
used to building market share at the e 
pense of high margins, are not very prof 
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‘le and have little clue how to 
"come so. 

“Japanese banks have had a 
»gative return on equity for 
ie past few years," points out 
»kyo-based. banking analyst 
licia Ogawa. "They don't 
ally know how to generate 
e profits" rapidly to build up 
ian-loss reserves and capital. 
he central bank, the Bank of 
ipan, is currently trying to 
alp; consecutive cuts in inter- 
st rates over the past 15 
ionths have helped to widen 
»reads between funding costs 
id lending rates. 

Compounding the problem 

the looming deadline for 
aajor Japanese banks to meet 
iternationally regulated capi- 
il-adequacy ratios by March 
393. Banks here relied unduly 
uring the late 1980s on the 
rength of the Tokyo equity boom to meet 
Ye deadline, both by issuing stock of their 
wn and by revaluing their large equity 
ortfolios upwards. Now that equities 
ave fallen in value, this reliance on the 
'ockmarket is a major weakness. 

Little serious thought has been given to 
Ye. idea of securitising bank assets in Ja- 
an, an option employed successfully by 
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Tokyo's Marunouchi banking area: profit trauma. 


American institutions that have needed 
to improve their capital- adequacy ratios. 
The Ministry of Finance is loath to open 
the door to new forms of financial engi- 
neering, particularly those where outsid- 
ers are likely to have a comparative advan- 
tage. Instead, Japanese banks have been 
selling their offshore loans. 

m Jonathan Friedland 


LOCATION 


€ 
v 





PROPER T Y 


Homes still 


out of reach 


Many salarymen cant 
afford an apartment 


In the midst of Japan's property 
slump, Hideshi Matsushita, a 
31-year-old employee at a top 
trading company, is looking for 
an apartment to buy. But even 
in today's troubled market, 
Matsushita says that on his current 
annual salary of Y7.1 million (US$57,600) a 
year, he can only afford for himself and 
his wife a 53- -square-metre, secondhand 
condominium in Chiba, a one-hour jour- 
ney by train from his office in central To- 
kyo. 

The price of the apartment is Y32 
million and Matsushita would need to 
borrow from a bank, from public credit 
associations and from his company for 
a 20-30 year mortgage. His payments 
would be about Y85,000 a month, plus a 
hefty sum of Y480,000 twice a year at 
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GBB Lai Lai Sheraton 


HOTEL 
TAIPEI 


12 CHUNG HSIAO EAST ROAD, SECTION 1, TAIPEI, TAIWAN, 10023 
TELEX. 23939 CABLE SHANGTEL 


TEL. (02)321-5511 
FAX (02)3944240 LAI LAI TAIPEI 
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The Lai Lai Sheraton is 
conveniently situated in 
the heart of Taipei's main 
governmental district and 
near large commercial 
and shopping areas. 


ACCOMMODATION 
We offer 705 spacious 
guest rooms, including 
72 suites, featuring IDD 
telephone, multi-channel 
satellite TV, mini-bar, 
and individually con- 
trolled air conditioning. 
All Lai Lai Deluxe rooms 
and above have an in- 
room safe. We also 
have an Imperial Court, 
Ladies Floor, and 
Non-smoking Floors. 


ENTERTAINMENT 
There are ten fine 
restaurants for your 
dining pleasure—five 
Chinese, two Japanese, 
and three Western— 
plus an Executive Club, 
Lobby Bar, and Mix 
50—90 Nightclub. 


FACILITIES 

A Full-Service Business 
Center, Health Club, 
Rooftop Swimming Pool, 
Jogging Track and 
Squash Courts, Banquet 
Halls, two extensive 
Shopping Arcades, an 
Airline Counter, and a 
Tour Desk. 











ot work). 

Middle-income earners in Japan are 
nturing into the property market again, 
d like Matsushita, they are finding that 
ousing is still dispiritingly expensive. “It’s 
-a lot of money to me,” Matsushita says. 
“But everyone says that prices are close to 
the bottom now.’ 

-© The price of a new (as opposed to 
secondhand) condominium of 60-70 square 
metres within a comfortable commuting 
distance of Tokyo has dropped to Y40-50 
million from a peak of ¥60-70 million in 
1990. But this is still six to seven times the 
average annual income of a white-collar 
'salaryman. 
^. Japanese are also paying more for less. 
- The size of the average condominium for a 
family of four is 65-70 square metres, says 
- .Btsusuke Masuda, an analyst at Salomon 
_ Brothers Asia. In the mid-1980s, the aver- 
age dwelling for a family of four was about 
. 10 square metres larger. 

As a result, many middle-income earn- 
ers are likely to continue living in rental 
|. and company apartments. Moreover, 
_ many of these Japanese have no hope of 
^e ever owning homes in Japan. "I'll retire in 
* s Australia, where land costs little," a 40- 
-7 -year-old office assistant says. 

|. When land prices were soaring in the 
Tate 1980s, the Japanese Government came 
; under heavy public pressure to make hous- 
ing cheaper and taxes were revised in an 


Still unaffordable _ 


































attempt to improve supply. This year, 
rime Minister Kiichi Miyazawa even 
made it an official target to provide hous- 
ing at a price that does not exceed five 
times the annual income of the average 
household. But few expect this to be 
achieved without a further, cataclysmic fall 
in property prices. 

-. "People are putting up with the situa- 
tion because their salaries are still rising," 
says Kan Naoto, an opposition politician 
who has been a vocal critic of the way the 
property market works. "Land prices are 





289; of his anndal m income > (his wife oes 
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buy now, vit will cost even 
the demand- -price chain: mea 
ues.” : 

Analysts say the garenn Suli help 


the 38% of the population who do notown 













property by providing more low-cost pub- D i asi 
lic housing, which is either sold off. Or d 


rented. Demand for this housing has been - 


so great that lotteries have to be held, as 
offers generally outnumber supply bv 40- 
30 times. Budgetary constraints and the 
high cost of acquiring land, however, are 
keeping supply low, and this trend is likely 
to continue. 
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often shabby and with a amenities. | 
1989, the government amended the law 1 
make leasing more attractive for landowx 
ers, but analysts say more needs to E 
done. m Louise do Rosari 
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Fiscal bottleneck 


Taxes help to dry up real-estate market 


While bankers and developers 
are too scared to sell land into 
the abyss of a falling market, 
there is another reason why peo- 
| ple are reluctant to off-load their 
property holdings: a tax system 
that favours land holders and punishes 
sellers. “Taxation is at the heart of Japan's 
land problem," says Prof. Yukio Noguchi 
of Hitotsubashi University, a prominent 
land specialist. "Short-term reasons for the 
land bubble have gone, but this structural 
problem remains." 

Under Japan's present tax system, hold- 
ers of land usually pay to their local gov- 
ernments an annual tax equivalent to less 
than 1% of the value of their real estate. 
But if they decide to sell within two years 
of purchase, they receive a tax assessment 
of up to 96%, of the value. This has encour- 
aged landowners to sit back and enjoy their 
capital gains instead of trading or develop- 
ing land, particularly when prices were ris- 
ing quickly in the late 1980s. (Receipts from 
land sold after being held for more than 
two years are heavily taxed as part of in- 
come.) 

"Historically, our taxation system 
focused only on the trading and acquisi- 
tion aspects of land," says Yoshihiko 
Yabunaka, an opposition politician. "The 
idea of holding land as an asset was not 
considered." Yabunaka sat on a parlia- 
mentary panel which last year aimed 
to end the bias against land transac- 
tions by imposing a land tax which raised 
the cost to corporations of holding idle 
land. 

Still, the new land tax, which was later 
passed by parliament, has fallen short of 
what many analysts consider necessary to 
create a more rational real-estate market in 
Japan. A variety of interest groups has 
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stood in the way of more comprehensiv 
change. After all, tax changes to make th 
property market more liquid would lea 
to a price collapse. 

But without such a change, argue 
Noguchi, Japan will always be short c 
developable land. He estimates that in th 
metropolitan Tokyo area alone, there ar 
65,000 hectares of land — an area greate 
than the 23 wards at the centre of th 
metropolis — that could be developec 
This land "surplus" is immediatel 
obvious to the casual observer; there ar 
spacious car parks in the middle of ex 
pensive commercial areas, rice paddie 
abutting high-rise apartments and othe 
plots deliberately left half empty to avoi 
tax. 

There are three main reasons for bizarr 
sights such as these: 
> Low fixed-asset taxes. The standard rat 
for this tax, which is imposed by local gov 
ernment, is 1.4%. But the effective rate cai 
be as low as 0.06% of the market rate ir 
say, Tokyo because the official valuatio: 
often lags behind the market. 

P Low taxes on urban farmland. If a land 
owner can prove to the local authority h 
is committed to permanent farming, he wil 
pay a tax of as low as one-fortieth thi 
rate of tax paid on residential fixe 
assets. The aim is to protect farmers, but it 
reality it has meant that large plots o 
“farmland” are left untouched in urba: 
suburbs as their owners sit on them fo 
capital gains. 

P Inheritance taxes that favour land mor 
than other assets. It is far more tax-effec 
tive to pass on wealth to your children i1 
the form of land than in other forms o 
assets. Many people are therefore temptec 
to borrow money and buy land so tha 
children can enjoy both tax exemp 
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»J-— Perhaps he's read the Fortune 500 article, It buys security, privacy, confidentiality and saves 
which states that "Top US companies operating that most valuable of commodities - time. 

their own aircraft consistently outperform those An argument which may convince the financial 
who don't? fraternity. But will The Board buy it? 


Or perhaps he's calculated that increasingly — Aw In order to evaluate the business advantages of 





overcrowded airports equals delays, equals = operating a corporate jet, we've compiled The 


valuable time lost, equals postponed meetings, BAe Guide to Corporate Travel. 


equals inefficiency, and lost profits. For your copy, fax or send us your business card. 


A 
With a corporate jet you decide your business It could be just the CORPORATE JETS E VA 


schedule, and the airports you take off and land at. sort of air mail you've been waiting for. 


Corporate Jets Limited (HTF29), Comet Way. Hatfield ALIO 9TL, England. Fax: (0707) 253807. 
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ESCAPE TO THE HEART 
OF THE CITY 


BANGKOK + BOMBAY * COLOMBO + JAKARTA 
MANILA * NEW DELHI + SEOUL * SHENZHEN 
SYDNEY + TOKYO * YOKOHAMA * (OPENING SOON — 
BALI 1993 * SINGAPORE 1996 + SURABAYA 1995) 


For reservations, please call vour nearest. Inter- 
Continental Hotel or travel agent, or any of the 


following Reservations Centres: 


AUCKLAND: (64/9) 309]-443 * HONG KONG: (8521827-0OOO 
SINGAPORE: (6$)226-2822 + SYDNEY: (Toll-free number) 
(008;221-33$ * TOKYO: (Toll-free number) (01201488655 











| store companies, prime real- 
, estate firms and hotel com- 


| is too low to have its in- 
tended effect. 





“The tax has few merits, ex- 


tions for the loan and low taxation for the 
land they inherited. 

Several changes in tax rules were intro- 
duced in 1991 to redress these biases. The 
new land tax that was imposed, forced cor- 


_ perations which own large plots of land on 


prime sites to pay an annual tax of 0.2% in 


, an attempt to encourage them either to put 


the land on the market or to use it more 
effectively. In addition, the tax on urban 


| farmland was raised to a level closer to that 


of residential land. 
These reforms were put on the political 


| agenda of the ruling Liberal Democratic 
| Party and made it through parliament in 


large part because of pressure from the 


, US and because of growing public anger 


over soaring land prices. The reforms, 
though, were watered down under 
pressure from large corporations who 
count land as a major part of their asset 
base. 

In the end, the new land 
tax has only affected an esti- 
mated 50,000 landholders, 
mostly in the centre of ur- 
ban areas where land is par- 
ticularly dear. For those that 
were affected — mainly the 
big railway-department 


panies — the effective rate 


For the top 31 property 
firms, the national land tax 
bit into only 1% of their re- 
curring profits in the fiscal 
year ending in March, ac- 
cording to one study under- 
taken by à consumer group. 


cept to raise revenue," says 
Daniel Nielsen, senior ana- 
lyst at UBS Phillips & 
Drew. 

The increased tax on ur- 
ban farmland has been 
somewhat more effective. 
Given the choice between 
conserving their land as 
farmland for a minimum of 


, 30 years or taking a tax 


break by turning over their property for 
residential use, some farmers have built 
rental apartments. 

Rental-apartment construction has 
made up the better part of housing starts 
since the tax change went into effect last 
April. Still, few expect a sudden massive 


| supply of land as most farmers are opting 


only to convert a small portion of their 
holdings and are hanging on to the rest for 


| capital gains. 


Even these modest changes in the tax 
regime, though, have become a target of 
developers' ire. The real-estate industry is 
arguing for a delay in raising the new land 
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tax from 0.2% in its first year to a 
duled 0.3% in 1993. They are also lob! 
to revive a tax break, removed in 198 
exempted home buyers from capital- 
tax if they sold their residence and bx 
a new one. 

The pleas of the property industr 
winning a receptive audience at the ^ 
try of Construction and among n 
party politicians who depend on m 
from the industry. 

"The tax break was eliminated t 
fuse speculation," says an official a 
Ministry of Construction. Now tha 
speculation is over, "it's time to retu 
normality." 

The Ministry of Finance, oppo: 
politicians and independent critics 
claim to speak for the consumer 
against such proposals. They say the 
cessions will erode the government's 


Tokyo rental apartments: move on to farmland. 


ibility and may even reflate the land 
ble. 

"Developers want the tax break to 
their inventory, not for the good of the 
sumers," says Tokunosuke Hasegaw: 
ecutive director of the Research Instit: 
Construction and Economy. 

To Noguchi, such a tug-of-war is f 
iar. "The history of our land t 
constantly repeats itself,” he says. “V 
land prices go up, the public call: 
higher land taxes. When the proble 
over, the real-estate industry calls fo 
cuts." B Louise do Ro 

and Jonathan Frier 
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"Innovation and forward 
thinking have been Doosan's driving 
forces throughout our 96-year history. 
As a result, the Korean company 
is one of the world's foremost 
conglomerates, with wide ranging 
business interests, including food 
and beverages, communications, 
publishing, trading, machinery, 


construction and electronics. 


DIGITAL HELPS 





“By the innovative use of 
Information Technology, we con- 
tinue to sharpen our competitive 
edge, unite our divisions and guide 
Doosan into the 21st century. 

“Digital's Open Technology is 
the key element. It integrates our 
existing multivendor systems; creates 
a distributed computing envi- 


ronment; and vastly increases our 





choice of applications. 

"Open Technology's capac 
for easy and economic upgradm& 
and expansion is another attractie 
Indeed we are investing in Digit: 
new Alpha AXP architecture, t 
world's fastest 64 bit RISC syste 
Architecture engineered to suppe 
multiple operating systems, optim 


speed and increase computi 


T 








‘formance by a factor of 1000 
Pr 25 years. We work with 
Weital because they always put 


* customer first. Testimony 


which comes in the form of 


ir exemplary multivendor support 
] consultancy services, as well 
implementation and system 
nagement." 


Discover how Digital's Open 


Technology can 





help your company 


better orchestrate 






itself by writing to ES ut 
.] 


Digital Equipment i 


p o" 3 2 h || JE 
Korea Inc., Kukje ‘(DGE Ad : 
a 


Centre Buildin E, Mr Cheon Sa Kim, Chief Information Officer, Doosan Group of Companies 


#191, Hankangro, 2-GA, Yongsan- 


Gu, Seoul 140-702, Korea. Or call dlijglijtlall T 
your local Digital sales office. 
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If you haven’t been visited 
from space lately, 
you’re missing something big. 


STAR TV. 


Five new channels from space. 
Now on earth. Free. 24 hours a day. 


Without STAR TV’S 24-hour sports 
channel, Prime Sports, you've already missed 
out on seeing the most extensive live coverage 
of the US Open Tennis, Wimbledon . World 
Cup Cricket and the Winter Olympics. 

Without our 24-hour music channel, MTV: 
Music Television, you've already missed out 
on The Video Music Awards, the latest 
videos from Michael Jackson, exclusive 
interviews and awesome contests. 

Without our 24-hour news and information 
channel, BBC World Service Television, you've 
missed out on the live and complete coverage 
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of both the British Elections and the US 
Presidential Elections. 

And every day you're without STAR TV's 
other 24-hour channels — Chinese Channel and 
STAR Plus, you're missing out on a wide 
variety of Chinese programmes and family 
entertainment. 

All in all, with STAR TV, the first pan-Asian 
satellite network covering over 38 countries, 
you can enjoy five channels, 24 hours a day, 
every day. Absolutely free. 

To enjoy all this programming with both 
high-quality stereo sound and multi-lingual 





SEE WHAT YOU'VE BEEN MISSING. 
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audio, make sure it is installed with Wegene 
Panda 1 compatible equipment. 





For more information on 


how to receive STAR TV, call (852) 532 1777 





Alternatively, use the phone 
| receiver or the polling function 
| of your fax machine and dial 


177 2701 
(Hong Kongl 












Wait for the tone and 
press ‘Start’. 


(852) 172 77701* 
(outside Hong Kong) 









Weekly programme 
highlights are also available 
on fax by dialing 


177 2700 or 
(852) 172 77700* 







*Average per minute cost of US$1.65 
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haini Aznam i in ^ Jakarta 


ime is running out for Indonesia’s 
© Soeryadjaya family as it struggles to 
Wi prevent a debt crisis at privately 
ned Bank Summa from snapping its 
p on car-maker Astra International. 
Speculation about whether the family 
| maintain its control has been rife since 
ak Summa was forced to suspend its op- 
ons on 13 November. On the same 
r the Soeryadjayas sold 16.5% of Astra 
' placements of 20 million shares each 
y€ Jakarta stock exchange. | 
he troubles engulfing the family’s 
sinesses could have an important impact 

- the Indonesian economic scene. Astra is 
i" country's second-largest conglomerate, 
aploying 76,000 people. And the Bank 

ama crisis promises to test the resolve 
"the Indonesian Government only a fort- 
izht after it opened the banking sector to 

"eign portfolio investment. 

"Initial attention has focused on the share 
wes and their implications for Astra's fu- 
re. Sumitro Djojohadikusumo, who re- 
aced Astra founder William Soeryadjaya 

chairman earlier this year, said on 18 
vember that one 20-million-share bloc 
as bought by a pension fund operated by 
&te-owned Bank Dagang Negara. The 
ner, he said, has been placed in an es- 
ow account held by a Hongkong nomi- 
æ company, Newark, for eventual sale to 
foreign investor. 
-Sumitro said this investor could be 
»yota of Japan, whose auto joint venture 
&th Astra is the Indonesian firm's main 
»erating unit; but he also said Astra is 
Iking to other foreign companies. The pic- 
te is further muddied by the fact that 
ayota chairman Soichiro Toyoda had ear- 
er denied that his company was the buyer 

ny of the 16.5% stake. Sumitro did not 
arify whether the 20 million shares in es- 
ow would, if sold to Toyota, be in addi- 
3n to an equity purchase that Toyota had 
ready discussed with Astra. 

Thes "Astra chief did say that the 
seryadjayas' control has now fallen to 
3% of the company, from 70%. And in 
aswer to a reporter's question about the 
imily's ownership, he said: "In all hon- 
sty, they [the Soeryadjayas] will probably 
se majority control.” 

~ Questions remain as to the disposition 
1 other Astra shares held by the family, 
me of which are believed to be pledged 

ollateral for bank loans. According to 
= lose to the Soeryadjayas, 100 mil- 



























ares in Indonesia's Astra sold as bank totters 


lion Astra shares are held as collateral for 
loans by Indonesia’s Exim Bank, Bank 
Danamon and Bapindo, another state bank. 
However, a further 30 million shares that 
were until recently held by Chase Manhat- 
tan Bank are now said to have been repur- 
chased by Astra-related foundations. 

At Rps 10,000 (US$4.85) a share, the 13 
November sales ostensibly raised Rps 400 
billion, though it is not clear how much of 
this is to be injected into Bank Summa. 

The bank, estimated to have bad debts 
of US$350-500 million, was suspended 
after its deposits with Bank Indonesia, the 
central bank, fell below reserve require- 
ments. Helped by a lifeboat fund set up by 
other banks, it was due to reopen on 19 
November to let small depositors with- 
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draw their savings. But this appeared only 
to be a holding move pending a resolution 
of its problems through an injection of capi- 
tal, a merger or takeover, or liquidation. 
Its chances of survival appear slim. 
Bank Indonesia governor Adrianus Mooy 
said on 17 November that though the cen- 
tral bank would prefer Summa to keep its 
banking licence, "the probability is small 
because its bad loans are too high." Finance 
Minister J. B. Sumarlin has also said cat- 
egorically that Bank Indonesia will not bail 
out Summa. Equally, sources in Jakarta 
believe the Soervadjayas cannot come up 
with the money without selling their con- 
trolling interest in Astra. A merger or 
takeover of Summa Bank would also be 
difficult because most Indonesian banks 
are similarly strapped for cash. "No other 
single bank is big enough to digest 
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e set upi in the bis 5 fic 
- has interests in insurance, leasiti, 
development, hotels and plantations. Once 


ranked among Indonesia's 10 largest 


banks, it had assets of Rps 1.7 trillion i 








1991. However, these had been whittled 
down to Rps 1.2 trillion as of June, reflect- 
ing attempts to straighten out the bank's 
books. It has about 150,000 depositors. and 
80 branches nationwide. 

Banking sources say Summa's s suspen- 
sion was a last-ditch effort by Bank Indo- 

nesia to force the Soeryadjayas to pump in - 
capital. The central bank had become in- 
creasingly impatient at the family's re- 
peated failures to keep to a rescue plan that- 
required a phased injection of funds. : 

The suspension itself was precipitated 
by heavy withdrawals the previous day, 
which Summa was unable to cover by 
interbank borrowings. This left it Rps 75 
billion overdrawn with the central-bank 
clearing system, in turn causing it to fall - 
below reserve requirements. Although the 
shortfall was small, Bank Indonesia had | 
run out of patience, says a banking source, 
and decided to get tough. 

After the suspension, at least 12 mem- =. 
bers of the Association of Private Banks... 
agreed to raise emergency funds to enable - 
Summa to reopen its doors on 19 Novenr 
ber. Depositors will then be allowed to — 
withdraw up to Rps 10 million each. There 
has been no word as to when larger de- 
positors will be able to take their money __ 
out. However, with small savers compris- ui 
ing up to 90% of Summa's customers, it is 
obvious the authorities are trying to head. 
off any political repercussions from the ^ 
bank's troubles. 

Bank failures are virtually unknown in. 
Indonesia. But the magnitude of Bank . 
Summa's bad debts may force the central. 
bank's hand. A team of managers from. 
Pan Indonesia (Panin) Bank, brought in last. 
June to clean up Summa Bank, has appa 
ently been alerted to act as aqua 
should it go under. : 

More than half of Summa's non-per 
forming loans were made to companies . 
within the Summa Group, once headed by . 
Soeryadjava's eldest son, Edward. The 
group bought heavily into Jakarta’s 
property market at peak prices in 1990 
When real estate went sour with the liq 
ity squeeze i in 1991, the ae also wen 








































were due to. o inject Rps 50 0-600 billion in- 
fresh capital in five or six instalments, : 
Pu eR to dd 1993. iB ( 
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Taming Shanghai 


hanghai is bursting at the seams. 

Population growth and unruly 

property development in recent 

years have made urban planning in 
the city a nightmarish task. Now with for- 
eign help, city officials are trying to get a 
handle on the problem with computer tech- 
nology. 

An Ottawa-based urban-planning com- 
pany, Chreod Development Planning Con- 
sultants, is helping the Shanghai Construc- 
tion Commission draw up a geographic in- 
formation system (GIS). Such systems, 
which link databases on infrastructure with 
computerised maps, are a relatively new 
idea. North American cities have only re- 
cently begun to use them, according to Ed- 
ward Leman, managing director of 
Chreod's office in Hongkong. They allow 
more efficient operation and better plan- 
ning of water and gas lines, sewage 
systems, transport networks and 
electrical grids. 

At the same time, the World 
Bank is designing the Shanghai En- 
vironment Project. The project could 
eventually entail the expenditure of 
up to US$300 million on developing 
an environmental master plan for 
the city, as well as modernising the 
city’s solid-waste management and 
sewage- and water-treatment facili- 
ties. 

Shanghai's most urgent task is to 
grasp the dimensions of its problem, 
and this is where the Gis comes in. It 
will plot the location of water lines 
along with their carrying capacity 
and other technical features, making 
it possible to spot weak points. 

The Gis will enable planners to call up 
the infrastructure of a whole city or a dis- 
trict on to a computer screen. A particular 
system, for example, can be called up for 
more detailed analysis to find an explana- 
tion for an unplanned loss of pressure in 
gas lines. In the case of a break in a power 
line in a certain district, a GIS can quickly 
locate the most convenient route on which 
to bring in back-up power. 

The system will also be used in forecast- 
ing. Because of the huge amount of stored 
data, it will be relatively easy for planners 
to alter assumptions upon which develop- 
ment is based and to predict the conse- 
quences for other aspects of infrastructure. 

For Shanghai, help cannot come too 
soon. The city was crowded in the 1930s, 
when its population stood at 3 million. To- 
day, the city proper has 8 million, with an- 
| other 7 million in its municipality. 
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It is not simply a matter of numbers, 
either. Some problems result from an un- 
easy relationship with the central govern- 
ment in Peking. In 1979, Shanghai set out 
to devise a master plan to guide develop- 
ment in such areas as population, land use 
and transport. By the time Peking ap- 
proved the blueprint in 1986, Shanghai's 
population had overshot the plan's target 
by 1.5 million, rendering most recommen- 
dations obsolete. 

Chreod began work in October on the 
initial design of the Gis, and the work is to 
be completed in 10 months. But it will then 
take up to five years to get the system fully 
operational. ^it takes time to digitise a 
city," Leman says. 

The first phase of the Chreod project is 
being funded by a C$530,000 (US$420,000) 
grant from the Canadian International De- 





Population growth strains Shanghai's seams. 


velopment Agency. The later implementa- 
tion of the Gis will be financed through part 
of the larger environmental-planning loan 
that Shanghai is negotiating with the 
World Bank. Chreod, which has a staff of 
nine based in Shanghai, has also completed 
a study of the Pudong New Development 
area for the Asian Development Bank. 

The city's construction commission had 
originally asked Chreod to focus more nar- 
rowly on water, sewerage and gas lines. 
But the effort has been broadened to in- 
clude such urban-planning issues as land 
use and density, property values and trans- 

rt. 

Shanghai's willingness to take a broader 
tack reflects the changes that have taken 
place throughout China in the past few 
years. When Chreod emissaries began talk- 
ing to Shanghai officials about urban-de- 
velopment issues in 1987, they shared little 
common ground. At the time, the elemen- 
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tary principle that land use should 
linked to property values was deemed *' 
appropriate for Chinese conditions." | 
Leman says city officials have become 
ceptive to the notion that land can be u: 
to generate revenue to finance Shangh 
development objectives. 

Indeed, local governments through: 
China are eager to use the sale of land- 
rights to foreigners as a means of bring 
in foreign capital. In Shanghai alone, th 
have been 180 major property transacti 
involving foreign or Hongkong invest 
in the past two years. 

Such activity makes it more urgent 
implement zoning regulations that « 
guide development in a way that will 
choke Shanghai's lifelines. The city ne 
to use foreign capital efficiently, but wi 
out allowing itself to be overrun by fore 
developers who may not hav: 
proper regard for the city's broar 
interests. Shanghai's history as a 1 
eign-dominated enclave makes t 
a sensitive issue. 

In Shanghai's pre-1949 gk 
days, the city boasted the m 
highly developed urban amenitie: 
Asia outside Tokyo. The foreign 
ficials who managed the city's In! 
national Settlement and the Frei 
Concession built electricity n 
works, sewerage lines and tra 
ways that were the equal of m 
European cities. 

But just as political affairs in 
city's foreign sectors were admit 
tered separately, so were their n 
nicipal services. Buses and sew: 
lines stopped at concession boundar 
Even today, these disparate systems are 
fully linked. Residents often compl 
about the numerous places along the cit 
former boundary lines where raw sew; 
oozes to the surface, according to Shang 
native Lynn Pan, author of several bo 
about the city. 

Leaky pipes are not the only probk 
Much of Shanghai does not have lx 
services, especially in the so-called Chin 
city abutting the old French Concessi 
Most of Shanghai's 700,000 dwellings w 
out flush toilets are in this area. 

But officials realise now that there is 
excuse for not improving Shanghai's bi 
services. And with the help of such in 
national lending agencies as the Wo 
Bank and the Asian Development Bank 
well as foreign companies such as Chre 
they are making a start at putting their « 
into better shape. m Carl Golds: 
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DRASTIC WAIT REDUCTION | 


When you fly from Asia to America, fly the airline that gets you there fastest. Northwest 






Airlines. With transit times now reduced by up to 21/2 hours, you'll have less time to wait in 


xe - 


Narita and more time to spend at your final destination. And with a loaded itinerary and half a | 











zlobe to cross, what could be more appealing than the thought of an earlier arrival L 








Can you light 





Natural gas - affordable, safe, and available - is an increasingly 


up the sky without popular choice for driving the turbines that generate electrical 


clouding the air? power all over the world. Conventional methods of controlling 


Yes, you can. 


emissions are costly and dampen efficiency. So ABB has developed a way 
to burn them off cleanly, producing energy more efficiently. ABB has installed 


n 


its innovative “EV-burner” in the Midland Cogeneration Venture, a joint 
project to produce power for Dow Chemical and the State of Michigan, 
USA. At full load, it satisfies the world's most stringent emission control 
requirements. 

As a leader in electrical engineering for industry and transportation, and in 
the generation, transmission and distribution of power, ABB is committed 
to industrial and ecological efficiency worldwide. We transfer this know- 
ledge across borders with ease. But in each country ABB operations are 
decentralized and flexible. That means we are close at hand to help our 
customers respond swiftly and surely to technological challenges which 


stretch the limits of the possible. Like burning gas without clouding the sky. 
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ASEA BROWN BOVERI 





ABB Holding Ltd., Reader Services Center, G.PO. Box.448, Hong Kong 
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Incredibly International. 


Manhattan skyline 





Consistent service quality and far-sighted strategic But our activities extend far beyond Switzerland. 
thinking are the foundations of Credit Suisse's inter- Credit Suisse, in partnership with CS First Boston 
national success. As the oldest of Switzerland's Group, Inc., is one of the world's premier financial 
three big banks, we are totally committed to the solid services groups. We operate effectively in every 
traditional values for which Swiss banking is famous. market, offering expert service with a global horizon. 
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ESCAPE TO THE HEART 
OF THE CITY 





BANGKOK * BOMBAY * COLOMBO * JAKARTA 
MANILA * NEW DELHI * SEOUL * SHENZHEN 
SYDNEY * TOKYO * YOKOHAMA + (OPENING SOON — 
BALI 1993 - SINGAPORE 1996 © SURABAYA 1995} 


For reservations, please call your nearest later- 
Continental Hotel or travel agent, or any of the 
following Reservations Centres: 


AUCKLAND: (64)(9)3091-443 « HONG KONG: /852)827-0000 
SINGAPORE: (63)226-2822 + SYDNEY: (Toll-free number) Wi 
(008)221-133 + TOKYO: (Toll-free number] (0120455655 
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Pila 


Singapore Airlines 
and Swissair have both 
chosen Delta Air Lines 

as their partner in a 
global alliance. If you're 

familiar with their 
standards, then you're 

familiar with ours. 
Come Experience 
Travel Thats Anything 


But Ordinary. 
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Two escape artists have tied themselves together as shown. 
Can they separate themselves without cutting the string or untying the knots? 
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E Can you free yourself 
from networking tangles without 





unravelling your network? 


Spent any money on computers lately? 

Hopefully, it's not a sore subject. If it is, it’s probably because 
you've discovered that not all computers want to talk to each 
other. Yet the need for computers to exchange information 





has never been greater. How do you get them to communicate 
without totally changing what you already have? 

We believe you do itby working with companies that believe 
in open systems. That's why we shared the UNIX? operating 
system, which was invented at AT&T Bell Laboratories, with other 
manufacturers. Now, through the people and products of NCR, 
an AT&T company, we're helping businesses create networks that 
can use many different suppliers and technologies. This 

approach lets you design your network around your needs, and 
not around the vision of a single vendor. 

AT&T supplies a range of services and equipment to 
consumers, business customers and telephone companies. We 
do it by listening closely and working together with you towards 

a solution, rather than by telling you we have a prepackaged 
answer to every problem you face. 

In other words, we model our networked communications 
on the most open relationship of all: the one we have with 
our customers. 


& |99] Bankers Trust New York Corporation and its affiliated companies. 
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Risk surrounds almost 
everything worth having. 


Maybe you're building cars. Maybe you're building 
buildings. Between you and your corporate goals lies a 
complex set of risks. 

Manage the risk, and you'll prosper. Ignore it, 
and vou won't. Managing a business is almost wholly a 
matter of managing risk. 

Here, Bankers Trust can help. Our whole enter- 
prise is dedicated to helping clients shed risk that can 
hurt them. And assume risk by which they can profit. 


We're not just talking traditional risk: currency, 





interest rates, commoxdity prices. 

But if your market share is menaced by imports, 
we'll help you neutralise that threat. If your pension funds 
are lagging their liabilities, we'll help you fix that, too. 

Surprised? Don’t be. Our unique strength is 
managing virtually every type of global risk. 

So go for the things worth having. Bankers Trust 


can help put them well within your grasp. 


B bankers Irust 
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-All the reforms do is slightly enhance 
ie potential of the 1995 legislature to per- 
irm its constitutional duty to hold the ter- 
ory's non-elected executive accountable 
_ad discourage it from exercising its abso- 
ilte powers in an arbitrary way. 

....A further advantage will be to give the 
*''ongkong legislature, as a whole, a more 
_ edible mandate to represent and speak 
Jer the people of Hongkong and so dem- 
_ 3strate that the territory is governed by 
_semocratic institutions and the rule of law. 
_ These modest measures will not usurp 
pae powers of the Hongkong Government. 
‘or do they seek to abrogate the powers 
ested in the future government by the 
_asic Law approved by the National Peo- 
lMe/s Congress in 1990. 

_ But they will, as indeed they should, 
"erve to help check the conduct of the gov- 
_nment of the Hongkong Special Admin- 
. trative Region after 1997 if left in place by 
_ hina when it assumes sovereignty. 

_ For better or for worse that government 
_ to be executive-led, its senior officials se- 
ected and appointed by the Peking gov- 
smment, and it will be vested with a mo- 
popoly of power to make policies for the 
gion and to implement them. All this is 
wecreed by the Basic Law. 

. As China has successfully suppressed 
^e development of democratic govern- 
^nt in Hongkong and ensured the con- 
^nuation beyond 1997 of colonial-style 
sathoritarian rule, but under Chinese su- 
eerainty, the view that making Hongkong’s 
"ureaucracy accountable was always more 
important than introducing Westminster- 
tyle parliamentary democracy, has ac- 
iuired the virtue of necessity. 

























95 years of British colonial rule. Pro- 
at this late hour, the Patten package 
gitimacy to Chinese objections. 


it's determination to go ahead with 
-billion dollar airport project which 
tually. drain the Hongkong cof- 
y. Britain now looks like an outgo- 





is is coupled with the colonial gov- 
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Manoeuvring perilously close to a 
freighter laden with plutonium and trying 


to provoke a high seas collision, thereby 


endangering the ship, its crew, and its 
cargo, creates a potential for the very envi- 
ronmental hazard Greenpeace seeks to 
avoid. Although the long journey from 
France to Japan offers Greenpeace a poten- 
tial bonanza of press coverage (and the in- 
evitable rise in sympathetic donations), the 
environmentalists would have done well 
to consider the potential consequences of 
their actions before raising the Jolly Roger. 

Perhaps Greenpeace, for its own selfish 
reasons, seeks to cause a serious accident 
and lay the blame on the Japanese — there 
is no love lost between the activists and 
Japan, dating from their early showdowns 
over Japanese whaling. 
Los Angeles DAVID WOLF 
Greenpeace overboard [EDITORIAL] is ob- 
jectionable for its simple-minded adher- 
ence to "development" and damn the risk. 

The editorial says, in effect, that nuclear 
energy is clean — it is not. A Japanese 
freighter carrying the most dangerous 
known substance over our oceans is de- 
fended by saying the ship is double hulled 
and double bottomed. Why not just say the 
safety procedures are Titanic-like? 

The editorial accepts that "duly consti- 
tuted authorities in Tokyo" have the right 
to evaluate global environmental risks over 
and above a leading international conser- 
vation organisation. I am left wondering, 
and fearfully, what is the editorialist’s atti- 
tude towards human rights? 

Hongkong STEPHEN BAILEY 
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Who said what? 

In the editor's reply to a letter in the 19 
November issue you justified reporting 
Senior Minister Lee Kuan Yew as stating 
that "Singapore should show China the 
way to become a ‘big dragon’” by quoting 
not what Lee said but what the Straits 
Times journalist wrote. But how does Lee 
become responsible for a journalist’s com- 
ment? JAMES FU CHIAO SIAN 
Singapore Press Secretary to Senior Minister 


> The REVIEW regrets the error of relying on 
the Straits Times' coverage of Lee's advice to 
the Chinese. | 
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E pline than democracy." 


Official reaction was predictable, at . 
least publicly. Philippine Sen. Francisco 
“Tatad said Mr Lee had abused his hos- 

-` pitality. Sen. John Osmena accused him 


“of “subverting our democratic system." 


President Fidel Ramos likewise dis- 
tanced himself from Mr Lee's remarks, ie 


albeit more gently. Almost all, alas, fo- 


cused on Mr Lee's comments about po- 


"litical systems, which together ac- 


counted for less than two pages of a 16- - 


‘page text (see THE 5TH COLUMN for rele- 


-vänt excerpts). That's no accident, either, 
because to do otherwise would be to 

admit that the Singaporean leader was | 
` entirely right in his claim that "vested | c 
interests, corrupt politics and general - 
. disorder" are keeping the. Philippines. 





-. from reaching its potential. 


For all the chest-thumping that fol n 


d lowed, the real story. is oval, “If 
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eer ed, he sad w was s “more disc. le 
E off competition. a on | 
. Philippine industry to blossom anı 


coming too influential. But the 
of competition is not cooperati 


monopolists make vast fortunes 


-prevent competition among employ 
‘that would force up wages. 


: people like Mr Lee do not seem to b o 
ruled over by the multinationals that 
a made his country home. __ 


















vent foreign business concerns fro 


collusion, under which.a hand! 


vide little in the way of service and. elt 


the market in the Philippines is an even " 


greater priority than privatisation, Þe- 
‘cause privatisation in a closed economy Wt 
_ would only expand membership in the _ 


cartel. As for undue foreign influence; c 
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WestLB belongs at the 
top of your shortlist for cor- 
porate business. 


20 years of experience in 
Corporate Finance, the solidity 
of a State bank and the lead- 
ing role played by WestLB. On 


pape amu 
RAAT ALOT He 


this sound foundation, WestLB 


successfully combines classical 


products with innovative 
soiutions, applying the right 
mix of state-of-the-art techno- 
logy and personal creativity. 
That's why WestLB rightfully 


belongs at the top of your short- you are: in international finance. 








Introducing the German bank that is at hom 
international finance: WestLB. 


list - from Corporate Finance 
and Investment Banking to 
Treasury. And with a global 
network stretching from 


Dusseidorf to New York and 


from Tokyo to London, WestLB 


is perfectly at home where 


The Westdeutsche Landesbank 































Head Office: Dusseldorf. 


representava offices in 
1G European countries 
as well as in Being, 
Hong Kong, New York, 
Osaka, Rio de Janeiro, 70 
Singapore, Sydney, Tokyo. 
Toronto 





When South Koreans § go 
nv nig 





| December, i will be the 
first time in. decades that 
the generals are 
conspicuously absent 
a from the line-up of 
e denua candidates. For the first 
| tme, too, the country's growing 
. v economic problems rather than- 
... political issues have dominated the 
| campaign. GDP growth has slowed 
| s dna country that came to expect a 
- rapidly expanding economy as a 
—.. matter of course. But South Korea's 
voters are faced with less than 
Cc perfect candidates in what promises 
cto be a watershed presidential 
-< race, reports Seoul bureau chief 
Shim Jae Hoon as he examines the 
contending platforms of the three 
= most important candidates — Kim 
Young Sam, Kim Dae Jung and 
.... Hyundai tycoon Chung Ju Yung. 
EEN Correspondent Ed Paisley examines: 
the economic imperatives that have 
^ driven much of the election campaign | 
..as well as the unprecedented - 
*. emergence of a tycoon turned 
- politician whose blunt. talk and 
= policy prescriptions invite as much 
-scepticism as wishful belief among an 
— electorate yearning for decisive 





Cover fustration by Paul Barker. 
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Chilling Scenario 


Afghanistan is facing a catastrophic 
winter unless the international 

~ community rushes food into the still 
turbulent country, according to a senior 
UN official. The warning, contained in 
letter sent to foreign heads of state by 
UN Under Secretary-General for 
Humanitarian Affairs Jan Eliasson and 
obtained by the REVIEW, said that nearly 
4 million people will need emergency 
food aid this winter. The UN is now 
appealing for US$17.6 million to 
purchase shelters, blankets and provide 
essential health services. Further, of the 
estimated 230,000 tonnes of donated 
wheat imports Afghanistan needed in 
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Hongkong : China’ S Bombshell ES 
In an apparent bid to erodethe — — 


Hongkong Government's authority and | 
: Taiwan : irradiated Buildings 


to show its. displeasure : at democracy 
ng announces that it will 





or contracts signed by the colonial 
government after Hongkong reverts to 


. Chinese sovereignty in 1997 8 


Japan : Foreign Policy 

Foreign Minister Watanabe says it 
may take 20 or 30 years for Japan to 
be trusted in Southeast Asia as a 
peace-loving country 10 








1992, only 100,000 tonnes have been 
delivered. The situation has been made 
worse by fighting between warring 
mujahideen factions, which has 
displaced a further 500,000 people 
within the country. 


China Watchers 


Chinese leaders are waiting to see 
whether the US Democratic Party will 
invite delegates from Taiwan to 
president-elect Bill Clinton's 
inauguration ceremony on 20 January. 
The Democrats welcomed a large 
Taiwan delegation to its national 
convention in New York last July, 
including opposition Democratic 
Progressive Party chairman Hsu Hsin- 
liang, second-in-command of the ruling 
Kuomintang party Hsu Li-teh and 
Ding Mou-shih, Taiwan's de facto 
"ambassador" to the US. China believes 
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The Lee Kuan Yew-Fidel Ramos debate (4 and 29). 
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Contaminated steel used in many 


apartment buildings poses an 


environmental and public health 
problem of yet unknown 


proportions 13 


China : PLA Purge 

Efforts to isolate or retire supporters of 
former chief military commissar Yang 
Baibing continue to take a toll of senior 
military officers 14 
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any formal Taiwan representation at 
Clinton’s inauguration would signal an 
effective upgrading of the island's status. 


Seeds of Friendship 


Vietnam has mounted a campaign to 
raise funds to buy 10,000 tonnes of rice 
for Cuba, which is refusing to liberalise 
its economic policies despite hardships 
caused by the loss of its former Soviet 
patrons. Vietnamese state employees, 
who are being reminded of Havana's 
loyal support for Hanoi during its war 
with the US, are each being asked to 
donate one day's salary to the campaign. 
Officials in Hanoi were also surprised 
during a recent visit by Cuba's Deputy 
Premier Jaime Crombet Hernandez to be 
asked for a briefing on Vietnam's 
economic reforms, a subject which the 
Cubans had long refused to discuss with 
their Vietnamese counterparts. 
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ler “Takeshita and quet fixer 
naru fails to resolve the role of © 
angsters in the Sagawa Kyubin funds. 
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pina: Counselling. - 

aside a small office in Peking, 
olunteers answer the telephone to a 
ream of women confronted by the 
ressures and prohibitions arising out 
f sex and marriage. This is China's 
nly hot-line for women. Troubled 
allers are offered advice on how to 
chieve self-reliance and regain their 
alf-respect 32 


sia : Publishing 

‘hina, Taiwan and South Korea — 
nce regarded as notorious book 
irates — have turned into : 
sainstream (and major) buyers of titles 
ublished by American and European 
ompanies 34 





idonesia : : Industry 
‘ar manufacturers can expect a period 
oea turmoil when the - 


Drug Dealing 

india's challenge to the Anglo-US 
»harmaceutical giant Burroughs 
Wellcome's hold on supplies of 

he Aids-inhibiting drug AZT is 
nounting. The Indian Institute of 
Chemical Technology (ICT), which 
*cently discovered a new process 
or manufacturing AZT and licensed 
t to local drug firm Cipla, has tied 
ap deals with the Brazilian firm 
Labogan and locally based Lupin 
Laboratories. As Indian law allows drug 
datents on processes rather than 
sroducts, ICT head A. V. Rama Rao 
eels confident any dispute with 
Jurroughs Wellcome over patent rights 
will discourage the firm from 
:hallenging Indian deals elsewhere. 
„upin. Laboratories, for example, is 
'onsidering marketing the drug in 
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package early next year 38 
Tyres go flat for Astra 39 


j Indonesia : Banking | | 
ME! 3 eryadjaya family may sela . . 
-.. German offshoot in an effort to rescue 
Bank Summa 40. - 


| Japan : Projects - | a 
Osaka tries to a Asian firms to a new 





trade centre 42 


hamper Vietnam 44 


India : Technology 
-Years of economic isolation and 


central planning have left Indian 
science 30 years behind the times. 
Any hi-tech export boost may be 
limited to the use of the country's 
cheap engineers unless India can 
create a better research climate. But 
India's new mood of economic 
reformism could spur 

innovation 45 

India's Silicon Valley 46 
Successes and failures 48 


Malaysia : Banking 


More infighting is likely at Batik 
BumiputraS0 = 


Singapore : Investments 


Government fund managers win high 
praise 52 


Japan : Policies | 
Despite its opposition to rice imports 


Thailand, where there is à large and 
rapidly growing number of Hiv / Aids 
cases. With production costs claimed to 
be only 25% of Burroughs Wellcome's 
process, Rama Rao is now working on 
ways to crack the expensive base- 
chemical currently imported from 
Germany. 


Second Coming 

À millenarian cult called the 
“Association of Disciples,” also known 
as the "Wilderness Sect,” has reappeared 
in western China. Suppressed in central 
China's Shaanxi and Hubei provinces in 
1990, the cult recently resurfaced in 
Sichuan province. Its followers preach of 
the imminent end of the world, incite 
peasants to abandon their farms, foment 
anti-tax revolts and urge people to 
prepare tor "ascension to heaven." 
Sichuan authorities have called on 
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police, judicial, propaganda and 
religious bodies to eradicate the cult. 


Tongue Lashing 


Cambodia, riven by its own intense local 3 
enmities, has now become the ud 
battleground for another feud — the. 
struggle between the French and English 
languages. In late November, France's 
Ambassador to Cambodia Philippe 
Coste refused to attend a human-rights 
symposium organised by the UN 
Transitional Authority in Cambodia 
(Untac) because the meeting did not 
have any arrangements for simultaneous 
French translation. Gallic anger has been 
further fuelled because the English 
acronym "Untac" has, perhaps 
unsurprisingly, gained greater currency 
than its French counterpart "Apronuc" 
(Autorite Provisoire des Nations Unies au 
Ca m 






































: By Tai Ming Cheung i in n Hongkong | 


hina has served formal notice that 
its working relationship with 
Hongkong Governor Chris Patten 
has come to an end by declaring 
p refusal to honour 4 any contracts, leases 


'hinese Tx M in 11997. 
| LA business confidence in oe 


a banus of threats 3nd a. 
he ral SIO ran Teste immediately 


hirhed into panic. 

The Chinese statement, issued through 
ts Hongkong and Macau Affairs Office on 
0 November has heightened fears that 
Peking is now attempting to seriously 
-erode the Hongkong Government's au- 
thority so that it becomes virtually power- 


there were widely differing interpretations 


less for the rest of the transition. Although 
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- China tightens the screws on Hongkong with a move that seems 
. designed to undermine the authority of the colonial government and 
: sore investors to look towards Peking. 


of the legality of the statement, many ana- 
lysts agreed that any businessman or com- 
pany seeking to take on projects that strad- 
dle 1997 w ould now have to look as much 
to China as Hongkong to clarify where 
they may stand. 

The statement appears to make explicit 
that Peking is inextricably linking political 
and economic issues in its opposition to 
Patten. “With the British and Hongkong 
authorities making it clear that there is no 
need for political convergence, economic 
convergence is also no longer applicable”, 
says Shiu Sin-por, executive director of the 
pro-C hina, Hongkong-based, One Country, 
Two Systems Economic Research Institute. 

While the latest salvo came from the 
Hongkong and Macau Affairs Office, ana- 
lysts say that it was issued on instructions 
from more senior leaders, including patri- 
arch Deng Xiaoping. According to main- 
land officials and reports in some Hong- 
kong newspapers, Deng said that there is 
now no room for cooperation with Patten. 
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Push came to shove 


The timing of the Chinese statemet 
seems to have been dictated by Hon; 
kong's recent decision to award multi-bi 
lion dollar contracts for a new contain 
port terminal and for site formation wot 
on the proposed airport at Chek Lap Ko 
China had earlier warned that contrac 
relating to the airport's construction shoul 
not be issued without its prior consent. 

Although a strong negative reaction E 
China had been expected, the severity « 
the statement caught almost everyone 1 
Hongkong by surprise. An initial hint th; 
Peking was preparing to escalate its struj 
gle came when the chief Chinese repr 
sentative of the Joint Liaison Group QL 
Guo Fengmin threatened on 27 Novemb 
that China might not honour a contra 
worth more than HK$8 billion (USST: 
billion) for the development of a new co 
tainer terminal because the Hongkong a 
thorities had not asked for Chinese a 
proval. 

Hongkong officials had assumed that 
they awarded the contract for Contain 
Terminal Nine in the same way as for pr 
vious terminals, the Chinese would ha 
had no objections. The land for the ne 
terminal had already been included in 





st of projects that had been approved by 
he Sino-British Land Commission earlier 
inis year, and Hongkong officials said they 
aad informed China of the contract deci- 
don when it was made on 10 November. 

The belated Chinese response to the 
ontainer terminal decision appears to 
save been closely linked to Peking's anger 
ever the decision of the Legislative Council 
Legco) to provide HKS9 billion in funding 
or site formation work and other related 
«tivities for the new airport on 27 Novem- 
ser. The Hongkong Government had ini- 
tally sought a larger amount from Legco, 
ut scaled this down following strong op- 
sosition by legislators. Even so, the revised 
unding request was only narrowly ap- 
»roved by a 27-25 vote. 

Even before the statement from Peking 
was released, the local stockmarket had 
eacted badly to the earlier Chinese criti- 
isms of the airport site formation and con- 
ainer terminal contracts, with the Hang 
ng index falling by 176 points, or 3% of 
he market's value. Following the Hong- 
ong and Macau Affairs Office announce- 
nent, the stockmarket went into free-fall, 
lropping by a massive 308 points on 1 De- 
ember from 5,810 points to 5,501 points. 
‘his was the largest fall since the aborted 
foscow coup in August 1991. 

On 2 December, as the REVIEW went to 
ress, the market fell a further 100 points. 
lowever, as many fund managers had 
een uneasy with past highs, the drop was 
iot overly worrying. “There were so many 
:egatives that it was irrational for the mar- 
et to be at 6,400," said Peter Phillips, a 
und manager with Fidelity International 
nvestments in Hongkong, citing broader 
oncerns over president-elect Bill Clinton's 
»osition on the future of China's most-fa- 
'oured-nation status. 

Nevertheless, as hope made inroads on 
nvestor fears, stock prices firmed on a re- 
pectable level of volume. “We still believe 
he Chinese don't wish to jeopardise re- 
orm," another China fund manager said, 
idding "they're just after Chris Patten." 

Further, there is still plenty of liquidity 
round, and the stockmarket's recent 
noves have simply brought the Hang Seng 
ndex to where it was in early October. 
The developments of the past few days 
iave not been enough for my neighbours 
o cancel plans for a new Mercedes," was 
iow one broker summed up the prevail- 
ng mood. 

But the message from the futures mar- 
et, which saw particularly heavy dump- 
ng by mainland Chinese interests and 
vhere the January contract was selling at a 
00 point discount, is that there was room 
or further falls. 

How far the Chinese authorities are pre- 
'ared to see business confidence in Hong- 
ong evaporate and risk a sustained mar- 
et collapse through their unrelenting at- 
acks on Patten is unclear, though political 
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considerations have the upper hand at 
present. But as one political analyst said: 
"The Chinese are willing to sustain consid- 
erable short-term losses because they think 
these setbacks are largely recoverable over 
the longer term." 

Peking's worry about potentially seri- 
ous damage to Hongkong's long-term eco- 
nomic viability was reflected in the state- 
ment, which pointed out that China would 
"take a positive attitude in examining and 
approving contracts, leases and agreements 
after 30 June 1997, when representing the 
government of the future Hongkong Spe- 
cial Administrative Region." In addition, 
the statement said that "the Chinese Gov- 
ernment reiterated that investments in 
Hongkong by private capital from both 
Chinese and foreign sources remain wel- 


On Deng Xiaoping's orders. 


come." These nuances were, however, lost 
on most investors. 

Despite rapidly waning confidence in 
the business community and among pub- 
lic opinion, Patten was unmoved by the 
Chinese statement and the stockmarket 
jitters. Addressing legislators on 1 De- 
cember, the governor reiterated that he 
would pursue his democratic reform pro- 
posals in lieu of any better alternatives 
being put forward, and planned to intro- 
duce legislation for Legco's deliberation by 
the end of next February. "I honestly don't 
believe the right wav for me to respond in 
the present circumstances is to abandon a 
position which I believe to be rational," 
Patten said. 

Observers believe the chances of a com- 
promise are slipping rapidly, especially as 
the Chinese position towards Patten hard- 
ens almost by the day. One mainland ana- 
lyst said the confrontation has escalated to 
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such a serious extent that “nothing short of 
Patten’s total unconditional surrender will 
be sufficient.” But few analysts hold out 
any possibility that such a U-turn is likely. 

Shiu said that compromise is out of the 
question because there has been a funda- 
mental breakdown in trust between Patten 


and Peking. “The governor's proposals on — 
direct elections and other reforms are all | 


negotiable. But the crux of the problem is 
that he has thrown out past under- 
standings agreed between Britain and 
China." 

Patten's increasingly uncompromising 
position makes the continuing escalation of 
the dispute seemingly inevitable. With Pe- 
king's open hostility to what they regard 
as a political opportunist seeking to per- 
petuate imperialist-style policies, "the Chi- 
nese are capable of doing anything now to 
make life as difficult as possible for Patten,” 
a Western diplomat said. 

Among China's next possible moves is 
the suspension of all future JLG meetings. 
“If the British and Hongkong sides go 
ahead with these contracts despite Chinese 
disagreements, what is the use of the JLG?” 
questions Shiu, though he believes that the 
meetings will continue for the time being. 
The next JLG meeting is scheduled for mid- 
December. 

Another possibility is that the Chinese 
may not take back illegal immigrants or 
may stop cooperation with the Hongkong 
authorities over cross-border anti-smug- 
gling operations. Other analvsts, on both 
sides of the political fence, said Peking is 
unlikely to sever all its cooperation with 
the Hongkong authorities. China is sched- 
uled to post two officials to the colony at 
the end of the year to improve anti-crime 
liaison with the Hongkong police. 

A more significant move if Peking were 
to decide on further undermining the 
Hongkong Government's authority, would 
be for China to begin to set up its own 
government-in-waiting. Chinese officials 
have already pointed out that such an op- 
tion would be seriously considered if 
Patten did not drop his political reforms. 

How the latest escalation affects the 
prospects for the construction of the new 
airport is so far unclear, though there is 
growing doubt whether it can continue to 
be built given the current impasse in Sino- 
Hongkong relations. A Southeast Asian 
diplomat suggested that Peking will begin 
to emphasise more strongly the develop- 
ment of Huangtian airport in Shenzhen as 
an alternative to the Chek Lap Kok site. 

Mainland officials have begun putting 
forward suggestions that the site of the 
present airport in Shenzhen could be ceded 
to the post-1997 Hongkong administration 
and that a larger facility could be built at 
less expense than at Chek Lap Kok. Indus- 
try observers, however, dismiss the Shen- 
zhen option, saying that it is not a viable 
economic alternative. * 
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Activism in Asta 


Foreign minister reasserts Tokyo's regional role 


By Charles Smith and Robert Delfs in Tokyo 


f Japan comes under pressure from the 

Clinton administration to adopt a more 

outgoing foreign policy as many dip- 
lomatic observers in Tokyo now expect, 
few people are likely to be happier than its 
extrovert Foreign Minister Michio Wa- 
tanabe. 

Born to a military family in mountain- 
ous Tochigi prefecture north of Tokyo, 
Watanabe, 69, is a self-made politician who 
delivers blunt opinions on delicate issues 
in a strong local accent that sometimes has 
his diplomatic minders baffled. 

Watanabe's critics say he some- 
times goes too far; indeed the For- 
eign Ministry insisted on removing 
a free-wheeling comment about Ja- 
pan's relations with Russia from the 
transcript of an interview he gave to 
the REVIEW in late November. But 
his flair for personal diplomacy has 

made up for the occasional indiscre- 
tion, especially in Asia — the region 
which he sees as the top priority for 
Japanese diplomacy. One result has 
been the realisation of a long-cher- 
ished Japanese desire to exploit its 
dual identity as an Asian nation 
which also has a Western “face” by 
building bridges between the US 
and China. 

Watanabe began life as a pedlar 
in his native Tochigi. In the winter 
following Japan’s defeat in World 
War II he sold straw hats to farmers. 
He later progressed through ac- 
countancy, and a spell as a prefec- 
tural politician, to a series of top 
ministerial posts in Tokyo including 
health and welfare, agriculture, finance and 
trade and industry. 

As well as being foreign minister, 
Watanabe holds the post of deputy prime 
minister and is the leader of a major fac- 
tion in the ruling Liberal Democratic Party 
previously headed by former prime min- 
ister Yasuhiro Nakasone. In edited ex- 
cerpts from his interview with the REVIEW, 
he explains why he feels that Japan still 
has to do more to strengthen its links with 
Asia. 


The US has just pulled its forces out of 
the Philippines and meanwhile China is 
getting more active in the South China 
Sea. This makes people in Southeast Asia 
nervous, but does it also present an op- 
portunity for Japan? 


10 


In the long term it won't be possible for 
the US to continue playing the role of world 
policeman because the American budget 
won't stand it. But in the short term an 
American military presence is a must for 
Asian stability and security. That's why, 
even though the US-]. apan Security agree- 
ment is reaching its full term, we want to 
keep the treaty in force. As far as Japan is 
concerned, there's clearly a long way to go 
before Japanese troops would be trusted in 
Southeast Asia in the same way as Ameri- 
can troops. A top leader in Malaysia or Sin- 
gapore said Japan would have to work 
hard for 20 or 30 years to build up the same 





Watanabe: Japanese troops not 'trusted in Southeast Asia.' 


level of trust as American troops now en- 
Joy. 

| myself think we need to establish a 
track record. Some more history has to be 
put in place before we can be accepted as a 
truly peace loving nation. So we don't have 
any desire to send troops abroad in a 
security-maintenance capacity. 


It is often said that Japan's foreign policy 
is too much centred on the US, and that 
this makes for lack of initiative in other 
areas. Do you agree? 

There's some truth in that. There are 
various reasons why we have stayed very 
close to the US. Japan was reduced to ashes 
during the war and we rebuilt by relving 
on the US security agreement. The money 
that was spared from defence spending 
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could be used for public investment. Ar» 
of course we share common values wit 
the US. 

It's also true that we have been engage 
in continuous dialogue with the US t 
coordinate policies. So it's not surprisin 
we have been criticised for always lookin 
towards the US. All the same, we happe 
to be located in a corner of Asia and w 
can't escape from that. 


Do you often disagree with US, or Wesi 
ern, policies towards Asia? 

After the Tiananmen incident in Jun 
1989 the G7 group of industrial nation 
decided to stop aid to China. When prim 
minister Toshiki Kaifu was in office Japa 
cut aid to China for one year. I wasn't 
minister then, but I flew to China to mee 
top leaders and I also went to the US. I tok 
US leaders that our position was differer 
from the US position and we couldn't su: 
pend our aid any longer. 

We fought both the US and China dus 
ing the war. But we inflicted enos 
mous damage on China, and w 
didn’t pay reparations. Also [unlik 
the US] they didn't bomb us in re 
taliation. So [I told the US] w 
couldn't agree with the decision t 
keep on suspending aid to China. 
said we would have to resume aic 
although we would of course try t 
have China reflect on its actions [2 
Tiananmen]. 


div Sag Td MeV 


The US and China still disagre 
about human rights. Where doe 
Japan stand on that? 

The US says human rights i: 
China should be raised straigh 
away to the same level as in the US 
China takes the view that the hu 
man rights issue is related to ecc 
nomic development where [the 
say] they are at least 50 years be 
hind the US. They also ask whethe 
there was absolute equality betweei 
blacks and whites in the US 50 year 
ago, or between men and women ii 
Japan. I can't say I entirely disagree witl 
the Chinese about this. 

The Chinese also argue that things cai 
get out of control if freedom is given to 
soon. They point to Russia where [the 
say] the state is disintegrating and livin; 
standards are falling rapidly. 


President-elect Clinton may toughen US 
policy towards China. Can Japan play . 
role in smoothing the relationship? 

We already play such a role. The U! 
and China quarrel with each other quite ; 
lot and we find that there are lots of mis 
understandings between them. Take th 
case of intellectual property rights [IPR 
About a year ago each country was accus 
ing the other of breaking its word on thi 
issue. But it was really case of poor com 
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A Arco do China, the US had gone 


back on its word by demanding that China 
make retroactive. payment for using a cer- 
tain kind of American knowhow, whereas 
l ight they were only 
for future use of the same 
n I heard this I telephoned 
state Baker, and he said the 
ked for retroactive pay- 
e demand came from 
ring talks in Peking be- 
| Chinese officials. 
difficulties in talks between 
on IPR seems to be a differ- 
institutions. In the US the original 
“has rights over his invention even 
i oesn't apply for a patent. Here the 
rights belong to the first person to make a 
patent application. 

Another case of misunderstanding was 
the application to China of the Missile 
Technology Control Regime. Generally 
























g there's a lot of mistrust which 


impedes communications. In English you 
can only say yes or no. But in Chinese and 
Japanese there are lots of intermediate 
stages. 


Apart from mediating between China and 
the US, when has Japan taken the diplo- 
matic initiative in Asia? 

Cambodia is one example. There can't 
be any peace there unless China and Viet- 
nam shake hands with each other. What- 
ever it may look like from a distance, 
they've been fighting a proxy war there. So 
before I became minister I also met with 
top leaders of China and Vietnam and ar- 
ranged for a secret meeting between them. 

Also, take the case of Vietnam and 
America. We told Hanoi to cooperate fully 
with the US on the MIA [missing in action] 
issue and said we'd resume aid if they did 
so. And we have been telling the Ameri- 
cans not to push the Vietnamese into a cor- 
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The China finale 


Lame-duck Bush pursues pro-Peking line 


By Susumu Awanohara in Washington - mE 


tion, President George Bush is show- 

ing a burst of activity surrounding his 
favourite country, China. He is sending 
Commerce Secretary Barbara Franklin to 
Peking in mid-December to restore the an- 
nual cabinet-level economic talks which 
have been suspended since the 1989 Tian- 
anmen massacre. In early December, Bush 
despatched US Trade Representative Carla 
Hills to Taiwan, lifting a 13-year-old ban 
on cabinet-level visits to that country. 

Some eyebrows were raised at Bush's 
late activism, particularly as China is one 
area of US Asia policy where the adminis- 
tration of president-elect Bill Clinton may 
reverse course, notably on human rights. 

Franklin's visit may be Bush's personal 
farewell gesture towards Peking, some 
speculate. Sources say Bush wrote to Chi- 
nese leaders about his decision to sell F16 
fighter aircraft to Taiwan in September, 
explaining that it had been taken for 
domestic political reasons and promising 
that in his second term he would make 
efforts to improve US-China ties — a prom- 
ise he cannot keep. 

The stated goals of Franklin's China trip 
are straightforward: to advance US com- 
mercial interests, to monitor Chinese im- 
plementation of bilateral agreements on 
ntellectual property rights and market 


I n the waning weeks of his administra- 


10 D 





DECEMBER 1992. WE S 


access, to deal with the increasing trade | 


imbalance in Peking's favour, to continue 
to encourage economic reform in China 
and to reaffirm US interest in Hongkong's 
continued economic development. 


All agree that Bush is sending Franklin 


to China partly to balance Hills’ Taiwan 
visit, which is deemed especially necessary 
after his decision to sell Taipei F16 fighters. 
But it is a little strange if Bush's key objec- 
tive is to restore regular contact between 
top-level officials, because such a policy 
may not be followed by Clinton, a former 


_ US diplomat says. 


One Congressional staffer says: "It's 
completely irrelevant what the outgoing 
administration decides. It's a major waste 
of taxpayers’ money to send people to 
China — unless Bush and Clinton are co- 
ordinating [policy].” But Robert Sutter, 
China expert at the Congressional Research 
Service, thinks the Bush administration’s 
activism is warranted given that “we have 
a growing economic relationship with 
China and we're in the implementation 
stage of the [patent /copyright and market- 
opening] agreements." 

Now that Bush is leaving the scene, 
Asians are appreciating his China policy, 
which they have generally agreed with, 
and worrying about what Clinton might 
do to change it. 

Japanese scholars and officials ex- 
pressed concern in a long-term US-Japan 
dialogue on China, organised by The Asia 
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ner, Actually I’m still trying to ir p 
Vietnam relations. | 
Some people might say we hav 
done enough for Russia . . . but apart. 
that I don't think there's any reason fo 
to feel small. I think we can be po 
ourselves. E 





Some people say the jpe forei T 
minister is too much tied down at hor 
by the political process and thus has 
scope for personal diplomacy than, 
the Indonesian foreign minister. | 

It's true that there is a problem. On 
you become a minister it becomes hard 
to set aside specific amounts of time 1 
countries you think are important. Becot 
ing a minister is fine, but parliament 5 
for eight months a year and a lot of time 
gets wasted. However, in the ministry you 
have plenty of arms and legs to fall ba 
on so you can get results more quickly once 
you decide what you want to do. E 


Society of the US and Foreign Minist 
funded Japan Institute of International Af- 
fairs, that the US, much more than Japan 
is prepared to tolerate instability in China 
to see political progress there and that sup- 
porting stability may. put Japan on the 
wrong side of the issue. 2m 
Thus, how Clinton will deal with Chin, : 
is a major concern not just for Peking bu 
for China's neighbours. Clinton recently 
appeared to soften his rhetoric on China, 
acknowledging that it had already taken 
some positive steps — albeit under duress 
"| noted with satisfaction that in the las! 


Several months, when the Bush admin 


tration . . . took a tougher line on. goods 
made with prison labour, on unfair trade - 
practices, we began to have more modera- 
tion [on China's part], Clinton conceded. 
He kept his options open, however. 
While stating that “we have a big stak dr 
not isolating China, in seeing; that 
continues to develop a market éconor 
Clinton added that “we also have to in 
I believe, on progress in human rights 
human decency." A former US diplom 
believes all Clinton is saying is that “bei 
tough with China produced results" 
that the president-elect has not mellow 
China, meanwhile, is trying to lo 
accommodating with the parole of pro 
nent dissident Bao Zunxin, 55, an alleg« 
“black hand" of the 1989 Tiananme 
democracy protests. The historian, 
suffers from a severe heart condition, 
released 19 months before the completi: 
of his five-year sentence. 
Unlike previous political prisoner r 
leases, which were downplayed domes 
cally, Bao's parole got front-page treatme 
in government-controlled media — a "cle 
sign," according to a Western diplom: 
that the move was meant as "a propiti 
tory offering for Clinton." = 
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CAMBODIA 


UN steps up pressure 
The UN Security Council 
adopted a resolution on 30 
November aimed at forcing 
the Marxist Khmer Rouge 
faction to comply with the 
Paris peace agreement on 
Cambodia. The vote was 14 
for and none against. China, 
which abstained, warned of 
the "adverse consequences" of 
sanctions and an election 
without Khmer Rouge 
participation — two key steps 
threatened by the council. If 
the sanctions are implemented, 
the Khmer Rouge would be 
denied petroleum products, 
trade in logs and gems (mostly 
with Thailand) and access to 
its assets. outside Cambodia. In 
a retaliatory move, Thailand 
cancelled the genetal 
authorisation for-UN flights 
between Thailand and, 





Khieu Samphan: new party. 


Cambodia, and reinstated à 
mandatory three-day advance 
clearance. Also, on the day the 
resolution was adopted, the 
Khmer Rouge announced it 
would form a new National 
Unity of Cambodia Party 
headed by faction leaders 
Khieu Samphan and Son Sen, 


INDONESIA 
Attack on churches 


Armed forces chief Gen. Try 
Sutrisno confirmed on 26 
November that three churches 
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had recently been attacked and 
burnt in East Java, a traditional 
Muslim stronghold. Religious 
unrest has also emerged in 
Sumatra, where Muslims, 
angered at the proselytising 
activities of Christian groups, 
have begun distributing 
warning pamphlets to their co- 
religionists. 


TAJIKISTAN 
Leadership compromise 


In an attempt to end the civil 
war in Tajikistan, the 
parliament elected former 
communist Ali Rakhmanov, a 
leader from the southern 
Kulyiab region, as president, 
replacing Acting President 
Akbarsho Iskandarov, who 
resigned with his entire 
cabinet. Abdulmalek 
Abduljanov, from the Islamic 
opposition, was chosen as 
prime minister in a bid to 
balance the two warring 
factions. 


LAOS 


Premier moves up 


Lao Premier Khamtai 
Siphandone, 68, has been 
named to head the ruling Lao 
People’s Revolutionary Party, 
replacing Kaysone 
Phomvihane, who died on 21 
November. National Assembly 
Chairman Nouhak 
Phoumsavan, 78, was elected 
by the Lao parliament to take 
over Kaysone's role as state 
president. 


INDIA 


Ayodhya assurance 


Tension over the disputed 
religious site at Ayodhya was 
eased on 28 November when 
the Uttar Pradesh state 
government, controlled by the 
Hindu-revivalist Bharatiya 
Janata Party (BJP), assured the 
Supreme Court that a planned 
"voluntary service" at 
Ayodhya by Hindu devotees 
on 6 December would be 
“symbolic” only, and not 
involve any physical work on 


a proposed temple. The 
Congress Party-controlled 
central government has sent 
11,000 paramilitary troops to 
Ayodhya to control crowds 
and prevent any damage to a 
loth century mosque which, 
the BJP claims, stands on the 
birthplace of the deity Ram. 


BURMA 
Hunger strike 


Aung San Suu Kyi, leader of 
the National League for 
Democracy who has been 
under house arrest for more 
than three years, has begun a 
hunger strike in an attempt to 
end her detention and to force 
the ruling military junta to 
seek a negotiated political 
settlement. The League won 
the 1990 general election but 
the military refused to allow it 
to form a government. 


THAILAND 


Close call 


Prime Minister Chuan 
Leepkai's coalition 
government survived an 
opposition walkout and 
dissent from within the 
coalition to pass a politically 
charged bill scrapping the 
Internal Peacekeeping 
Directorate Act. The act, which 
empowered the Thai military 
to launch its much-criticised 
crackdown against pro- 
democracy protesters in May, 
was revoked after the coalition 
scraped together just two more 
votes than the required 
quorum. 


Aids: The cost per 
of care 
(1990) 


m 


North America 31,995 
Western Europe 22,391 
Oceania 14,015 


Latin America 1,992 
Northeast Asia 23,160 
Southeast Asia 1.700 


Source: Panos Institute 
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Li Peng: Vietnam agenda. 


VIETNAM 
Neighbourly ties 


Premier Li Peng began a five- 
day visit to Vietnam on 30 
November, the first by a 
Chinese premier since Zhou 
Enlai visited 21 years ago. Li's 
agenda is said to include talks 
on Peking's moves to advance 
its territorial claims in the 
South China Sea and the 
signing of four agreements on 
investment and economic, 
technological, scientific and 
cultural cooperation. 


JAPAN 


Plutonium watch 


Japan's Science and 
Technology Agency will begin 
issuing annual reports on 
stockpiles of plutonium and 
other fissionable materials 
starting this year, a spokesman 
said. Until now, the agency 
did not release data obtained 
from its surveys of nuclear 
facilities. Japan operates an 
experimental plutonium 
reprocessing plant and is 
expected to begin operations 
at the Monju fast breeder 
reactor some time next year. 
The decision was prompted in 
part by the controversy over 
the Japanese plutonium vessel 
Akatsuki Maru, which entered 
the Indian Ocean on 30 
November on its first voyage 
carrying reprocessed 
plutonium oxide from France 
to Japan. 
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['Yaipei' s Minsheng Villa, spacious, 
-quiet and close to the booming fi- 
JE nancial district, would seem the 
pitome of the middle-class Taiwanese 
fream. Indeed it was — until last July, 
ivhen it was discovered that radiation lev- 
‘ls in the 70-apartment complex were 
hundreds of times" above safe limits. 
Now Minsheng Villa symbolises a poten- 
lial public health and environmental crisis 
&hose dimensions are as yet unclear. 

"We worked a lifetime to buy these 
komes,” said Jerry Tsai, spokesman for the 
wsidents’ self-help committee. "What will 
ve.say when our children get cancer?" 

The relevant authorities differ widely 
wn the potency of that threat, which only 
erves to heighten the fears of residents in 





“insheng Villa and the six other buildings 


ince found to be contaminated. 

The common factor in all of 
raipei's irradiated buildings is 
ebar, or reinforced steel bars, 
ainted by Cobalt 60, a toxic ele- 
ment once used in shipboard 
onar equipment. Taiwan's 
Atomic Energy Council (AEC) 
— the nuclear watchdog re- 
‘ponsible for everything from 
medical waste to atomic reac- 
ors. — suspects the island’s 
hipbreakers of mistakenly mix- 
ng together scrap from such 
quipment with metal from im- 
»orted hulls. The AEC says that 
or at least three years, tonnes of radioac- 
ave scrap were recycled into rebar and sold 
© construction companies. 

The existence of irradiated buildings 
surfaced in July, when an off-duty em- 
»loyee of the state-owned Taiwan Power 

Zo. took a geiger counter back to his com- 
zany dormitory and discovered dangerous 
evels of background radiation. Soon after- 
wards, a reporter from the Chinese-lan- 
ruage newspaper Liberty Times discovered 
'ontamination at Minsheng Villa. Out of 
nore than 100 buildings since tested, six 
ave been found to be contaminated. 


. The UN International Atomic Energy 


Agency defines "safe" occupational expo- 
sure to radiation — a standard set for em- 
»loyees of nuclear power facilities — at an 
innual rate of 2 rem (roentgen equivalent, 
nan) or less. UN guidelines suggest civil- 
an exposure should not exceed one tenth 











ccupational level, or 0.2 rem im ! 
s . medical examinations to residents of irra- 


Jelger counters discover irradiated apartments 


According to AEC data, since 1983 some 
Minsheng Villa residents have been ex- 
posed to radiation exceeding 13 rem per 
year. Critics, however, said this figure fails 
to take into account time spent in hallway 
and lift areas where — according to resi- 
dents and reporters equipped with geiger 
counters — the contamination is hundreds 
of times greater than in individual apart- 
ments. 

The critics also said the AEC, which has 
begun to quietly assess the scale of Tai- 
war's irradiated building problem, may be 
more worried than it appears. A high-rank- 
ing AEC official told the REVIEW that a com- 
prehensive check is already under way of 
about 5,000 structures built in Taipei be- 
tween 1982-84. The official said radiation- 
sensitive badges will soon be sent out to 
the first of some 100,000 households tar- 
geted for testing. 





The AEc is also collecting data on about 
10,000 buildings outside Taipei built in the 
same period as part of a screening pro- 
gramme that will take five years and cost 
US$25 million. 

But fundamental questions about the 
extent of Taiwan's irradiated building 
threat remain unanswered. Officials, for 
example, do not know how many of Tai- 
wan's 300-odd steel mills produced con- 
taminated rebar, nor have they pinpointed 
the construction companies that used the 
bars. 

Further, the AEC is unwilling to estimate 
how many irradiated buildings remain 
undiscovered or what the possible impact 
on public health may be. 

"Basically the contamination is minor," 
AEC division chief Tsai Chao-ming said, 
though he added that "certain people, like 


pregnant women, children and the elderly 


are at risk." He said the AEC is offering free 
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- diated flats and plans to track the | 





hundreds of exposed residents over tl 

next two decades. 4 
However low-key, the search for x rail 

active buildings puts the council in an aw 

ward position. Media reports show t 

government knew of tainted rebar in 19! 

but failed to prevent its sale. And, in a re 

elation which has already triggered or 

AEC shakeup, documents show that in 19; 

a council inspector sent to Minsheng to ce 

tify a dental X-ray machine detected 1 

sual background radiation but failed: toi 

vestigate further. a 
One AEC source — who described the | 

X-ray episode as "a case of misadministra- 

tion, not a coverup” — said the Bureau of 

Investigation has begun examining the -.. 

council's handling of tainted rebar. How- 

ever, a second AEC official, noting that __ 

programmes to check scrap metal for ra- 

diation still have not been set up, would 

not rule out contaminated rebar again be- 

ing used by Taiwan’s construction indus- 





Critics also. accuse the AEC of. . 
downplaying a major public health crisis. — 
Chiang Kuo-lung, a physics professor and — 
environmentalist at the National Taiwan 
University, said the AEC's failure to admit — 

» mistakes showed "weaketh- . 
cs” and called for council chief __ 
Hsu Yih-yun to be dismissed = __ 
for incompetence. In a recent. 
article, Lin Pi-yau, a Tunghai | 
University chemistry professor, 
charged the council with |. 
"^ "trivialising the disastrous out- — 
come of exposure to radiation" 
to support the government's __ 
pro-nuclear energy policy. — 
Chiang, who is also an ad- 
viser to the Taipei county gov- 
ernment, said the handling of — 
the irradiated building issue 
further justified what oppo- 
nents of Taiwan's ambitious nuclear en- 
ergy programme have advocated for years 
— a regulatory watchdog independent of 
the policy-making AEC. "We would like to 
see the AEC split into an energy department 
and a nuclear regulatory committee," he 
said. "Assigning both jobs to one agency is 
a conflict of interest." : 

The AEC response to such accusations 
has been to note the advice of its critics 
and seek the help of other government 
agencies, including the justice and interi 
ministries, the health department and Tz 
pers city government. 

Meanwhile, Minsheng Villa's self-help 
committee is negotiating with the govern 
ment over the demolition of the buildin 
The authorities have approved reconstru 
tion, but offered no compensation to covi 
the cost. Residents insist the AEC should: 
least subsidise this expense, and have ni 
ruled out suing the government should it 
fail to do. 50. 



























By Tai M Ming Cheung in Hongkong - 


he systematic purge of Gen. Yang 
| . Baibing s political power base con- 
4M. tinues to spread down through the 
—senior ranks of China's armed forces, re- 
moving or isolating officers whose loyalty 
to the communist party is seen by patri- 
¿arch Deng Xiaoping to have been tainted 
by their connection to the ambitious former 
| chief political commissar. 
(0 Deng — who suspected Yang of plot- 
||. ting a coup to assume power following his 
| death — launched his purge at the 14th 
... Party Congress in October by sidelining the 
powerful commissar. Since then, the Peo- 
(o. ple's Liberation Army (PLA) has undergone 
one of the most extensive shake-ups of sen- 
ior military ranks in its history. A majority 
of top generals have been moved, retired 
. or placed in inactive posts in an effort to 
|. ensure that Yang's power base within the 
_ PLA is completely eliminated. 
= According to diplomatic observers and 
|. press accounts in Hongkong, Deng moved 
... against Yang in after receiving reports that 
othe then chief of the PLA General Political 
-o Department (GPD) and concurrent general 
"secretary of the Central Military Commis- 
sion (CMC) had held secret meetings in Sep- 
tember with some of his closest supporters 
|. to discuss the army's role after the patri- 
_ arch's death. Although analysts do not be- 
_ lieve Yang and his aides were directly plot- 
___ ting to launch a coup, there was mounting 
— -concern among top leaders that Yang was 
v preparing to make a grab for power after 
^. having steadily built up his influence by 
"promoting loyalists to key PLA posts. 
|... Deng is believed to have called some of 
5s China's top leaders to his home in late Sep- 
-tember or early October to discuss Yang's 
fate. Those attending included Chinese 
Communist Party General Secretary and 
CMC Chairman Jiang Zemin, Premier Li 
Peng, State President and Yang's elder half- 
brother Yang Shangkun and National Peo- 
ple's Congress Chairman Wan Li. 
^. Other reports also indicated that a 
number of influential retired militarv offic- 
ers lobbied Deng for Yang’s removal. The 




















tary Academy commandant Xiao Ke and 
former defence minister Zhang Aiping. 
Zhang's appearance on television in mid- 
November marked the end of three years' 
political exile that followed his public res- 
ervations, shared by several other retired 
generals, over the use of force in the run- 
up to the June 1989 military crackdown. 


most vocal of them included former Mili- 


Yangs proteges fall as army shake-up continues 


Foreign military analvsts said the scale 
of changes now taking place is almost un- 
precedented in the PLA's history. Even 
when Lin Biao attempted to assassinate 
Mao Zedong in 1971, the subsequent purge 
of his supporters was not as extensive as 
the current campaign. Almost every major 
central headquarters and regional military 
command has now seen senior officers and 
commissars replaced. 

Nearly 300 generals have so far been 
affected by the reshuffle, which analysts 
said are being carried out by two of Deng's 
closest military aides, CMC Vice-Chairman 
Gen. Zhang Zhen and newly promoted 
GPD Deputy Director Gen. Wang Ruilin. To 
mask the extent of the moves, however, 
the authorities are only releasing informa- 
tion on an ad-hoc basis. 

The most common tactic used to under- 


principal < assistants. 


Zhang was one of he 









A large number of other officers whe 
also served in the Peking MR and wh 
were promoted by Yang in recent month 
are also being sidelined. About 40 officer: 
who were promoted by Yang into the GP’ 
and other headquarters departments abou. 
two weeks before his sacking have hae 
their promotions revoked, including the 
editor-in-chief of the Liberation Army Dail: 
and several deputy editors. A deputy Pe 
king MR commander, Maj.-Gen. Zou Yugii 
was also transferred out of Peking to the 
Lanzhou MR, also as a deputy commander 
because of his close associations wit? 
Yang. 

These officers are suspected of being 
among those who attended a series of pri. 
vate meetings held by Yang in the pas 
year. These meetings, along with other: 
held in September, are now being investi 
gated by military authorities. Subjects re: 
lating to the role of the PLA and PAP in thé 
internal power structure, including thei 
ability to deal with riots and other politica 
disturbances, were apparently discussed ai 
the meetings. 





mine any attempt by senior officers to cre- 
ate power bases has been simply to move 
them away from their commands. For ex- 
ample, Maj-Gen. Zhang Gong, political 
commissar of the Peking military region 
(MR), has been sent to Chengdu MR and 
replaced by the Chengdu MR commissar 
Lieut-Gen. Gu Shanqing. Zhang's switch is 
seen as a demotion, as Chengdu is a less 
prestigious posting than Peking. 

Analysts believe that Zhang's Chengdu 
move will be followed by his retirement. 
Zhang’s meteoric rise to take overall charge 
of political duties in the Peking MR in 1990 
from his previous position as the director 
of the MR's political department was 
largely due to his close ties with Yang and 


a hardline performance during the 1989 . 
military crackdown. When Yang served as. 
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Although such topics are a regular par! 
of any military's contingency planning 
analysts said it was inappropriate for Yang 
in his capacity as GPD director to chair these 
discussions. In addition, other senior com: 
manders who should have attended the 
meetings — notably the chief of genera 
staff — were not informed they were being 
held. 

Other officers who are believed to have 
been sidelined include deputy chief of the 
PLA General Staff Department (GSD) Lieut. 
Gen. He Qizhong, who becomes a deputy 
commander of the Nanjing MR. Two GPE 
deputy chiefs were also demoted. Lieut 
Gen. Zhou Wenyuan has been reassignec 
as a deputy commissar in the Shenyang 


MR, while Maj.-Gen. Li Jinai has joined the 
. Commission for Science, Technolog ó 










O | 
mndustry for National Defence as a deputy | 
sommissar. 

The demotion of these two officers re- 
@ects a major purge under way in the GPD, 
ne of Yang's principal bastions of power. 

*ollowing Yang's replacement as chief po- 
®tical commissar by Lieut-Gen. Yu Yongbo, 
who was also a deputy GPD chief, all three 
wf the GPD's deputy director slots fell va- 

ant. One of these posts has since been 
Milled by Deng's chief military aide Wang 
Ruilin, who many analysts now regard as 
She GPD's de facto head. 

Rather than fill the other two vacant 
»osts, three assistant GPD directors were 
ppointed instead — the first time these 
sitions have been activated since 1984. 
*hey are Zhou Ziyu, a commissar at the 
^ir Force Academy, Maj.-Gen. Xu Caihou, 
ommissar of the Changchun-based 16th 
sroup Army in Jilin province and Maj.- 
sen. Du Tiehuan, commissar of the 
Soshan-based 67th Group Army in 
Shandong province. 

Three assistant GSD chiefs were also ap- 
»ointed for the first time since the early 
980s. They are Maj.-Gen. Xiong Guangkai, 
»evious head of the GSD military intelli- 
gence, Maj.-Gen. Kui Fulin, head of the GSD 
»perations sub-department and Maj.-Gen. 
Vu Quanxu, commander of the Ist Group 
Army in Nanjing. Xiong will probably take 
»ver some of the functions of Gen. Xu Xin 
vho retired as deputy GSD chief, while Kui 
nay assume some of the duties of another 
etiring deputy GSD chief, Lieut-Gen. Han 
Tuaizhi. In addition, there are two other 
leputy GSD commanders, Lieut-Gen. Xu 
Tuizi and a new appointee, Maj.-Gen. Cao 
»angchuan, who was previously in charge 
f the CMC's weapons trade office. 

The official campaign against Yang and 
ais supporters has not been confined solely 
© the military bureaucracy. For example, 
in a none-too-subtle allusion to Yang's ex- 
‘esses, the official Chinese press published 
a five-point CMC directive on 25 November 
hat stressed the need to develop the PLA's 
raditions and root out corruption in the 
'anks. Among the points emphasised, the 
lirective said the "improper promotion 
ind use of cadres must be corrected, the 
1se of power for personal gain and the ex- 
change of power for money must be 
stopped." 

At least one officer, Maj.-Gen. Liang 
3ingzhi, a senior GPD staff officer and head 
X one of its commercial companies, has 
deen arrested on corruption charges in the 
-urrent purge of Yang's supporters. Fur- 
ther, Yang himself — who had long 
warned against the development of un- 
Yealthy tendencies within the ranks be- 
cause of the growing increase of Western 
nfluences — is believed to have been criti- 
‘ised for engaging in "spiritual pollution." 
Yang was apparently extremely fond of 
volding dance parties that were well at- 
ended by young women. * 
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Bring on the dancing girls: South Korea's presidential race also has its less intense moments. 


q 


SOUTH KOREA 





perfect choices 


At a time of economic and political transition, two Kims and a maverick 
tycoon present a leadership dilemma to voters in the 18 December 


presidential election. 


By Shim Jae Hoon in Seoul 





We need a strong president 
to deal with the problem of 
economic slowdown. We 
need to push political and so- 

cial reforms. I will have a 
\\ highway opened to connect 

this region with rest of the 
country, have your roads paved, new in- 
dustries built here . . . If you elect me presi- 
dent, I will resist rice imports even at the 
cost of my office!” 

It was vintage Kim Young Sam — 
shrewdly mixing pork barrel promises 
with the national issue of opening the rice 
market to foreign imports under pressure 
at the Uruguay Round trade talks. The rul- 
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ing Democratic Liberal Party's (DLP) presi- 
dential candidate was speaking on 21 No- 
vember in Chungju, in South Korea's 
ricebelt, as he formally launched his cam- 
paign for the 18 December election. 

Another candidate, business tycoon 
Chung Ju Yung of the opposition United 
People’s Party (UPP), is also wooing the 
farm vote. A few days later, in the agricul- 
tural town of Hamyang, south of Chungju, 
Chung tore into Kim's call for a strong gov- 
ernment: “The era of strong government 
has passed," boomed the founder of 
Hyundai, the second-ranking chaebol, or 
business conglomerate. “You shouldn't al- 
low the government to run the economy 
for you, it should be run by businessmen 
in the private sector.” 
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The election comes at a time when th 
nation's 43 million people are preparing t 
restructure their economic, social and pí 
litical institutions. Given the multiple cha 
lenges the country faces — ranging fror 
market openings to a probable collapse « 
the Kim Il Sung regime in North Kore 
within the new president's five-year teri 
— the December poll is being seen as 
watershed in South Korea's history. 

Eight candidates are in the race to su 
ceed President Roh Tae Woo in Februat 
1993. But, in a campaign no longer dom 
nated by the issue of democracy but I 
fears about South Korea's flaggir 
economy, the fight is mainly between Ki 
Young Sam, 65, Chung Ju Yung, 77, ar 
Kim Dae Jung, 67, standard bearer of tl 
main opposition Democratic Party. Provi 
ing more cause for worry was the rece 
central bank announcement that the thin 
quarter GNP growth rate was only 3.1% - 
the lowest level in 11 vears. 
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With about 40% of voters saying they 
rre still undecided, it is a remarkable race 
1 many respects. It is the first election since 
963 in which the government candidate 
as not been a military figure. And, reflect- 
yg the pluralism achieved since the last 
fection in 1987, it is the first time a major 
usiness figure has stepped out into the 
»residential arena. 

“Regional neighbours will watch closely 
p see how South Korea performs economi- 
ally after its transition to a civilian gov- 
xmnment," says Kil Soong Hoom, political 
cience professor at Seoul National Univer- 
ity. ^Will the country be able to sustain its 
'conomic miracle even under a political 
ystem minimising social and political regi- 
mentation? South Korea will test the theory 
hat the rapid development of newly in- 
lustrialising economies in East Asia can be 
epeated only under an authoritarian po- 
litical culture,” he says. 

If Chung wins, it could have implica- 
ions not just for South Korea but other 
iast Asian countries long dominated by 
Zonfucian tenets whereby businessmen 
and politicians do not, and should not, tres- 
vass into each other's territory and where 
»usinessmen have traditionally stayed at 
he bottom of the social pecking order. 

The impact will be no less significant if 
victory goes to one of the Kims, 
oth veterans of the Korean po- 
itical scene. A win by either 
Kim will certainly mean the po- 
itical retirement of the loser, 
riggering a massive realign- 
ment in the South Korean politi- 
zal establishment. Kim Dae Jung 
has said that if he loses his third 
oid for the presidency he will 
“devote [the] rest of my life to 

training second-generation lead- 
ers,” implying that he will quit 
the leadership of the country’s 
biggest opposition party. 

But, he thinks he has a “rock 
solid” chance of winning this 
time. He says the tendency for 
South Koreans to vote for their 
native sons even in nationwide 
elections is steadily waning, thus improv- 
ing his chances of overcoming prejudice by 
voters outside his native Cholla region. The 
ruling party under his lifelong rival Kim 
Young Sam is in disarray, partly because 
of a series of defections by MPs. Kim Dae 
Jung is also banking on the increasing 
number of voters in the 20-40 age group — 
now comprising 60% of the electorate — to 
rally behind his slogan of "Let's go to the 
polls on Friday [18 December] and 
change." 

Seoul, with 7.3 million voters, will be 
the main battleground for all three candi- 
dates. But it is Kim Dae Jung who is now 
leading the pack, followed closely, judging 
by news reports, by Chung who is casting 
himself as a “president versed in economic 
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issues." Kim Dae Jung won more votes in 
Seoul than Roh or Kim Young Sam in the 
last election. His Democratic Party also 
took the capital in the March general elec- 
tion, with 37.2% of the vote against 34.8% 
for the DLP. 

But outside parts of Seoul and Cholla, 
including Kwangju city, his support ranges 
from tepid to problematic. While the 
Cholla vote runs to just 3.5 million, the 
neighbouring South Kyongsang province, 
including its capital Pusan, has 5 million 
voters — and that province is Kim Young 
Sam country. 

Beyond the regional barriers, all three 
leading candidates are running neck and 
neck in most other areas, forcing them to 
campaign hard in Seoul and the central re- 
gion of Chungchong for that extra edge 
that will ensure victory. With about 80% of 
the electorate saying they plan to vote, it is 
calculated that a candidate would need at 
least 8.5 million votes to establish su- 
premacy. That assumption favours the two 
Kims, if not Chung. Kim Young Sam won 
6.3 million votes against 6.1 million for Kim 
Dae Jung in 1987. Adding 2.5 million extra 
votes to that record is not hard, they insist, 
given their long political track records. Kim 
Dae Jung is especially optimistic, saying 
many urban, industrial, reform-minded 





Kim Young Sam rally: now the 'undecideds' are being courted. 


voters will be on his side, and in Seoul 
more than anywhere else. 

Recent nationwide opinion polls show 
Kim Young Sam leading with an approval 
rate of 23% against Kim Dae Jung's 13%, 
but with as much as 40% of the voters un- 
decided. In party preference, however, 25% 
supported the Democratic Party, danger- 
ously close to the 27% for the DLP. It is a 
tight race in which Kim Young Sam has 
had to devote much energy to ensuring 
that his conservative base is not eroded, 
not only by Chung but also by minor can- 
didates like Lee Jong Chan and Park Chan 
Jong. Lee and Park bolted the ruling DLP to 
challenge the two Kims. 

Kim Young Sam faces the problem of 
fighting his image as a political lightweight 
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with a weak grasp of issues, especially the 
all-important economic agenda. “He could 
lose the race if he keeps on giving ground 
to Chung,” says Lee Man Woo, political 
science professor at Kyungnam University 
in Masan. Kim's main challenge over the 
next two weeks will be to maintain his thin 
lead by not making any gaffes in his cam- 
paign speeches, to which he is prone. 

Kim Dae Jung's vulnerability lies in his 
image as a radical, a supporter of student 
unrest and leftwing labour agitation. He 
blames the government for tarring his im- 
age in order to keep him out of presidency, 
but a recent spy case in which one of his 
party spokesmen was jailed for accepting 
money from an underground communist 
agent has shaken the Democratic Party. He 
could lose the race if a new probe into the 
case uncovers more party involvement in 
North Korean spying activities, Lee says. 

Flush with funds and fortified by his 
legendary success as a businessman, 
Chung has launched a helicopter-borne 
election blitzkrieg to spread his gospel of 
economic salvation around the country. He 
puts in 10 hours of campaigning every day, 
a punishing schedule at his age. Chung 
focuses on economic problems, for which 
he blames politicians like Kim Young Sam. 
"You can't move the economy with the 
empty brains of Kim Young 
Sam," he told a recent rally. 

His plain-talking has a mag- 
netic pull on Koreans from all 
walks of life. The UPP's business- 
management techniques in run- 
ning the campaign, including 
the clever use of newspaper and 
television advertising, is the 
cause of much envy — and de- 
spair — among many DLP cam- 
paigners. One of Chung's much 
advertised claims is that, as 
president, he will halve apart- 
ment prices by cutting back on 
government taxes. Chung also 
makes provocative statements 
on other aspects of the economy 
which work well with the 
campaign crowds but do not 
necessarily make for sensible policy. He 
claims he will be able to triple South 
Korea's per-capita GNP to US$20,000 in the 
next five years, bring down inflation from 
10% now to 3%, and turn the trade balance 
from deficit to surplus in two to three 
years. All this he will achieve, he says, by 
cutting imports and government spending, 
including the scrapping of big infrastruc- 
ture projects. 

“I am going to be the president who 
fixes the economy ruined by government 
mismanagement," Chung vows. Some of 
his pronouncements sound too simple to 
economists, but even his critics never lose 
sight of the fact that he has successfully 
run a vast corporate empire. 

In the last parliamentary election in 
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March, Chung and the UPP, after just six 
weeks of campaigning, won 17.4% of the 
ballot (3.6 million votes) by exploiting dis- 
enchantment over the DLP’s failure to tackle 
problems like sagging exports and high 
interest rates. After that surprisingly strong 
performance, no one is belittling Chung's 
political acumen. His party routed the DLP 
in Taegu city and other areas of North 
Kyongsang province — Roh's power base 
— to take 31 seats in the 299-member Na- 
tional Assembly. 

Chung claims he will more than double 
the size of victory this time, declaring he 
can get as many as 10 million votes by 
mustering all 170,000 people on the Hy- 
undai payroll as campaigners. The calcula- 
tion runs thus: on average, each employee 
has three voters in his or her family; not 
only will they all vote for him, each of them 
will also "persuade" 20 friends or relatives 
to support them, thereby delivering a total 
of 10 million votes. 

That does not address one fundamental 
weakness in the Chung candidacy that 
many voters say they are worried about — 
his age. If he wins he will have turned 82 
by the end of his term in office. This is 
considered too old for the strains of the 
presidency in a country on a perpetual war 
footing with North Korea. 

That leaves Kim Young 
Sam as the only "rational" 
choice, says Kil, whose analy- 
sis of presidential hopefuls is 
quoted by all candidates to 
back their claims. Kim Young 
Sam, says Kil, stands for sta- 
bility and, above all, reforms 
within the system, not in con- 
cert with Centre-Left forces as 
Kim Dae Jung is suspected to. 

However, Kil adds, the 
past 31 years have seen an 
unbroken line of presidents 
from the Kyongsang region 
in the southeast of the coun- 
try; a Kim Young Sam victory 
will mean yet another presi- 
dent from the same region and may not be 
conducive to keeping the country politi- 
cally united at a difficult time of transition 
on the Korean peninsula. 

Part of that transition could well involve 
the North. It is seen likely that within the 
term of next president, Kim Il Sung, who is 
82, may depart from the scene and that 
North Korea subsequently will go through 
a phase of far-reaching upheaval, includ- 
ing developments that may hasten reunifi- 
cation with the South. The failure of the 
Northern economy under hardline com- 
munist rule, and the lessons of the 1991 
German reunification, has many South 
Koreans worried about the economic cost 
they may have to bear in the event of unity 
on the peninsula. It is challenges like this 
that promise to make the 18 December 
election a crucial choice of leadership. m 
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Tycoon’s promise 


Hyundai chief tries to dispel spoiler's image 


By Ed Paisley in Taegu 
"Our abilities can be deve- 
loped only so long as we are 
willing to try to do some- 
thing else," thundered the 
77-year-old candidate of the 
United People's Party (UPP), 
Chung Ju Yung, at a recent 
election rally in this city in North 
Kyongsang province. 

Chung is ambitious. He is also a gam- 
bler. He built Hyundai into the nation's 
second-largest business conglomerate 
through successive ventures into untried 
industries, from construction projects in 
Vietnam and the Middle Fast to cars, elec- 
tronics and petrochemicals. Now he is risk- 
ing his personal fortune and that of Hy- 
undai by trying something else: politics. 

Chung, though, is a calculating gam- 
bler. When he addressed the rally, he came 











Chung the populist: election blitzkrieg belies his years. 


out strongly on the need for swift and deep 
economic reforms that are the key to his 
campaign to become South Korea's “eco- 
nomics" president. His rhetoric is setting 
the political agenda for the campaign, no 
matter who wins the election. 

To win the presidency, though, Chung 
needs to do more than dominate the head- 
lines. He needs to persuade at least 30% of 
the undecided voters that his campaign is 
for the good of the country and not just 
Hyundai. From the reactions of voters in 
Taegu, Chung seems to be succeeding in 
doing this. But the tougher task will be to 
dispel the notion, especially among unde- 
cided voters, that he is only a spoiler in a 
race dominated by Kim Young Sam and 
Kim Dae Jung. 

"There are many undecided voters here 
but they will vote for Chung because he is 
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a man of conviction," says a shopkeeper i: 
Taegu. He and others on the fringes of th 
rally shrugged off concerns that Chun; 
was campaigning for the benefit of Hy 
undai, though they remain undecided 
Such sentiments could prove disastrous fo 
the ruling party's Kim Young Sam, espe 
cially in North Kyongsang, which has pro 
duced ruling-party presidents (all generals 
for the past 31 years, including Presiden 
Roh Tae Woo. Roh is deeply unpopular is 
the region these days, and this antipathy i 
spilling over to Kim Young Sam, whose 
power base is in nearby South Kyongsang 

Chung is trying to profit from this dis 
gruntlement. “The bad cheque rate ix 
[North Kyongsang] is eight times the na 
tional average," Chung told the crowd! 
"How could his happen? The president is 
from here. It happened because the ruling 
party doesn't understand economics." 

From the crowd's tepid response, it is 
evident that Chung still has some way t 
go before winning them over. But his cam 
paign does seem to be gaining momentum 
Chung is trying to build on this by co-opt 
ing as many politicians as possible in ë 
grand, anti-Two Kims’ alliance. He has en- 
listed former local DLP assemblyman Kim 
Bok Dong, a popular former general repre- 
senting Taegu, and is courting Park Tae 
Joon, who once led the DLP’s dominant 
conservative faction before quitting the 
party in October. Many DLP members 
would follow Park's lead. 

Chung is also plundering other parties 
of their members. Lee Jong Chan, the only 
former general in the race, hastily an- 
nounced his bid for the presidency under 
the New Korea Party banner the day after 
Chung enlisted the bulk of its members to 
the UPP. Lee had bolted the DLP in August 
— after Kim Young Sam beat him to the 
party nomination — to form the New Ko- 
rea Party, and his hatred of Kim Young 
Sam may drive him into Chung’s arms. 

Chung must also attract to his cause the 
youthful supporters of Park Chan Jong, 
who heads the Party for New Political Re- 
form. Park, like Chung, is campaigning on 
an anti-corruption, anti-Two Kims plat- 
form. But he does not have the funds or 
the media draw of Chung. Lee Man Woo, 
a visiting US professor at Kyungnam Uni- 
versity, predicts that on election day Park 
and Lee combined are not likely to capture 
10% of the vote. If Chung is to have a 
chance of winning he will need the votes 
likely to be wasted on certain losers such 
as Lee and Park. LI 
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"With interest-rate confidence growing, a big step towards the 
"normalisation of the yield curve has been taken in the past few weeks. 
-> Interest-rate inversion is now found only at the short end of the market. 


October has been a memorable month for 
the German bond market. The progress 
made towards restoring the normal vield 
structure astounded even the optimists. 
The vield on five-year securities has 
dropped below the ten-vear vield for the 
first time since February 1989. 
~The latest issue of federal bonds, with a 
< coupon rate of 7'4 per cent and sold at 
-. par, also gives evidence of the profound 
change ín the market climate. The last 


time an issue was made on such terms 
was at year-end 1989/90 (year-end issue 


by the Federal Government). 
The Bundesbank, via fine-tuning of short- 
term rates, has nudged interest rates 
down by keeping the benchmark for 
repurchase transactions below 8.9 per 
cent. This prompted many investors to 
“jump on the bus" quickly in anticipation 
of a further key-rate cut. This inevitably 
led to temporary overshoots, so that the 
market paused repeatedly to catch its 
breath. But the general direction is clear: 
All signals are pointing to a downtrend in 
interest rates, although we should not 
forget that rates have already fallen quite 
substantially. The average. interest-rate 
level has dropped by just over one 


percentage point since early September. 
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A surge in foreign buying of German fixed-rate securities usuallyalso affects interest rates. By 
stepping up their purchases of D-mark bonds, foreign investors helped to push down the 
average yield on public bonds by more than a percentage point within a short period of time. 
In March and April foreigners had been net sellers of German bonds to the tune of DM 4 '/; 
billion, but they turned net buyers again in the following months, In July and August they even 
became the No. 1 investor group in the German bond market. Within purchases of DM 25 
billion, foreigners outdistanced banks (DM 17,6 billion) and even more so non-banks, 
which reduced their bond holdings by DM 3 '/; billion during these two months. The main 
reason for the high foreign commitment to D-mark bonds is the strength of the mark. When 
the mark appreciates (against the dollar and major European currencies), foreign buying 
kicks in and drives interest rates down. Inversely, foreigners will dispose of D-mark bonds 
when the mark's apeal fades, thus pushing interest rates up. 





the other major industrial nations. The Bundesbank is also making allowance for un 
this new situation; its response, though hesitant, is nevertheless quite effective. 
The average vield on public bonds dropped from 8.33 per cent in early September 


to 7.23 per cent on 26th October. This 
sharp drop in the public bond vield can be 
read as a move by the markets in 
anticipation of the cut in the kev rates 
expected to be made in the foreseeable 
future. 

The potential for further cuts, however, is 
limited. This, if for no other reason, be- 
cause of the inflation rate, which — 
though fairly comfortably in the three per 
cent range at present — is poised to rise 
above four per cent again early next year 
when the value-added tax is raised from 
14 per cent to 15 per cent. Inflation is 
expected to keep at this level until spring. 
The temporary acceleration of prices will 
also be taken into account by the 
Bundesbank in the conduct of its 
monetary policy. 

And another thing that should not be 


overlooked: Although across-the-board — — 


yield inversion, from money-market 
vields to the long-term bond yield, is now 
a thing of the past, there is still a reverse 
yield gap between short-term (maturities 
of up to one year) and long-term yields. 
Short-term rates would therefore have to 
fall at a faster rate than, for example, the 
ten-year bond vield. In other words, a 
drop in the long-term yield would have to 











5 The expectation of lower interest rates has been underpinned by the economic 
~ environment, i.e., the economy s marked weakening. On the other hand, inflation 
is still too high and money supply growth too fast (although opinions as to its 
implications for monetary policy differ). The fact that the Bundesbank has 
nevertheless led interest rates lower through fine-tuning is no coincidence. When 
it became ever more obvious that the uncompromising money squeeze would do 
almost irreparable damage both at home and abroad, the Bundesbank felt 
compelled to relax its policy at least to some extent. | 


Hesitant but effective 
The US and Japanese central banks, whose monetary policies had exclusively been 
geared to fighting inflation since the mid- 1980s, began to shift towards ease as 
early as in December 1990 and in July 1991, respectively. The Fed lowered the 
discount rate in seven steps from 7 to 3 per cent, and the Bank of Japan 
reduced it in five steps from 6 per cent to F4 per cent. Monetary relaxa- 
tion in both the United States and Japan was, above all, the central 
banks' inevitable response to the fact that economic growth was 
lagging far behind expectations, 

The Federal Republic of Germany, where growth estimates 
are steadily revised downwards, is playing catch-up with 
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be accompanied by an even deeper drop ~ induced by a determined key-rate cut by 
the Bundesbank-in money ~ market rates, which also include the rate for three- 
month money. 
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SOUTH KOREA 


Pocketbook set 


Economic woes dominate voters' choice 





By Ed Paisley in Seoul 





It is a first for South Korea. 
With no former generals in 
serious contention in the 18 
December presidential elec- 
tion contest, it is the candi- 
dates’ economic message — 
specifically their cures. for 
what is called the "Korean discos 
rather than their democratic creden 
that will be the touchstone for voters. 

"Economic growth and stability is the 
No. 1 issue for the voters," says Kil Soong 
Hoom, a political science professor at Seoul 
National University. “All the candidates 
are talking about it, but the voters are still 
confused." The outcome, though, could 





Where they stand 










Chung Ju Yung (United People's Party) 
picking up much of the so-called anti-Two 
Kims vote. But about 40% of the voters are 
still undecided, and opinion polls suggest 
the final outcome may indeed rest on 
which candidate is seen to offer the best 
solutions for the economy. 
This bodes ill for Kim Young Sam, the 
perceived frontrunner. First, the economic 
on. GDP growth in the third quarter 
ARM. emic (by Korean standards) 
3.17; "oer :the*same period in 1991, com- 
pared with earlier predictions of at least 
5%. This is the lowest year-on-year quar- 
terly growth rate in 11 years. On the year, 
GDP growth may fall below 5%, well below 
the government's target of 7%. 
South Korean voters are accustomed to 
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turn on which candidate presents the most 
persuasive set of economic policies, argues 
Lee Man Woo, a visiting US professor at 
Kyungnam University’s Institute of Far 
Eastern Studies in Seoul. “The voters al- 
ready have a fixed opinion of the candi- 
dates,” he says, “but that large block of 
undecided voters has yet to crystallise its 
views on who is best to lead the economy.” 

Polls show Kim Young Sam of the rul- 
ing Democratic Liberal Party (DLP) and 
Kim Dae Jung of the main opposition 
Democratic Party enjoying roughly equal 
support among committed voters, with 
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annual double-digit economic growth and 
rising standards of living. Fairly or not, 
they blame the ruling party for failing to 
deliver the goods over the last few vears. 
The Roh administration is criticised espe- 
cially for its economic stabilisation pro- 
gramme, designed to tame double-digit 
inflation and an overheated economy. It 
worked, but it also resulted in slower 
growth and rising bankruptcies. 

All three candidates have attacked 
President Roh Tae Woo's economic legacy. 
And all call for economic reforms. But 
therein lies Kim Young Sam's second prob- 
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lem — for many voters foresee a wide gay 
between his rhetoric and future perform. 
ance. 

"Voters don't associate him with eco 
nomic policy," says Lee. "They believe h« 
has few qualifications to make a diagnosi: 
of the disease or offer solutions." Ironically 
it is Kim Young Sam who coined the term 
"Korean disease." He defines this broadl 
as the absence of authority and endemis 
corruption at all levels of society. He say: 
the disease is crippling the economy. As 
head of the ruling party and with his clear 
political record, he can fix it, he says. 

His rivals — Kim Dae Jung and Chung 
— are equally persuasive in condemning 
corruption. But, while they have gone 
ahead to discuss specific economic policies 
Kim Young Sam has been unable to simi: 
larly articulate his economic vision. This 
has provided his rivals with plenty of am 
munition to question his presidential cre 
dentials. One of Chung’s many campaign 
trail digs runs thus: “President Roh tried tc 
educate Kim Young Sam once a week [or 
economic policy] at the dinner table, but 
he gave it up and quit the DLP because he 
thought if Kim becomes president we are 
all finished.” 

In a meeting with foreign reporters 
Kim Young Sam did little to dispel his im- 
age as a lightweight. He declined to dis 
cuss the details of his economic program 
me, promising "to make as few commit 
ments as possible as I don't want to be 2 
liar." Pressed for details, Kim only prom 
ised to cut cumbersome red tape through 
the singular ^will of the president." 

But Kim Young Sam has availed him- 
self of some of the best economic minds in 
the country and they are busy preparing 
their candidate for the expected TV presi- 
dential debate. Kim's ability to present the 
DLP's economic policies in a cogent fashion 
could prove a decisive factor among the 
conservative South Korean electorate. 

One member of his brains trust is Suh 
Sang Mok, former vice-president of the 
Korea Development Institute (a govern- 
ment-owned think-tank), and now head of 
the DLP's economic policy caucus in the 
National Assembly. He says that the theme 
of a Kim Young Sam administration will 
be “to improve the economy's basic com- 
petitiveness and technical know-how." 

To achieve this, “economic policymak- 
ing must be improved to include business," 
says Suh. "Like Japan, there needs to be a 
consensus between government and busi- 
ness." Suh believes that resistance from the 
chaebol, or conglomerates, angry at the gov- 
ernment's lack of consultation on economy 
is inhibiting industrial competitiveness. 

A Kim Young Sam presidency would 
differ from the Roh administration in other 
ways, too. Suh says that Roh's economic 
stabilisation programme was a reaction to 
public concern about runaway inflation 
and land prices. Declaring victory in this 


10 DECEMBER 1992 


It’s the way we make you feel that | 
makes us the world’s favourite. 


= - - 
—* de an d ee mn 


tij 


"T AM 





BRITISH AIRWAYS 
The world’ favourite airline a 


Australia TKM Automotive Pty Ltd. 612-2-8289144 * Bangladesh Multidrive Ltd. 880-2-833718 * Burma Inspection & Agency Corp. 95-1-73192 * Brunel Champion Motors Sdn Bhd 673-2-223 


“ad 


Guam Triple Enterprise Inc. 671-6469126 * Hong Kong Harmony Motors Ltd. 85252815 * India New Delhi, Raj Nath Motors 91-11-674781/Bombay, Ashiya Motors 91-22-28642! 


ML s 


Indonesia P.T. Garuda Mataram Motor Coy 62-21-8308826 * Korea Hyosung Corporation 82-2.5326967 * Malaysia Auto Dunia Sdn Bhd 60-37915511 * Nepal Dugar Brothers 97 





-—-—7 a - me a TM x . > "T -* 2 4 - 7 "aj 
EDS. "TU a 3 QNT > ed LE. "F US s m =a “ive di A Ae M z» -N 4 J s DE 


Audi go to greater lengths than 
any other car manufacturer to ensure 
that our bodywork withstands the 
ravages of time and the elements. 

Galvanising is the first step. Every 
millimetre of the car's body is covered 


x 
Audi S ten-year with a zinc coating that prevents cor- 


rosion five to ten times better than 


warranty ordinary steel. 


After galvanising, the entire under- 

against body body is sprayed with PVC. All the 
edges, seams and borders are filled 

with epoxy adhesive to keep out 


rust-through IS everything from salt water to humidity. 


Stainless steel fittings in the 


unlike exhaust system protect it from road 


water. And, perhaps incredibly, the 
any other. door hinges are made of Teflon. 
Finally, the entire car is given 
a bath in hot wax. Just to make sure. 
This exclusive process allows us 
e 109: to give Audi owners a ten-year 
E 1 ar warranty against body rust-through. 
Without periodic checks. 





This is the only warranty of its 


kind in the world. And your reminder 
that an Audi retains its beauty and 





value far longer than other cars. 

‘Test drive the new 
Audi 100 and find out 
what makes Audi better 
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Kight, Suh says a Kim Young Sam 
administration would abandon 
Roh's tight monetary policy to help 
large and small companies alike. “A 
tight monetary policy is not the 
answer, but rather tight fiscal and 
wage policies,” he says. A slightly 
easier monetary policy, he claims, 
will channel money into business en- 
terprises now that domestic con- 
sumption has slowed, land prices 
have plateaued, and energy-saving 
measures are being enacted by the 
government. He adds that lower in- 
terest rates would also result, as the 
government would not need to bor- 
row more funds in the marketplace. 
Kim Dae Jung and Chung — 
both of whom boast a better grasp 
of economic policy than Kim Young Sam 
— have a more direct and simple message 
Kor the voters: sweeping financial liberali- 
sation to get the government out of the 
business of allocating credit and to free 
business of red tape. The degree to which 
the two would unshackle business from 
government control, however, is telling. 
"The financial sector is where the gov- 
ernment is making its most serious mis- 
take," argues Kim Dae Jung. Liberalisation, 
he told the REVIEW, would make possible 
the implementation of his three economic 
policy goals: the stabilisation of prices, pri- 
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South Korean industry: the chaebol as an election issue. 


vate investment in technical innovation, 
and the nurturing of small-and medium- 
sized enterprises. 

Shrugging off fears that swift financial 
reform would destabilise the economy, 
Kim Dae Jung says interest rates would go 
up at first but would shortly fall as bankers 
and private industry worked out their own 
terms, free of government interference. 
This in turn would provide a fillip to the 
entire economy, as lower rates would en- 
able companies to service less debt and in- 
vest more in critical research and develop- 
ment. But Kim would curtail the market- 


place’s judgments in two critical ar- 
eas: unrestricted bank lending for 
“unproductive” speculation; and 
bank lending requirements for the 
nation’s small- and medium-sized 
industries. He advocates introduc- 
ing an industrial structural adjust- 
ment policy under which “the large 
conglomerates concentrate on capi- 
tal and hi-tech intensive investment, 
and leave the rest to small- and me- 
dium-sized industry.” 

Kim Dae Jung, of course, has a 
credibility problem of his own. A 2 
year government campaign to tar 
him as a dangerous leftist still leaves 
many voters wary of his new-found 
commitment to market forces, not- 
withstanding his strenuous efforts to 
move to the centre. “The problem with 
Kim is he is looking both Right and Left,” 
says Kil of Seoul National University. “Be- 
cause of this he is losing votes on the Left 
and the Right.” 

Chung has polished his economic 
theme to capitalise on the weaknesses of 
the two Kims. He sees in swift financial 
liberalisation a rather different set of re- 
sults, which should play well to disgrun- 
tled businessmen, and white- and blue-col- 
lar workers. The basic problem with the 
economy, Chung says, is simply a lack of 
cash. A quick expansion of the money sup- 
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The wonderful thing about our language 
is the way it's expressed. In a thousand little 
ways that show we understand. 


Being greeted by a doorwoman in 
Singapore. A quiet hand with the children 
from our staff in Kuala Lumpur. 

A female butler to organise trifling details 
on our Pacific Floor in Johor Bahru. And 
bands that rove our restaurants in Jakarta. 

All of which are part of a language that's 
unique. And spoken only at Pan Pacific Hotels 


and Resorts throughout Asia. 


Sometimes, it's even unspoken. 
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Hotels and Resorts 


Contact the hotel direct, your travel agent, or call our Regional Office in Singapore: Tel (65) 3396322, Fax (65) 3391861 or in Hong Kong: Tel (852) 8773321, Fax (852) 8770052 
OTHER PAN PACIFIC HOTELS AND RESORTS ARE LOCATED IN ASIA: SINGAPORE, JOHORE BAHRU, KUALA LUMPUR, JAKARTA, PANGKOR, DHAKA, WUXI, NARITA 
NORTH AMERICA: VANCOUVER, SAN FRANCISCO, SAN DIEGO, ANAHEIM, MAUNA LANI BAY. PACIFIC: AUCKLAND, GOLD COAST,VANUATA, PALAU 
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ply is in order, arguing that quick financial 
liberalisation will take care of inflation. As 
an example, Chung cites Mexico where, he 
claims, inflation is on the wane despite the 
expansion of the money supply. This is due 
to Mexico's determined reforms of the fi- 
nancial sector. 

The two Kims call for these reforms, too. 
But Chung is getting wider play among 
the electorate with his simple (some say 
crude) promises of reduced taxes and 
higher government revenues resulting 
from the crackdown. In tandem with fi- 
nancial reform, the former Hyundai chair- 
man would lift most government controls 
on business, particularly in trade and fi- 
nance. He would balance this with hefty 
limits on chaebol expansion, but is hazy on 
the details. "Trust me" is his simple slo- 
gan, after the fashion of Ross Perot in the 


US presidential election. 

Many undecided voters find Chung's 
promises appealing, but economists do not. 
"The two Kims can be forgiven for their 
economic policies, as they don't know 
what they are talking about," says an 
economist in Seoul. "Chung knows better, 
and yet still makes his promises." 

Chung's most outrageous promise is 
that he will provide housing for workers at 
half the going market rate, by launching a 
government home-mortgage programme 
and by providing government funds for 
apartment construction and housing rede- 
velopment. Voters remain sceptical of the 
plan; critics dismiss it as empty rhetoric. 
But Chung argues that as a former hous- 
ing developer, he knows what he is talking 
about. He claims that government require- 
ments for builders to purchase government 


The contending Kims 


Democracy comes to Korea just as surely as 
the dawn brings the morning — Kim 
Young Sam. 


Having helped to bring 
about that prophecy 
through his relentless 20- 
year fight for a civilian po- 
litical order, Kim is now 
seeking the fulfilment of 
another lifelong dream — 
his hope for that dawn to rise on the 
presidential Blue House with himself 
seated inside. 

It has been Kim's unswerving 
goal since he was elected to the 
National Assembly in 1954 from 
the small southern island of Koje, 
an old prisoner-of-war camp site 
that has since been transformed 
into a huge shipyard. Once in 
Seoul as a legislator representing 
the then ruling Liberal Party, 
Kim quickly gained prominence 
by switching parties and joining 
the opposition. 

Kim reversed his course in 
January 1990 when he merged 
his opposition Reunification 
Derhgcratic Party, and'its 50 or 
so MPs, with the ruling Demo- 
cratic Justice Party under President: Roh 

j Tae Woo: The move stunned South Ko- 

\rea, angering many who had taker risks 
to support his fight for a democratically 
based political system, However, the 

merger secured Kim a broad conserva- 
tive coalition, and positioned him At the 
front of the-line to succeed Reh’ 

Kim has also managed to remain 
aloof from the extremes of South Korean 





political life. His affluent background has 
long set him above and apart from cor- 
ruption scandals that taint many of the 
country’s politicians. Further, and de- 
spite his tough fight with successive au- 
thoritarian regimes, he has always kept 
his distance from radical causes. Even 
when he was close to death from a 23- 
day hunger strike in May 1983, he never 
wavered in his belief that his fight for a 
parliamentary form of government 
should remain nonviolent. 

However, all these qualities were ob- 
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Kim Dae Jung followers: support for a survivor. 


scured in the smoke generated by his de- 
fection to the government in 1990 and 
the final, popular verdict on his decision 
to merge with the ruling party can be 
expected at the polls on 18 December. 


"This is my [third and] final bid for presi- 
dency. I want to be the first democratically 
elected president to head the next civilian 
government” — Kim Dae Jung. 
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housing bonds at a hefty premium to the 
secondary market price is simply passed 
on to home buyers, resulting in an “artifi- 
cial” price rise of at least 25%. Other mea- 
sures, including financial reform, would 
drop prices even further. 

Detailed economic policy prescriptions 
such as these from Chung and Kim Dae 
Jung are being used with increasing effect 
in the election campaign. Unless Kim 
Young Sam can persuade voters that he, 
too, is capable of running the economy, he 
is in danger of losing critical swing votes. 
His call for a strong yet clean presidency 
strikes a responsive chord among South 
Korea’s conservative electorate. If he can 
spell out his policies more clearly in the 
run-up to the 18 December election he may 
win over voters who are still undecided 


but inclined to favour the ruling party. æ 


Kim's obsession with gaining the pre- 
sidency has been as strong as his com- 
mitment to democratic rule. Ever since 
he almost defeated the late dictator Park 
Chung Hee in the 1971 election, Kim's 
record of political martyrdom in the 
name of democracy has read like an epic. 

Kim survived a road accident, which 
he thinks was intended to kill him, that 
left him with a permanent limp. In Au- 
gust 1973 he was kidnapped in Tokyo 
by people many observers believe to be 
employed by the South Korean intelli- 
gence service. He was tied to a rock and 
about to be thrown into the sea when a 
mysterious aircraft — said to have been 
mobilised by the CIA — drove off 
= his kidnappers and apparently 
prevented his assassination. In 
1980, Gen. Chun Doo Hwan's 
military regime may well have 
hanged him had it not been for 
then US president Ronald 
Reagan's intervention. 

Despite his suffering in the 
name of a more democratic South 
Korea, his former association 
with the Left — mainly student 
radicals and labour activists — 
still concerns many voters who 
have benefited from South Ko- 
rea's economic success and cor- 
responding affluence. 

In an effort to address these 
fears, Kim now promotes what his sup- 
porters call a "new DJ [for Dae Jung] 
image," a smiling avuncular figure em- 
phasising forgiveness of his past 
tormentors. He vows to bring all forces, 
including Kim Young Sam and Chung 
Ju Yung, into a new "suprapartisan" 
government. Kim's electoral chances will 
depend on how successfully he has 
spread this message. | Shim Jae Hoon 
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lost in the complex worlc 


How to avoid getting 
| Taipei World Trade Center 


5r. "We 


national trade shows. The Tatpel World Taare dete 


No one said that doing business would be easy. (And in- 
don't make business simple, just simpler. See Us First 


cidentally, he was right.) But there is a place that will point 
you in the right direction. A place where you'll find trade 
Sec. 5, Taipei, Taiwan, R.O.C. Tel: (886-2)725-1111 Fax: (886-2)725-1314 





| CHINA EXTERNAL TRADE 
xA wae Operated by: ei» oomen CouNct. — 5 Hsinyi Rd.. 


It s not just the warm surroundings that guests 
find so appealing 


e Mercedes airport transfers 

e | X A J| tl IC Exec ulive | l OIS 
meeting room 

e No charge for local calls and 


credit card access calling 


e Coffee waiting at your door 


bon A AUS 1] 
alter VOU! WaKe-up 4 All 


It's a host of important room features such as 
keved-off elevator access, in-room El-safes, two 
phone lines, as well as... 


complimentary continental breakfast and 
cocktails served in one of 3 harbor-view lounges, 
and a lot of little extras 


On the Executive Floors 
at the JW Marriott Hotel 
Hong Kong, all the little 
extras don't appear on 
your bill... like in 
some hotels. 


* 


JW MARRIOTT HOTEL. 


HONG KONG 


For reservations, call The PW Marrion Hotel, Pacific Place 
88 Queensway, Hong Kong Island. Hong Kong Tel 810 866, Fax 8450717, 
The 65899 MARTT HX. In Asta Pacific: KUL 238 7059, SIN 291 7500 
SYD Toll Free 008 251259. TYO 3215 7285 
in the US and Canada Toll Free 800 228 9990 
Contac your the local travel professional or the nearest Marmot hotel 
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NEW ZEALAND 


Fear of frying 


Falling ozone levels again prompt precautions 





By Colin James in Wellington 


ew Zealand’s image as an outdoor 
N country where the national culture 

is largely determined by bucolic 
pursuits, sport, barbecues and a day at 
the beach, is again being challenged as 
the country prepares for another sum- 
mer bombardment of potentially deadly 
rays. 

Starting this month, New Zealand's tel- 
evision and radio networks will once again 
feature a “burn time” warning in their 
regular weather forecasts. This refers to the 
15 minutes or so it takes fair-skinned 
Caucasians to start to turn pink at the 
height of the day in midsummer, though 





| less fair, brown-eyed 





| children indoors between 


stead of in the middle of 
‘the day, while pharma- 


Caucasians may take 30 
minutes and darker- 
skinned people longer 
still. 

The burn warnings, a 
regular feature of sum- 
mer for the past four 
years, have wrought a 
major change in New 
Zealanders' attitudes to- 
wards their leisure activi- 
ties. For example, parents 
now increasingly keep 


11 a.m. and 3 p.m, the 
hours when the sun is at 
its strongest. Many peo- 
ple only visit the beaches 
late in the afternoon in- 


cists do a roaring trade in sunblock creams 
and dark glasses. 

The news media carry public service 
advertisements advising people to, in the 
words of one a few years ago, "slip, slap, 
slop" — slip on a T-shirt, slap on a hat and 
slop on some sunblock. The normally fas- 
tidious Health Minister Simon Upton re- 
cently even allowed himself to be photo- 
graphed in an unbecoming hat as part of 
the public education campaign. 

The problem is ozone — or, rather, a 
lack of it. New Zealanders are keenly 


. aware of a 23 million-square kilometre hole 


in the ozone layer that stretches over the 
Antarctic where atmospheric ozone is seri- 
ously depleted, allowing harmful ultravio- 
let B (UVB) rays to reach the earth's surface 
in increasing intensity. 

As the hole does not extend to New 
Zealand, there are no tales of blind salmon, 
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rabbits and sheep that are being reportec 
from the southernmost tip of Chile anc 
Argentina, which the hole covered earlie 
this year. Nevertheless, along with sun 
worshipping Queensland in Australia 
New Zealand now has the highest rate o 
skin cancer in the world. Incidences of skir 
cancer have doubled to over 1,000 in the 
past decade. UVB rays also cause eye cata 
racts and affect photosynthesis in plants 
an important factor in this still mainly agri 
cultural country. 

Dr Richard McKenzie of New Zealand": 
National Institute for Water and Atmos 
pheric Research and Dr Gunther Seck 
meyer of GSF Environmental Health o 
Munich, Germany, reported in a join 





study released in October that levels o! 
"biologically damaging" UV radiatior 
were nearly twice as high in clear, un- 
polluted New Zealand as in hazy and pol- 
luted Germany. McKenzie, who studies the 
atmosphere from a laboratory in the South 
Island's mountainous Central Otago re- 
gion, said ozone cover over New Zealand 
has dropped 5-6% in the past decade. 

All this has served to make already rela- 
tively "green" politicians in New Zealanc 
even more environmentally aware. New 
Zealand was an active participant at the 
Montreal ozone convention that drew up ë 
code for phasing out ozone-destroying 
chlorofluorocarbons (CFC) in 1987. The gov- 
ernment can now be expected to follow ê 
tightening of the Montreal Protocol, whose 
signatories agreed in late November to ac- 
celerate the phasing out of CFCs by four 
years to 1996. G 
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JAPAN 


Under the influence 


Sagawa testimony marked by inconsistencies 


By Robert Delfs in Tokyo 
ore questions were left unan- 
swered than resolved after No- 


M boru Takeshita's testimony to par- 


liament about the Sagawa Kyubin scandal 
and the role played by yakuza in his cam- 
paign to become prime minister in 1987. 

Takeshita in effect admitted to the spe- 
cifics of two meetings with Hiroyasu 
Watanabe, then president of the Sagawa 
Kyubin trucking company's Tokyo branch, 
but denied any knowledge that Watanabe 
was negotiating with a gangster leader on 
his behalf to end a harassment campaign 
being carried against him out by the ultra- 
rightwing Kominto group. 

Takeshita dismissed demands from op- 
position politicians that he resign from par- 
liament. “If I were to resign, it would be an 
admission that I became president of the 
Liberal Democratic Party and prime minis- 
ter through gang intervention." 
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Takeshita. 


In his testimony on 26 November, Take- 
shita admitted that he met Watanabe at à 
Tokyo hotel on 5 October 1987 and that 
Watanabe urged him to visit former prime 
minister Kakuei Tanaka, a suggestion 
Takeshita followed the next day. 

Takeshita also said he had the "impres- 
sion" that Watanabe's suggestion was con- 





NOTICE 


Banque Nationale de Paris and Societe 
Generale filed criminal complaints against [six] 
commercial banks (or officers thereof) with the 
Seoul District Prosecutor's Office. The com- 
plaints charge various misconduct arising in 
the course of dealing with Shinhan Interna- 
tional, a customer of the Korean banks, and 
range from criminal violations of fiduciary duties 
to violating foreign exchange controls. 


The Korean banks include (Hanil Bank, Com- 
mercial Bank of Korea, Korea First Bank, Bank 
of Seoul, KorAm Bank and Hana Bank). 


The criminal complaints relate to a dispute 
between the French banks and the six Korean 
banks arising from the failure of the Korean 
banks to make payments of some US$29 million 
under letters of credit issued by or on behalf of 
the Korean banks for Shinhan International. 
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nected with halting the Kominto harass 
ment campaign, and he admitted subse 
quently thanking Watanabe at a dinner af 
ter he became prime minister. 

However, Takeshita claimed he did nol 
know until a year later that Watanabe had 
sought Ishii's help, and disclaimed any 
knowledge that visiting Tanaka was a con- 
dition imposed by Ishii and the Kominto 
for halting the harassment campaign. 

As for thanking Watanabe later, Take- 
shita explained that "I have always been 
one to place my hands on the table and 
bow my head in gratitude. At that time | 
was in such a state [over having been made 
prime minister] that I thanked almost 
everyone | met." 

The following day, MPs also ques- 
tioned Shin Kanemaru at the hospital 
where he is being treated for glaucoma. 
Kanemaru, a political ally of Takeshita, re- 
signed from parliament in October after 
admitting he had received a ¥500 million 
(US$4 million) illegal contribution from 
Watanabe in 1990. 

Although Kanemaru acknowledged his 
relationship with Susumu Ishii, then leader 
of the Tokyo-based Inagawa-kai gangster 
organisation, he said that "Mr Ishii did fa- 
vours for me on several occasions." When 
asked to elaborate, Kanemaru replied: 
“Smear campaigns." 

But Kanemaru said he only learned of 


| Ishii's role in the Kominto affair a year later 


when he met the gangster leader at a To- 
kyo restaurant in December 1988. This con- 
tradicted an earlier statement by Watanabe 
to prosecutors in which he claimed 
Kanemaru specifically requested that he 
seek Ishii's assistance. 

Personal ethics required that he express 
gratitude to Ishii for his help, Kanemaru 
said. "If your child falls in the river and 
nearly drowns and someone helps that 
child, even if you later learn that person 
was a yakuza gang member, you are 
still indebted to that yakuza gang mem- 


| ber.” 


But Kanemaru was unforthcoming 
about the late night meeting with 
Watanabe and Takeshita on 5 October 
1987, claiming he was intoxicated at the 
time. Details of this meeting are crucial for 
establishing whether Takeshita actually 
knew about Ishii's involvement, and 
whether he was knowingly complying 
with Ishii's demand when he visited 
Tanaka the following day. 

“I remember that there was Takeshita, 
myself, [Ichiro] Ozawa, [Ihei] Aoki and 
Watanabe," Kanemaru said. "That meeting 
was held while there was a party going on 
downstairs. I drank three glasses of 
mizuwari [whisky and water] at the party. 
Later, at the meeting on the 16th floor, ! 
had a few more. Under these circum- 
stances, and because I was not interested 
in the discussion, I really don't remember 
the details very well." r 
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Discipline vs democracy 


The Philippine Business Conference on Democracy and Development, held in Manila on 18-20 
November, provided a forum for airing two widely differing views on democracy. In a rare 
example of Asean statesmen publicly expressing divergent views, Singapore's Senior Minister 
Lee Kuan Yew devoted part of his speech to the need for discipline rather than democracy in 
national development while Philippine President Fidel Ramos upheld the importance of 
democracy. Excerpts from their speeches follow. (A related REVIEW editorial appears this week.) 


; Contrary to what American political com- 
i mentators say, I do not believe that demo- 
cracy necessarily leads to development. 

| believe that what a country needs to 
develop is discipline more than democracy. 
The exuberance of democracy leads to un- 
disciplined and disorderly conditions 
which are inimical to development. 

; The ultimate test of the value of a politi- 

3 Pee cal system is whether it helps that society 

~ee Kuan Yew. to establish conditions which improve the 

standard of living for the majority of its 

»eople, plus enabling the maximum of personal freedoms com- 
»atible with the freedoms of others in society. 

I knew Filipino politics in the Marcos era as rumbustious. 
"oliticians revelled in democracy and its freedoms — [the] free- 
lom of speech, freedom of the press, and for those in office, the 
*reedom to wheel and deal. It was politics enjoyed for its own 
sake. Election campaigns were colourful and entertaining. 

-andidates made eloquent and stirring speeches. But when it was 
wer, it was back to more wheeling and dealing until the next 






"elections. The implementation of policies did not match their pre- 


sentation. 

. - . If the Ramos administration can make ordinary Filipinos 
1nderstand that politics is not simply elections with singing, fiestas 
And giveaways, but that it is about their lives, jobs and wages, 
omes, schools [and] hospitals, the situation can change dramati- 
ally. 

When ordinary Filipinos know that the country’s stagnation 
and their joblessness is because of vested interests, corrupt politics 
and general disorder and lack of confidence, they will agitate in 
support of those who want to establish law and order and 
discipline, cut high tariffs, quotas to licensing and other restrictive 
monopolistic practices in order to get investments to give them 


They will put pressure on Congress to clean up their act [and] 
demolish barriers which are [depriving] Filipinos of the progress 
enjoyed by their neighbours. Even China and Vietnam now offer 
very liberal incentives and full foreign ownership. The Philippines 
has a lively and rumbustious press and Tv. They should under- 
take this vital job as their national duty. 

... The Aquino presidency achieved the restoration of a demo- 
cratic constitution, The Ramos presidency will have to prove that 
this democratic constitution can be made to work and that devel- 
opment is achievable. Many checks and balances have been writ- 
ten into the constitution to guard against the abuse of power that 
had happened with Marcos. But they must not lead to a paralysis 
of government. 

At the end of the day, after discussion and debate, the legisla- 
ture must allow the executive to take the hard decisions. And 
people must be prepared to work to make these hard decisions 
stick. Then the world will soon change its views of prospects for 
the Philippines. 2 
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= Some are moved to indict democracy in our 
country, while others derive hope from it. 
Viewpoints differ, and even collide, be- 
cause we're all looking at the phenomenon 
of national decline . . . compared to our 
neighbours who're modernising at the 
world's fastest rate. 

[But] there is also another, and much 
brighter side, to the story of this country 
and we should not fail to remind ourselves 
about it. One part of that story is of the 
sacrifices ordinary Filipinos have made for 
the sake of freedom and democracy in this country through our 
own efforts. We have founded in this region of Asia an authentic 
democracy . . . a region, I might add, in which some so-called 
'democracies' are democracies only in name. 

We must be proud as Filipinos of having invented a new non- 
violent people's revolution in February 1986 that became the 
model for other people revolutions in the rest of the world. The 
other part of the story is how, over these past few years, we have 
turned the corner in our quest for national renewal. 

"In each country where economic change has been successful," 
observes the International Herald Tribune, "the key has been a na- 
tional consensus for change." We have started to build this con- 
sensus . . . [and] I truly believe that we can now carry out all the 
policy reforms, as well as national and regional programmes 
which are necessary for takeoff. 

Yet some of us . . . would throw away our hard-won gains in 
the political sphere in exchange for ease in decision-making. 

And I note the counsel of our valued friend . . . [Singapore's] 
Senior Minister Lee Kuan Yew, urging on us more discipline and 
less democracy. Surely what he means in the Philippine context is 
greater self-discipline for all Filipinos. Surely what he means in the 
Philippine context is greater discipline in politics and less of the 
politics of patronage. Surely what he means is greater discipline in 
business, greater discipline in paying our taxes, greater discipline 
in the use of public funds, greater discipline in government itself, 
which means less — if not negligible — graft and corruption, 
greater discipline in our relations with each other as members of 
Filipino society. Which means less bickering, less factionalism . . . 
and more of the great and treasured Filipino values that carried 
this nation to its independence . . . a century ago. 

... I can appreciate how brushing aside obstacles to his agenda 
can save a lot of time and effort for any political leader. But this 
prescription fails to consider our ill-fated flirtation with authori- 
tarianism not so long ago. 

. . Our hard-earned political achievements are in every way 
part and parcel of the national promise that we enjoy today. Be- 
cause, without them, without democracy, we cannot truly win 
development. And we should not rush to substitute for our demo- 
cratic processes the discipline of command. Democracy evokes 
from citizens a discipline of its own — the better for being volun- 
tary and not imposed from above. G 





FAR EASTERN ECONOMIC REVIEW 29 


KARIN MALMSTROM 





Traveller s Tales 


he trading frenzy starts at Korgas 
Pass, the border checkpoint that 
links China's Xinjiang Uigur Au- 
tonomous Region and Kaza- 
khstan, formerly a Soviet republic but now 
part of the Commonwealth of Independ- 
ent States. Among the waiting crowd, an 
eager, smiling Uigur greets the busloads of 
entrepreneurs from Kazakhstan, Uzbe- 
kistan, Kirgyzstan and other newly inde- 
pendent republics in Central Asia. 

He shouts: "I've got renminbi. Change 
your roubles here. You've got dollars, I can 
change that too." Crowds gather around 
to get Rmb 2 for Rbl 100. No one here is 
worried over the fact that these currencies 
are not convertible anywhere else in China, 
or the world. Here, renminbi and roubles 
buy old army watches, binoculars and 
coats that the Kazakh traders swear — 
with a grin — were used by Mikhail 
Gorbachov. “Be a big leader,” they 
cry. "Buy this coat with shoulder 
stripes. Don't wait to buy in Ili; it'll 
be three times the price." 

In the streets and hotel rooms of 
lli (whose formal name is Yining), 
just an hour's drive away to the 
southeast, nothing wearable or us- 
able is safe from scrutiny. "How 
much for that camera?" a Uigur 
teenager breathlessly asks in Rus- 
sian, groping through the milling 
throngs to tug at a camera strap 
around a Western tourist's neck. 
“What brand is it?" 

“Sorry, I'm not selling anything," 
the visitor gestures. "Then why are 
you here?" the disbelieving boy asks 
with a puzzled look as he dashes 
after his next target. 

Since May, when the Chinese Govern- 
ment officially opened border passes and 
previously closed tourist destinations, both 
traders and travellers have flashflooded 
even the most remote areas of this vast re- 
gion in northwestern China. Although 
Western tourists are only beginning to visit 
Xinjiang in force, preparations are well 
under way to receive increasing numbers 
of adventurers curious about the legendary 
Silk Road. 

No matter whether you're coming to do 
business or sightsee in Xinjiang, it’s a long 
road from anywhere, East or West. “I'm 
from Osh, Uzbekistan,” says Dilmar 
Mamasaipata, a golden-toothed grand- 
mother who made the arduous bus jour- 
ney from Osh to see her relatives in 
Kashgar. "They won't let people on per- 
sonal visits through Trurgart Pass [near 
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Kashgar]. It's only open for traders. I'm 
here on à three-month visa and hope in 
that time to get five of my family members 
out with me to Osh." 

Dilmar moved from Kashgar 10 years 
ago to Osh and says life is much better 
there, making no comment about the re- 
cent unrest in Tajikistan and the resulting 
refugee problem. On one leg of her jour- 
ney Dilmar, who converses easily with the 
Uigurs in their common language, sits pa- 
tiently on the three-day bus from Ili to 
Kashgar. She is better dressed than her eth- 
nic relatives and clucks in disgust at their 
sanitary habits as the bus bumps and stalls 
over icy mountain roads. 

Once in Kashgar, the market scene is 
citywide, yet more tightly controlled than 
up north due to ethnic tensions that have 
flared in recent years. “We already have a 





Uigur money changers at Korgas Pass. 
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problem keeping the crowds in line,” says 
Xie Guiqiu, police chief of the caged oft 
“Trading Market for Foreigners” within 
Kashgar’s central Sunday market com- 
pound. The “Sunday” market and foreign- 
ers’ market are both open daily as a result 
of growing pressure from ordinary people 
to get a piece of the trading action. 
Routinely, busloads of Kirgyz traders 
arrive in a caravan each morning around 
10:30, set up their stalls and wait for the 
onslaught. “A place at a stall costs each 
Kirgyz trader 20 yuan [US$3.70] for as long 
as it takes within a three-day limit to sell 
all their stuff,” says Xie. “If they don't sell 
out, they have to carry it back with them. 
No wonder there’s a mad rush to do busi- 
ness." When the gates open, despite a Rmb 
5 fee for each entrant, the trampling hordes 
resemble a rock concert audience or the 
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Tokyo subway at rush hour. Xie’s police 
men liberally employ electric prods to dis 
courage gate crashers. 

The business is by no means one way 
Traders from Central Asian republics de 
scend on Xinjiang also to buy all they cai 
to sell back in their own goods-starvec 
countries. For the Pakistani traders wh« 
have been streaming across from Karachwe 
via the treacherous landslide-scarrec 
Karakoram Highway long before Xinjiang 
was officially open, it’s simply anothe: 
cloth-buying trip. The wealthier merchants 
choose to fly rather than take the bus — 
that is, if they can secure a seat on regu 
larly overbooked flights to and from any 
where in Xinjiang, much less on an inter 
national flight. 

“Kashgar has changed,” says one trades 
who has been coming to the city for ove: 
15 years. “I remember the old Chin 
Bagh Hotel [formerly the Britist 
consulate] where we all used to stay 
and trade. Now it's gone. The new 
hotel is more convenient, though 
especially with a customs offices 
right in the courtyard." Much of olde 
Kashgar has fallen to the bulldozer 
There are, however, a few medieval 
looking forgotten back streets t 
wander around for anyone seeking 
vestiges of the Kashgar that the ex- 
plorer Peter Fleming knew in the 
1930s and 1940s. 

Naunihal Shah, district manager 
of Travel Walji's, a large Pakistan 
travel company, has set up an office 
in Kashgar to cope with increasing® 
cross-border business. “The terrible 
floods we had in northern Pakistanw 
in September stranded thousands o% 
our passengers on both sides, but we man- 
aged to arrange flights out of the area for 
most of them," he said. "Still, we've had an 
excellent season overall. People think of 
travelling on the highway as an adventure. 
We're gearing up for an even busier spring 
and summer next year, after the snows 
melt.” 

The “new, improved” Silk Road is no 
longer a road, but rather a network of 
travel routes that reach across melting bor- 
ders, spanning out in all directions across 
the deserts and mountains of Central Asia. 
Capitalism and curiosity, the catalysts for 
further economic growth in Xinjiang, 
promise to keep traders and travellers com- 
ing back, as long as the Chinese Govern- 
ment adheres to its own slogan, “Let the 
world understand Xinjiang, let Xinjiang 
understand the world.” a 
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KLM Royal Dutch Airlines and North- 
\ west Airlines recently entered into a 
'^ unique partnership agreement. 

You can now accumulate mileage credits for 
Northwest's WorldPerks frequent flyer programme 
on all KLM flights to Europe. Credits which you can 


redeem for free air travel to the US or to many of 


KLM's exciting European destinations. 
Although you may start for the points - we are 
convinced you will stay for the service. Because KLM 
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operates an increased number of flights from most 
major cities in the Far East and South Pacific to 
Amsterdam Airport Schiphol. 

Get the point? You will if you enjoy KLM service 
to Europe. It adds up to a WorldPerk which is hard to 
beat. Call your local KLM or NWA office for a free 
WorldPerks application form. 
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But what happens when the music stops? 
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Dial-a-counsellor 


Volunteers talk to troubled women about sex and marriage 


By A. E. Thompson 


n a small office inside a typical Pe- 
king middle school, the trill of the tel- 
ephone in the late afternoon signals 
the start of work at the National 
Women's Hot-line, where two women vol- 
unteers, Xiu Huiying and Ding Ning, will 
spend the next four hours dealing with two 
very adult concerns: sex and marriage. 
“Divorce is not necessarily a bad thing,” 
Xiu tells one of the first callers, who won- 
ders if she should leave her unfaithful hus- 
band. 
“But what about the kids?” 
“You have to think of yourself,” Xiu 
says. “Can you put up with this for the rest 
of your life?” 
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After 40 minutes of unburdening her- 
self, the woman decides to stay with her 
husband after all. 

Xiu hangs up with a deep sigh, Imme- 
diately, the hot-line’s one phone rings 
again. Ding answers, while Xiu grabs a pen 
to start taking notes. This 22-year-old caller 
wants to know how to fend off a married 
man pressuring her for sex. 

Xiu and Ding are part of a small team 
that provides China’s only hot-line for 
women from all over the country. Since the 
Women's Research Centre of the China 
Managerial Science Academy opened the 
service in September, volunteers have 
counselled women on everything from 
makeup and childcare to abortion and or- 
gasm. 


Operating from 4 p.m. to 8 p.m. Mon- 
day to Friday, the hot-line receives about 
halt of its calls from within Peking. The 
rest come from as far away as the remote 
northwestern region of Xinjiang and Yun- 
nan province bordering Burma in the 
south. One woman married to an overseas 
Chinese student called from Sweden. 

The hot-line’s limited resources hardly 
seem sufficient to handle calls from within 
China, which has a population of more 
than a billion people, much less from over- 
seas. The privately funded service can af- 
ford only one telephone line. The Global 
Fund for Women, a non-government or- 
ganisation headquartered in Menlo Park, 
California, which funds projects that em- 
power women, kicked in with a grant of 
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US$10,000, but so far only half has arrived. 
That money also bought a tape recorder 
sand computer for research, but already the 
‘Women’s Research Centre is considering 
recycling the tapes — wiping out rare ma- 
terial — because the budget no longer 
stretches to new cassettes. 

Of a trained staff of 32 women volun- 
Xeers, two spend each evening fielding at 
the most 20 calls; one conversation can last 
as long as an hour. With more funding, the 
research centre hopes to open more phone 
lines and eventually become a 24-hour 
service. Given the response so far from 
women — and men — struggling to cope 
with their slowly modernising society, the 
centre thinks the need is there. 

“In China, women’s political rights are 
fairly high, but in terms of man-woman 
relationships, we're a long way from 
equal,” says Wang Xingjuan, president of 
the Women’s Research Centre and hot-line 
supervisor. 

China’s Constitution guarantees equal 
rights for women, but it can hardly over- 
ride the 2,000-year-old Confucian tradition 
that dictates three basic bonds as the foun- 
dation for society — subordination of sub- 
ject to ruler, youth to age, and women to 
men. 

This contradiction has only been com- 
pounded by the past decade of reform. As 
China struggles to drag itself into the 20th 
century and the general standard of living 
improves, the expectations of its people are 
on the rise. “Chinese know more and they 
want more," says Wu Qing, a local govern- 
ment representative who sits on the 
hot-line’s advisory board. “Values are 
changing. People are thinking about their 
self-interest and personal happiness.” 

But if progressive thinking might mean 
more freedom for men, it can mean frus- 
tration and devastation for women. Di- 
vorce, once taboo, is up by 10% a year and, 
though the rising incidence makes it in- 
creasingly acceptable, women still suffer a 
stigma and have problems remarrying. 

Adultery and pre-marital sex are also 
more common. Not 20 years ago, people 
caught having extra-marital relations could 
be persecuted in the workplace through 
such means as expulsion from the Com- 
munist party and docked pay. Today, the 
state cares less about private behaviour and 
more about making money. But virginity 
is still considered a woman’s most valu- 
able asset. 

Hot-line callers are often grappling with 
this double standard, and some are in an- 
guish. One unmarried woman called who 
had had five abortions. “Everything had 
been taken from her by these five men who 
had abused her,” Wang says. “She wanted 
to commit suicide.” 

Some of the women calling about abor- 
tion got pregnant by their bosses, who 
promised them promotions or the chance 
to study abroad in exchange for sex. Wang, 
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who also answers the phone, finds sexual 
harassment cases the most troubling. She 
can only offer psychological counselling, 
refer the woman to a government depart- 
ment and hope she reports the case. 

Until recently, Chinese had no outlet to 
even discuss such problems. Just as Confu- 
cian tradition subordinates women, it also 
discourages any show of personal weak- 
ness, which could lead to a loss of all-im- 
portant face. So when hot-lines began 
opening up three years ago, initially only 
for adolescents, the anonymity they offered 
made them an instant hit. Figures are una- 
vailable on how many hot-lines are open 
nationwide, but major cities such as Peking 
and Shanghai have lines for suicide pre- 
vention, sexually transmitted disease and 
adolescent angst. 

National Women’s Hot-line volunteers 
are trained to sympathise with women and 


men who want to talk about sex. Some are 
pranksters, but most are serious, seeking 
advice on everything from pleasing their 
wives to guilt about having a fetish for 
women’s underwear. 

When married women call with sexual 
problems, Ding and Xiu are relaxed, en- 
couraging them to communicate with their 
husbands and work on the foreplay aspect 
of their sexual relationships. 

But when an 18-year-old university stu- 
dent calls asking about the mechanics of 
sexual intercourse, he is brushed off and 
told to consult books. “It’s not my duty to 
go into details with someone his age about 
female body parts,” Ding says, giggling 
and blushing. 

By the end of the evening, Xiu and Ding 
have taken 11 calls. But as they gather their 
things to leave, the phone rings again — 
another wife of another unfaithful man. 





Volunteers give counsel to anonymous women callers. 


give them constructive advice on how to 
gain self-respect and self-reliance. Because 
more than half of the calls concern mar- 
riage and sexual problems, all volunteers 
must be over 25 years old and either mar- 
ried or divorced. Xiu and Ding handle 
marital troubles with aplomb, because they 
can draw on their own experience. 

Other callers prove more problematic. 

Ding talks with a lesbian who says she 
married a man in order to lead at least a 
semblance of a “normal” life. Now she has 
fallen in love with a woman and needs 
help. 

Ding is lost. She gives the woman the 
phone number of Peking's hot-line for 
questions on sexually transmitted diseases. 
“I have no experience with that, so I didn't 
know what to tell her," she says later. 
"That was a difficult one." 

More difficult for the volunteers are 
calls from men, for whom no dedicated 
hot-line exists. Fully 20% of the callers are 
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“I'm pretty sure he doesn't love me,” 
she says between sobs. “I've got nothing to 
live for. Even my mother has given up on 
me.” 

Xiu listens patiently. “I think you're a 
really strong person. You must let your 
husband know that you’re capable of liv- 
ing your own life. He's using you because 
he knows you need him." 

The caller is unconsolable. Eventually, 
Xiu offers to meet the woman to talk fur- 
ther — a practice almost unheard of at 
Western hot-lines but a regular one among 
the counsellors here if a client's problem 
cannot be solved over the phone. 

Xiu hangs up, and the phone immedi- 
ately rings again. The two volunteers look 
uncomfortable at the thought of another 
troubled woman going unaided, but they 
put on their coats. It is already 8:30 and 
past time to go home. “This is typical," says 
the hot-line secretary with a shrug. "We 
always do overtime." 5 
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Pirates no more 


China, Taiwan, Korea now big rights buyers 


By Sally Taylor 


hina, Taiwan and South Korea — all 

of which agreed to abide by interna- 

tional copyright norms only recently 
— have metamorphosed quic kly from no- 
torious book pirates into major rights pur- 
chasers. They did a staggering amount of 
business in October at the Frankfurt Inter- 
national Book Fair, both with the West and 
with each other. 

The West's publishing moguls walked 
the halls looking sour, a reflection of the 
economic recession. Western publishers 
were buying very conservatively. 

The one contrasting note was the happv 
hum of business made by the Asian pub- 
lishers. American and European publish- 
ers reported their best sales were on their 
backlists — titles introduced previously but 
never saleable before in the Chinese and 
Korean languages. Until recently, many 
Asian publishers simply reprinted what- 


ever books they liked, or translated them 
into the local language, without any pay- 
ment to the author. Now, largely because 
of pressure from the US, the markets of 
these increasingly prosperous societies are 
finally open to Western publishers. China, 
which only joined the Berne Convention 
on the protection of literary and artistic 
works in October, was the most recent 
country to follow suit. 

Khil-Boo Park, executive director of the 
Korean Publishers Association, was at 
Frankfurt for the first time. "More than 50 
Korean publishers are here this year, buy- 
ing rights," he said. "It's a rapidly i increas- 
ing trend." Park started his Frankfurt shop- 
ping spree with science fiction, locking up 
all the New Era titles of adjacent 
standholder, L. Ron Hubbard. 

Taiwan and China may still have a few 
political differences to iron out, but in the 
publishing business the benefits of coop- 
eration are clear to both. The Taiwan pub- 


lishers are buying rights for books from 
China printed in simplified characters 

which they can easily convert on comput- 

ers into the traditional characters used ir" 
Taiwan. In turn, they are selling to Chinas 
scientific and technical titles whose Chi- 
nese-language rights they had acquiredii 
previously from the West. 

Taiwan is not eligible to join either the 
Berne Convention or the Universal Copy- 
right Convention because it is not a mem- 
ber of the United Nations. But, last June, 
Taiwan's Legislative Yuan passed a law 
protecting the works of all nations that pro- 
tect Taiwanese works. This includes the 
US, Britain and Spain and encompasses not 
just books written by their nationals but 
books bought by their publishing peer 
Thus, a Japanese work, bought by a 
American publisher for the US market, is 
then protected in Taiwan, though Taiwan 
does not protect Japanese works. 

As for other Asian countries, Thailand 
and the Philippines have been long-stand- 
ing members of the Berne Convention, but 
have not enforced its rules with much vig- 
our. Malaysia joined in 1990. Japan, India, 
Pakistan and Sri Lanka are also members. 
Bangladesh belongs to the less strict 
Univ sue Copyright Convention but not 
to Berne, while Australia is a member of 
both. 








Last February, the Taiwanese in- 
wited publishers from all over the 
world to Taipei to exchange rights. 
IMore than 100 accepted. In one ma- 
or sale, orchestrated by Taiwan 
rights agency Big Apple/Tuttle- 
Mori, Dohosha from Tokyo bought 
m series of Chinese "how to" art 
hooks from Art Book Co. in Taipei 
ifor a US$64,000 advance. 

Mainland Chinese publishers 
were not represented at that fair. But 
fin September, Taiwan publishers 
and rights agents met their main- 
land counterparts face to face in Pe- 
king and swapped rights. Accord- 
ing to Lin Er-Wei, general manager 
of the Commercial Press in Peking, 
over 500 titles were negotiated and 
US$2.5 million in actual book sales 
made, a 60% increase over a similar 
event two years ago. 

"China imports more books now than 
ever before," says Lin. "Over 27,000 titles, 
including periodicals, are bought, and we 
have a US$40 million turnover." Lin, who 
was also at Frankfurt, said Chinese are 
"buying copyrights mostly from Hong- 
kong and Taiwan publishers" and were 
"looking especially for children's books." 

About one tenth of the books published 
in China are translations, according to 








China Airlines brings you together with 
fellow passengers from the most 
fascinating places around the world. 
We think making these personal connec- 
tions evokes a feeling of natural affini- 
ty, one that's based on an ancient 
Chinese belief called ''Yuan-Fen'. 





Charlemagne Choi of Commercial Press, in Frankfurt. 


Phillip Chen of Bardon-Chinese Media 
Agency in Taipei. "China, with its 500 gov- 
ernment-owned publishing houses, pub- 
lishes nearly 80,000 titles annually," Chen 
estimates. “Each publisher has designated 
fields within which they are free to choose 
titles, as long as thev are not politically sen- 
sitive. So, in nearly every province there 
are publishing houses for fine arts, chil- 
dren's literature, adult literature, science 
and so forth. The Xinhua Bookstore has 
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We Bring Birds Of A Feather Together, 
Wherever We Fly. 


It's this belief that's inspired our per- 
sonalized service and efficient flight 
schedules ever since we started flying. 
When you fly with China Airlines, you'll 
discover it's a small world after all! 
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been the monopoly book distribu- 
tion channel in the country, but now 
more and more publishers are de- 
veloping distribution sales forces." 

Charlemagne Choi, international 
sales director for the Commercial 
Press in Hongkong, has worked 
closely with Copyright Agency of 
China for some time, and buys and 
sells both in Peking and in Taipei. 
He attended all three fairs: in Taipei, 
in Peking and in Frankfurt. 

“We are selling market rights, 
now, to both the mainland and to 
Taiwan. We keep Hongkong and 
other world market distribution for 
ourselves. Taiwan is buying art 
books, social sciences, dictionaries 
and English-language learning ma- 
terials from us. China is buying 
mostly practical business books and 
bilingual dictionaries. It used to be just 
English /Chinese, now they want Chinese/ 
English as well." 

“For China, books still focus on the ne- 
cessities of life, but in five years we'll have 
a real market there," Choi predicts. 

With all of this buying and selling of 
rights, real markets in Taiwan and South 
Korea are finally developing indigenous 
talent to participate in the global publish- 
ing game. " 
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Night of the archipelago 


A Changeless Land: Continuity and Change 
in Philippine Politics by David Timberman. 
Bookmark, Philippines and Institute of 
Southeast Asian Studies, Singapore. US$25. 


Some Filipinos wish they could sleep 
through the six years of the new govern- 
ment of President Fidel V. Ramos. Frus- 
trated with personality-oriented politics, 
party-watching and the lack of redeeming 
qualities in many of those who won seats 
in the Senate and House of Representatives 
in the May elections, these Filipinos say the 
country has reverted to the pre-martial law 
years of the 1960s. “Nothing has changed,” 
they say. Some of the old faces, those who 
moved in the Marcos circle, are back. 

But Philippine politics is not as simple 
or categorical as that. In a thoughtful analy- 
sis of the past 20 years, including an as- 
sessment of president Corazon Aquino's 
term, David Timberman, an American spe- 
cialist on Southeast Asian affairs, examines 
the changes on both the upside and 
downside. 

At first the title, A Changeless Land, 
seems to contradict the essence of the book. 
But as the author explains, there have been 
dramatic changes, like the declaration of 
martial law in 1972, the popular uprising 
that led to the ousting of Ferdinand Mar- 
cos in 1986, and the fatal coup attempts. 
Underneath these changes, however, are 
the constants of poverty, injustice and the 
domination of politics and the economy by 
a small group of conservative families un- 
willing to put an end to continuing corrup- 
tion. 

Today, after 14 years of authoritarian 
rule and six years of restored democracy 
under former president Aquino, there is lit- 
tle cause for optimism. The challenge, 
Timberman writes, is to strengthen democ- 
racy — not the "elite democracy" that now 
prevails but one that is broadly participa- 
tory. Otherwise, other forms of rule may 
become attractive. 

How to do this is the hard part. 
Timberman offers some painful advice that 
may take decades to implement: 
strengthen the national and local govern- 
ment in programmes that will equitably 
distribute political power and economic 
opportunity; reduce the military's role in 
politics; alleviate poverty and inequality; 
end the communist insurgency; transform 
politics through economic development; 
and improve political leadership. 

The sad fact is that there are "too many 
politicians and too few statesmen," says 
* Timberman. But generational change, he 
foresees, may bring forth new leaders. 

Indeed, what has changed? Timberman 
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cites the greater role of the military in 
politics; the uncertain prospects of the revo- 
lutionary left; the increased role of the 
Catholic Church in politics; and the height- 
ened role of non-governmental organisa- 
tions and the private sector in public af- 
fairs. 

What remains unchanged? The elite 
continues to rule, as "traditional elite de- 
mocracy" was restored in 1986. This is 
rooted in the concentration of economic 
and political power in a conservative elite 
— the families involved in industry and 
agriculture, whose elders and scions con- 
trol their respective provinces or regions. 

"Personal ties rather than ideology or 
issues determine most elections . . . When 


it comes to getting things done, personal 
relationships are often far more important 
than institutions, laws and procedures," 
observes Timberman. 

Furthermore, the Philippines seems 
“changeless” because of such unrelenting 
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Philippines: social progress sidetracked. 


cultural influences as pakikisama (personal- 
ism), Catholicism and the stunted eco- 
nomic and political growth that character- 
ised the martial law regime. The author 
argues that conditions grew so bad under 
Marcos and the problems facing the coun- 
try in 1986 were so intimidating that many 
Filipinos welcomed the restoration of a fa- 
miliar political and social system. 

Thus, Timberman concludes, "Filipinos 
have exchanged Marcos' dictatorship for 
Aquino's elitism with a smiling face." Had 
he written the book later, Timberman 
would have replaced "Aquino" with 
"Ramos." 

While there is over-reliance on second- 
ary data, which the author acknowledges, 
and while the insights offered may not be 
entirely new or provocative, this is made 
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up for by Timberman's careful look into» 
the nuances of Philippine culture, history- 
and politics. The author is cautious, now 
brash. He makes no sweeping statements. 
The book, he writes, is his effort to under- 
stand and explain the Philippines, “a some- 
times frustrating, often paradoxical, and 
always fascinating country." 

m Marites Danguilan-Vituge 


Marites Danguilan-Vitug is a freelance writer 
based in Manila. 


Middleman 


Off Center: Power and Culture Relations 
between Japan and the United States 
by Masao Miyoshi. Harvard University 
Press, Cambridge. US$27.95. 





Masao Miyoshi is many things at once: 
marxist, social historian, feminist, trade 
theorist, professor/critic-at-large, and he 
switches hats with remarkable ease. As the 
title suggests, Miyoshi's latest book is a se- 
ries of ruminations on what he calls his- 
torical asymmetry: how Americans and 
Japanese look at their relationship through 
Eurocentric and exclusivist eyes. 

The most engaging chapter contains an 
analysis of the bashing phenomenon. At 
the heart of Miyoshi's argument lies the 
ubiquitous ground of Western hegemo- 
nism. Miyoshi is probably the first writer 
to attempt to link Japanese-American trade 
friction and industrial policy to the histori- 
cal asymmetry of trade relations since Ja- 
pan's opening to the West in 1868. 

Economic colonialisation, according to 
Miyoshi, was not a problem when it was 
the Americans doing the colonialising. 
Only when Japan became a superpower 
did it become an "unfair or immoral trans- 
gression.” No one said a word about the 
many decades when the balance of trade 
lay in America's favour, and Miyoshi takes 
the leading “revisionists” (Johnson, 
Fallows, van Wolferen, Prestowitz) to task 
for ignoring the almost 200 years of West- 
ern economic domination over Japan. 

Unlike the revisionists, Miyoshi is not 
interested in exploring the reasons behind 
Japan's phenomenal economic growth, 
which he writes off as Japan's hegemonic 
response and challenge to the West. The 
actual reasons behind the growth — the 
birth of a new kind of Adam Smith-free 
capitalism, the blurring of the line between 
the public and private sectors, unlimited 
bureaucracy-led economic expansion — 
are the core of “revisionism.” To label suct 
studies “essentialist” or, worse, racist, is no 
only blind but inexcusable. 

Miyoshi is at his best when he discusse: 
modern Japanese intellectual life. Hi: 
analysis of the current transition from writ 
ten to oral discourse — such as the ubiqui 
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sus zadankai (roundtable talks), dialogues 
ind interviews that fill up most medium- 
ind high-brow intellectual journals today 
- is fresh and insightful. He laments the 
emise of the written word: 

"The zadankai form, then, is best under- 
tood as purchased talk . . . Cultural lead- 
irs and managers talk together so that they 

yay earn money from it. Or rather, they 
o longer think and write, or learn and 
ipeculate, in isolation. They don't talk un- 
ess they are paid, just as there is no space 
anless it is rented. As economy directly in- 
ervenes in space, it also suffuses all as- 
eects of human intercourse . . . Critics and 
cholars accept the role of commentators, 
then celebrities, and finally entertainers.” 

Miyoshi is one of a handful of Japanese 
intellectuals concerned with the vanishing 
wf criticism in Japan. He shrewdly points 
sut the intellectual establishment's em- 
brace of Japan's racially based national con- 

ciousness of insularity, and its not-so-sub- 

fle attempts at group-based exclusionism, 
all the while holding up the banner of 
okusaika (internationalisation). 

Modern Japanese literature knows no 
sharper or wittier critic than Miyoshi. He is 
thus far the only critic to point out the shal- 
iowness of the consumption-oriented nov- 
els of Murakami Haruki, whom American 
'eaders have embraced as a 1990s version 
Y Mishima. A chapter devoted to the writ- 
mgs of Tanizaki Junichiro is a cogent intro- 
luction to his work. At one point, how- 
er, Miyoshi tells us that it's not impor- 
sant whether Tanizaki's intercultural read- 
ng is "right." If at such junctures — and 
here are many of them in this book — 
Miyoshi had turned his critical eye to that 
which binds him most — Political Correct- 
ness — Off Center would have been a much 
nore valuable study of US-Japan relations. 

No overriding theme holds the book 
together, except of course that literature, 
nistory, and art can never fit nicely together 
— any artificial symmetry we may try to 
impose on them will mislead us, and will 
cloud their true, off-centre nature. 

m Eric Gowen 


Eric Gowen is a freelance writer based in Tokyo. 





Rocky roads 


The Chinese Spirit Road: The Classical 
Tradition of Stone Tomb Statuary 

by Ann Paludan. Yale University Press, 
New Haven & London. £25, US$45. 

Until iron fences were erected several 
years ago, visitors to the Ming Tombs out- 
side Peking were amused to see cute chil- 
dren (and indeed not-so-cute adults) 
astride the chunky stone horses, camels 
and elephants which line the approach to 
the tombs. But the average tourist prob- 


1A DFCFMRFEFR 19899 


ably has little or no idea what the stone 
statues are doing there. Ann Paludan’s pro- 
fusely illustrated and readable book brings 
Chinese spirit road statuary out of the 
graveyard, so to speak, of obscure archaeo- 
logical monographs and makes the history 
of this form of monumental sculpture ac- 
cessible, for the first time in English, to the 
general reader. 

Ann Paludan makes the point that, 
while the introduction of Buddhism had a 
profound effect on the development of 
mainstream Chinese sculpture — bringing 
in South Asian and even (via Central Asia) 
Greek elements — spirit road statuary kept 
alive a purely Chinese realist sculptural tra- 


dition. Although no stone sculpture sur- 
vives from the Qin dynasty (221-206 BC), | 
the Qin Emperor's terracotta warriors rep- | 


resent an early flowering of this realism. 
Sculpture was regarded in China as a craft 
rather than an art, as it was in medieval 
Europe. The stone tomb statues may not 
always be of great artistic value and were 
seldom designed to be seen fully in the 
round, but they are generally self-confident 
and appealing works. 

Despite the presence of such mythical 
beasts as the gilin or suanni, the sculptures 
follow the realist tradition, and until the 
end of the imperial period, the stone civil 
and military officials on parade are shown 
in contemporary costume; the civil officials 
of the Qing dynasty even have queues 


hanging down their backs. But during the | 


Republican period, while a few spirit roads 
were still constructed, the figures mostly 
wore historical fancy dress. During the 
Song dynasty, for example, when China 
carried on much diplomatic activity with 
the outside world, foreign envoys in stone 
would be included in the funerary line-up, 
their nationalities often identifiable from 
their features, costume or accoutrements. 
The author, whose husband was Den- 
mark’s ambassador to China in the 1970s, 
has obviously had a lot of fun over the 
years tracking down half-forgotten spirit 
roads in various parts of China. Her pho- 
tos show statues and stelae sprouting in- 
congruously among village hovels, or stuck 
waist-deep in rice fields. Unfortunately, the 
quality of the reproductions does not al- 
ways do justice to the intrinsic interest of 
the photographs, and the time span over 
which they were taken is particularly ap- 
parent from the widely varying tones of 
the 21 colour plates. But this hardly de- 
tracts from an immensely interesting and 
useful book. The only drawback is that, 
while it would be an ideal companion on 
visits to many historic sites, its large for- 
mat and heftiness require a stone elephant 
or camel, or at the very least a brawny mili- 
tary official, to be brought to life to trans- 
port it around. m Alison Hardie 


Alison Hardie is the translator of The Craft of 
Gardens, by Ji Cheng. 
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In for repairs 


The Indonesian automobile industry can expect a period of 
unprecedented turmoil when the government announces à deregulation 


package early next year. 





By Mark Clifford in Jakarta 
ndonesia's car makers face an uphill 
climb as a sales slump and pending 
changes in government policy herald 
a shakeout in the industry. The sec- 

ond-largest vehicle manufacturer, Indo- 

mobil, is operating its newly expanded 

US$60 million plant near Jakarta at 40% 

capacity. And the biggest, Astra Interna- 

tional, is suffering a dramatic decline in 
profits at a time when control of the com- 
pany is expected to be lost by the founding 

Soeryadjaya family. 

These are hard times for Indonesia's 
motor industry, but they are likely to be- 
come harder still. The Association of Indo- 
nesian Automotive Industries (Gaikindo) 
expects vehicle sales this year to plummet 
409» to about 160,000 units. Current capa- 
city totals 446,000 units. 

Car manufacturers blame the sales de- 
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cline on high interest rates, stiffer vehicle 
taxes and a decision by many consumers 
to postpone buying a car until the govern- 
ment unveils its long-awaited plan to re- 
form the industry. The plan could lead to a 
fall in prices and thus more bad news for 
the car makers. The future of an industry 
that employs 150,000 people is at stake. 

Amid the speculation about the content 
of the scheme, one thing seems certain: the 
industry is likely to undergo a major up- 
heaval. The Minister for Research and 
Technology, B. J. Habibie, who is currently 
reviewing the plan, says the number of 
brands of cars should be cut. "It is wise for 
our country to make a kind of standardisa- 
tion of cars," he said in an interview. In 
"certain classes we will allow maybe three 
types" of car. 

This would suggest a drastic change 
from the current situation, in which more 
than two dozen marques are assembled in 
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Indonesia, ranging from Russian Ladas tc 
Japanese Toyotas, all vying for a share of a 
small market. “Imagine 26 brands, more 
than 80 models and volume of fewer thari 
200,000 vehicles a year. How can it be effi- 
cient?” asks Herman Latif, chairman of 
Gaikindo. 

Habibie expects the recommendations: 
to be ready for President Suharto later this 
month and to be announced early next 
year. The scheme has emerged as a litmus 
test of Indonesia’s commitment to eco- 
nomic reform. 

Although Indonesia’s trade and finance 
sectors were liberalised in the 1980s, the 
momentum for reform has flagged in the 
past year as the focus has shifted to the 
country’s cosseted manufacturers. The de- 
lay in the car-reform plan has raised con- 
cerns about Indonesia's ability to re-posi- 
tion itself as a competitive exporter of 
manufactured goods. 

Indonesia's economy “will be squeezed 
like the meat in the sandwich between In- 
dia and China,” says a foreign automotive 
executive in Jakarta. “Unless they make 
some tough decisions on deregulation they 
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will be not be positioned for the next cen- 
tury." 

The automobile deregulation plan is ex- 
pected to stiffen local-content requirements 
for components by aggressively raising the 
minimum percentage of local parts that 
must be used. The move is intended to im- 
prove local know-how and should, para- 
doxically, give automobile makers greater 
freedom to meet overall targets for local 
content. 

The simplest way to do this, car execu- 
tives say, would be to set out a schedule of 
gradually rising local-content require- 
ments. As things stand now, the govern- 
ment dictates the local content for different 
parts of the car, such as axles or brakes, 
rather than for entire vehicles. Assemblers 
skirt the current requirements by buying 
"local" parts from Indonesian suppliers 
who are doing little more than putting to- 
gether imported components. 

Forcing the car industry to face even 
limited competition is seen as one key to 
the improvement of efficiency. One of the 
most contentious parts of the proposed 
programme is whether or not to allow im- 
ports of fully assembled vehicles, which are 
currently banned. If they are allowed in, 
domestic manufacturers would be pro- 
tected by tariffs as high as 300% initially, 
sources say, which would be slowly re- 
duced. 
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Habibie, however, says he is opposed 
even to limited imports of cars assembled 
overseas. “As a man who grew up in 
microeconomics and technology, it is 
wrong for the interest of [the Indonesian] 
economy,” he says. “Deregulation should 
not be understood as total liberalisation.” 

The automobile package was originally 
slated to be unveiled in July. But heavy 
lobbying by industry representatives and 
bureaucratic wrangling has delayed the re- 
forms. 

Tussles over the car scheme took a fresh 
turn in early September when Habibie was 
asked by President Suharto to conduct a 
review of the package. The deregulation 
proposals had been studied by an inter- 
ministerial group that included representa- 
tives from the foreign-investment approval 
agency and the ministries of trade, indus- 
try, finance and the coordinating minister 
for economic affairs. 

The choice of Habibie to examine the 
proposals is a controversial one. Best 
known for his role in building an indi- 
genous aerospace industry, Habibie's poli- 
cies are regarded with scepticism by many 
of the country's technocrats, who complain 
that they have vet to see the pay-off for the 
investment in aviation. 

In the interview, Habibie made it clear 
that he wants to use the automobile indus- 
try to raise Indonesia's level of technologi- 
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cal expertise, in the same way as occurred 
in aerospace. Habibie said that it was "a = 
shame" that Indonesia's technological. . 
achievements in cars were so limited. E 

“If you look at Indonesia as an aero- 


plane maker, we are 100% local content 


[except for some sophisticated compo- 
nents] and we are 100% able to design 
planes and we started later than autos,” 
says Habibie. “If you look at an automo- 
bile, it is not as complex as an aeroplane.” 

Although the country’s protected pro- 
ducers are wary of change, Gaikindo’s Latif 
says that the industry recognises that the 
major international trading countries will 
no longer allow Indonesia to exclude auto- 
mobile imports completely. 

Moreover, Indonesia is slated to open 
up its markets to the rest of Asean during. 
the next 15 years under a free-trade agree- 
ment, and the industry has little choice but 
to become more competitive. “If we do not 
quickly improve our efficiency we will be 
left behind," says Latif. 

Officials and car executives agree that 
Indonesia's automobile policy has not ac- 
complished its goal of raising technical and. 
industrial standards. Although the car 
policy was inaugurated in 1976, the coun-. 
try's automobile companies remain little 
more than "screwdriver" assembly opera- 
tions. Local components in passenger cars 
make up only about 3% of the value of 


















: Officially Edit localisation ‘fi 
are higher, but Indonesia's trade figures 
present a different picture. Despite efforts 
produce more components locally, im- 
Its of automobile parts totalled US$1.4 
billion last year and exports were only 
out US$20 million. 
< Habibie says that whatever reforms are 
ade, Indonesia will still keep "a national 
est and strategic planning" in the au- 
nobile industry. But he rejects the idea 
t Indonesia should follow Malaysia and 
oduce a "national « car TUER, would be 


























ju aan hinges d ike] impossi- 
e for developing € countries to > have : any 





arket, Habibie says. 





low Mexico's lead, suggests Leonard 
rownfield, General Motors’ managing 
director in Indonesia. During the 1980s, the 
Mexican Government turned an inefficient, 
rotected industry into a major production 
site for US (and one Japanese) automobile 
makers. It did this, in part, by cutting 
the number of car producers and forcing 
companies gradually to keep increasing 
the proportion of parts that are locally 
_ made. 
| © Indonesia has a population of 180 mil- 
lion and a low, but rapidly rising, per 
























BANKING 


T Aznam in Jakarta — t™*” 


lonesia's Soeryadjaya family is is con- 
idering trying to sell Summa 
Handelsbank, based in Germany, as 
part of efforts to bail out Bank Summa. The 
posal indicates the lengths the family 
y have to go to in order to rescue the 
privately owned Bank Summa, whose bad 
ts are said by the central bank to 
amount to Rps 1.6 trillion (US$780 million). 
“Summa Handelsbank was bought in 
983 by Edward Soeryadjaya, first son of 
family patriarch William, and became the 
ingboard from which Edward created 
e Summa Group. Mistimed property in- 
tments, funded by loans from Bank 
Summa, have created the crisis that may 
w force the family to cash in its control- 
ling shares in Astra International. 

The suggestion that Handelsbank may 
“be sold came from Edward’s younger 
-brother Edwin, an executive at Astra, in a 


ures: 


But there are other ways aba nurture- d 
industry. One approach would be to fol- 
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capita income, and many automobile ex- 
ecutives feel that Indonesia's car market 
will boom in the next 10 years. A number 
of foreign automobile makers see the cur- 
rent uncertainty in the Indonesian market 
as a tempting opportunity. 


Sell the silver 


lank Summa's owners may off-load key asset 


telephone interview quoted by Singapore's 
Business Times. Banking sources in Jakarta, 
however, believe a sale would not neces- 
sarily be accomplished quickly even if a 
buyer is found, partly because of stricter 
regulatory processes in Germany. It is also 
not clear how much the Soeryadjayas could 
expect to raise from such a sale. 

Since its temporary suspension on 13 
November, Bank Summa has gained some 
breathing space from Bank Indonesia, the 
central bank. The Soervadjaya unit, which 
reopened briefly to pay out small deposi- 
tors from funds provided by other banks, 
has been given nine months to clean up its 
finances or lose its banking licence. 

"If within nine months it cannot raise 
itself to a quite healthy level for at least 
three consecutive months, its banking op- 
eration licence can be rescinded," a central- 
bank spokesman said on 24 November. 

While the central bank has repeatedly 
said it will not bail out Bank Summa, local 
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ae slump; Ford proms that aa 
vehicle sales will grow at a compound an- 
nual rate of 13% over the next five years 
By 2000, sales will total 500,000 units a yeas 
“by the most pessimistic forecasts,” say 
Pease, who has the job of Hei ng Ford'« 








eral Motors andi 
, have announced big 
projects in recent months, In September, 
Kia signed à technol zy | ansfer deal with 
the Humpuss group (controlled by Suhar- 
to's son, Tommy) to assemble 20,000 ligh® 
trucks annually from. 1993, rising to 50,00€ 


Two foreign 







units two years. later. 


In November, General Motors said if 
would manufacture passenger cars in a 
60%-owned venture with a local partner, 
Garmak, at a total cost of US$110 million. 

For now, though, Indonesia's car mak- 
ers are hurting. German Motors, which as- 
sembles Mercedes, is laying off workers. 
And Astra has seen earnings tumble. 

The second-largest car assembler, 
Indomobil, a part of the giant Salim Group, 
is running its new plant at less than half. 
capacity and expects to post a significant: 
loss this year. "Everyone was very confi- 
dent" when the plant was built, says: 
Soebronto Laras, Indomobil’s president. 
"This was supposed to be one of the best: 
factories in Southeast Asia." e 


bankers believe its tolerance means the: 
bank is unlikely to be liquidated. A merger, 
or injection of funds by non-Soeryadjaya: 
investors, appears the more likely outcome. 

So far, however, no local investor has: 
been publicly identified, and given the size: 
of Bank Summa and its liabilities, it would: 
be an unattractive partner. Summa's bad: 
debts of Rps 1.6 trillion compare with bank 
assets of about Rps 1.3 trillion, according 
to the central bank. Assets in the rest of the 
Summa Group are estimated at Rps 800 
billion, almost all of it in property. 

The size of the bad debts disclosed by 
the central bank exceeded most earlier esti- 
mates, which had gone only as high as Rps 
12 trillion. The debts represented nearly 
90% of the total credit extended by Bank 
Summa as of early November. The bank's 
losses for the year to November are put at 
Rps 600 billion; in 1991, it posted a net 
profit of Rps 3 billion. 

The extent to which the Summa crisis 
has shaken public confidence in the bank- 
ing system was made clear on 27 Novem- 
ber, when the relatively small Bank 
Subentra faced heavy withdrawals at one 
of its branches. A director said the run was 
triggered by rumours that the bank could 
not meet its obligations. It subsequently 
withdrew Rps 4 billion from its account 
with Bank Indonesia as depositors cashed 
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about Rps 1.3 billion of their savings. 

Bank Summa's small depositors were 
given until 2 December to withdraw their 
cash. By 28 November, 56% had done so. 
On 19 NÓWhftwe firgt day of the 
bank's reopening after jn dnd closure 
ordered by Indonesian authorities, custom- 
ers flooded Summa's 80 branches, some 
having queued since 5:30 a.m. The opera- 
tion mostly went smoothly. 

At the time of its suspension, more than 
90% of Bank Summa's roughly 180,000 cus- 
tomers had less than Rps 10 million in the 
bank. They accounted for about Rps 130 
billion of the total Rps 947 billion in depos- 
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its held. 

The 9,000 customers with larger depos- 
its have still to be told when and how they 
will regain access to their money. The con- 
sortium of 13 banks which pooled funds to 
facilitate the payout to small savers has 
made it clear it will not extend its assist- 
ance. "If we have to rescue the big deposi- 
tors as well, where does [Bank Summa's] 
responsibility start?" says Trenggono 
Purwosuprodjo, chairman of the Associa- 
tion of Private National Banks, which or- 
ganised the lifeboat fund. 

The funds, in the form of a one-year 
bridging loan, have been coordinated by 
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Osaka's big bet 


Japanese city vies to be Asian gateway 


By Jonathan Friedland in Osaka — 








n a land where most construction sites 
have fallen silent, the cacophony of 
building work being carried out next 

to Osaka's port is remarkable. Businessmen 
and politicians hope that a 360,000-square- 
metre commercial complex, taking shape 
on a desolate spit of land, will form the 
focus of a new Asian-oriented renaissance 
for Japan's "city of merchants." 

The US$1.1 billion Asia and Pacific 
Trade Centre is being touted as a clearing 
house for wholesalers of clothing, interior- 
design goods and leisure products. The 
aim is to lure suppliers of consumer goods 
from the rest of Asia to set up operations 
in the trade centre where Japanese firms 
‘can come to purchase their wares. 

The centre is an expensive bet by a con- 
sortium of investors, led by the Osaka pre- 
fectural government and Itochu, Japan's 
leading trading house, along with 67 other 
companies. The success of the venture de- 
pends on the continuing liberalisation of 
Japan's consumer market and on the pros- 
perity of the Kansai area, of which Osaka 
is the largest city. 

Kansai's annual output of goods and 
services totals more than US$420 billion, 
equivalent to Canada's GNP. But with its 
reliance on old, smokestack industries and 
on small trading companies, the area has 
felt the pinch of Japan's economic down- 
turn harder than other regions. 

"To foreign people, Japan is Tokyo," 
says Hideki Kitamura, executive vice-presi- 
dent of the Asia and Pacific Trade Centre 
and a former Itochu board member. "But 
once they find out more about Osaka, 
about its tradition of good prices and high 
quality, we think they will come here." 

The centre is one of numerous projects 
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Cosmo Square 


sake 
Kansai Bai 
international 


Airport 


designed to make the 
Kansai more attractive to foreign compa- 
nies. Currently, most foreign companies 
choose to headquarter their Japan opera- 
tions in the Kanto area that encompasses 
Tokyo. The ¥1.4 trillion (US$11.3 billion) 
Kansai International Airport is being con- 
structed on landfill just south of the Nanko 
port and is scheduled to open in 1994. 

In all, Y40 trillion of development has 
been planned to give Osaka its first major 
facelift since the 1970 World Exposition. 
Unfortunately, work began on many of the 
projects in late 1989 when the central bank 
started to lift interest rates, causing land 
prices to plummet. 

“Projects like Rinku and the Kansai Air- 
port now face real issues of competitive- 
ness,” says Kenichi Saito, deputy manager 
of the Osaka office of management con- 
sultants McKinsey & Co. So, too, do the 
Asia and Pacific Trade Centre and the 12 
office towers either planned or partially 
constructed around Nanko port. Known 
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Bank International Indonesia, Bank Centres) 
Asia and Bank Dagang Nasional Indone 
sia. The banks appear to have been pre 
vailed upon to cooperate out of a mixtur 
of self-interest (the run at Bank Subentr 
highlighted the dangers) and a typicall 
Indonesian “we're all in this together” apy” 
proach to crisis management. 

Many analysts see the hand of Presse 
dent Suharto behind the refund to smaltt 
depositors. The president, who has show: 
before that he can lean on local business 
men to help each other out, is believed t 
have stayed in close touch with events a: 
Astra and Summa. > 


collectively as the Cosmo Square develop 
ment, the buildings being constructed by 
such companies as Mitsui, Mizuno 
Nomura Securities and Toyo Sash wil 
probably come onstream in an already 
glutted commercial real-estate market. 

Office vacancies in central Osaka are 
running at 15-20% of total supply, and 
monthly rents for new prime office space 
have dropped to around Y28-30,000 per 
tsubo, or 3.3 square metres, from ¥45,00C 
per tsubo in early 1990. At least six office 
towers are to be completed in this areaw 
alone by 1994. 

Kitamura says the Asia and Pacific 
Trade Centre, scheduled to be completed# 
in early 1994, will flourish despite the slug- 
gish economy and the likelihood that some 
of the neighbouring Cosmo Square projects 
will be put on hold. He also points out that 

the Osaka prefecture sold the land to the 
centre at a discount to its 1989 peak mar- 
ket price, the company’s capital is strong) 
and the project is backed by low-interest 
loans from the Japan Development 
Bank. 

The only lease for the centre that has 
been finalised is with the Taipei World! 
Trade Centre, which is taking space on 

behalf of its tenants, but applications have 
been received from 310 other companies. 
These include 240 Japanese companies, 
many of which are affiliated with the 
project's shareholders. Aside from Taiwan, 
Kitamura says, interest is running high 
among wholesalers from South Korea, 
Hongkong and China. 

“We have 80% of our space applied for, 
a year and a half before opening," 
Kitamura says. "That's pretty good." 

The Asia and Pacific Trade Centre, 
however, is already paying the price of the 
slump. The company is offering monthly 
rents of Y17,000 per tsubo for the first three 
years and is waiving the normally onerous 
two-year deposit for foreign applicants. 

Some Osaka real-estate brokers believe 
these incentives might not be enough tc 
persuade applicants to sign on the dotted 
line. “If the local real-estate industry re 
mains depressed," one says, "it will ge 
pretty lonely out there at Nanko." 5 
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AVIATION 


Hanoi flies 
into embargo 


ake a deep breath, for what sounds 
i like the opening to a particularly tor- 


tuous novel. A US-owned, Euro- 
pean-made aircraft has been grounded by 
an engine problem in Taiwan. The aircraft 
is operated by a Bulgarian carrier and is 
chartered by a Singaporean company to fly 
for a Vietnamese airline. 

Pause for another deep breath. A sec- 
ond, similar aircraft has been leased from 
Air Niugini of Papua New Guinea by the 
Bulgarian airline. But it cannot replace the 
Taipei-grounded aircraft on routes to and 
from Vietnam because it too is grounded, 
at Manchester, England. It is out of action 
as a result of a writ claiming non-payment 
by the Bulgarians of various bills. 

The short-term answer to this problem 
has it own dense logic. The Singaporean 
company has chartered a replacement air- 
craft to fly the Vietnamese services: it is 
Australian-owned, US-made and Brunei- 
operated. 

This complex saga illustrates the poten- 
tial pitfalls in chains of leases and sub- 
leases of aircraft. In this case, the innocent 
victim at the end of the chain is national 
carrier Vietnam Airlines. By a mixture of 
such leases and joint ventures with foreign 
airlines, the carrier is struggling to circum- 
vent the US trade embargo and open up 
lucrative air routes to and from Vietnam. 


The embargo prevents Vietnam Airlines - 


from owning or operating US-made air- 
craft, or those with substantial amounts of 


US-made parts such as engines. The air- | 


craft grounded in Taipei is a European- 
made Airbus Industrie A310 leased by Bul- 
garia's Jesair. In turn, it was sub-leased 
with Jesair crews by Region Air in Singa- 
pore and chartered to Vietnam Airlines. 
The owner of the Airbus is United Tech- 
nologies Corp. of the US. 

This arrangement avoided a head-on 
breach of the US trade embargo, but it re- 
lied on money flowing smoothly through 
the chain of participants. Unfortunately for 
Vietnam Airlines, Jesair has cash-flow 
problems. A change of ownership is said 
to be imminent, which should solve the 
cash problem shortly and return the two 
grounded aircraft to service. 

In what is termed the "emergency 
phase," Region Air has chartered a Boeing 
767 from Royal Brunei Airlines to fly Viet- 
nam Airlines Taipei and Hongkong ser- 
vices from Ho Chi Minh City. Australia's 
Ansett Worldwide Aviation Services 
(which owns the Brunei 767) may put in 
another 767 to replace it. m Michael Westlake 
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ECONOMIC MONITOR: PAKISTAN 


Dubious optimism 


akistani Finance Minister Sartaj 

Aziz is becoming increasingly 

known for his optimism. Aziz, for 

instance, insists on sticking to his 
projection of 6.2% GDP growth for the fiscal 
year ending on 30 June when private 
economists argue that the economy will 
expand no more than about 4%, Even gov- 
ernment economists concede privately that 
growth could be just 5.2%. 

Aziz also predicts 7% annual GDP 
growth in the five-year economic plan that 
begins on 1 July. The government hopes to 
push Pakistan into the middle-income- 
country bracket by the end of the decade, 
but most economists forecast growth to be 
a couple of percentage points lower. 

Aziz bases much of his favourable eco- 
nomic view on an expected increase in Pa- 


_ kistan's fixed capital investment. In the cur- 


Pakistan’s foreign trade 
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rent fiscal year, he forecasts this investment 
will increase 15.2% from a year earlier to 
US$9.3 billion. 

The crucial element in Aziz's calcula- 
tion, however, is foreign investment. Most 
economists say foreign investment must 
total no less than US$1.5 billion annually, 
beginning in the coming fiscal year, to off- 
set declining foreign assistance and to 
maintain the country's current level of GDP 
growth. Some economists say foreign in- 
vestment will need to total at least US$1 
billion a year just to help the government 
avert an economic breakdown. 

Such a high level of foreign funds may 
not be readily forthcoming. Aziz says in- 
vestment totalled US$343 million in the fis- 
cal year ended on 30 June. 

The performance of the Karachi Stock 
Exchange also does not support Aziz's 
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bright outlook. The exchange index pe: 

at 1,718.55 points on 7 January. The ii 

is currently at the 1,200-point level. 
Also on the negative side is the 


. mated US$2 billion needed to repair f 


damage this year. The government ha 
ready distributed about US$157 millic 
Pakistanis for flood relief, and it plar 
spend US$400 million annually in the 
five years to repair infrastructure. 

Estimates of crop losses from the 
tember floods are expected by mid-De 
ber. The Agriculture Ministry says rice 
cotton crops, which make up the bul 
Pakistan's exports, were hit particu 
hard. 

In the first quarter of the current f 
year, the government says rice export: 
23.8% by volume from a year ear 
though the unit value of the commc 
appreciated 29.9%. No other figures 
available. 

Raw cotton exports in the period 
5.8% from a year earlier, the governr 
says, and cotton-fabric exports incre; 
10.3%. Cotton-yarn exports, however, 
11.6%. The unit value for cotton ext 
fell 23.3%, while that for cotton-fabric 
ports rose 13.6%. The unit value for cot 
yarn exports declined 15.5%. 

Aziz says overall exports in the f 
year ended on 30 June rose 12.6% fro 
year earlier to US$6.9 billion. Imports, F 
ever, increased 21.4% to US$9.3 billior 

In further bad news, remittances f 
Pakistanis abroad in the fiscal year 
20.6% from a year earlier to US$1.5 bil 
Also, foreign-exchange reserves in the 
quarter of the current year declined 20 
US$797 million. 

Moreover, annual government « 
servicing is expected to exceed US$3.9 
lion mark by the end of the current f 
year. The budget estimate for debt sei 
ing in the past year was US$3.6 billior 

In the current fiscal year, domestic : 
is expected to rise to about USS23 bil 
from US$9.6 billion a year earlier. The 
ternal debt totalled US$24.7 billion in 
last fiscal year. 

With the approval by the IMF of a 
vember request for US$262 millio1 
emergency flood assistance, the gov 
ment received some relief from its bala 
of-payment troubles. But a decline in ; 
ernment revenue coupled with the spe 
ing needed to offset the effects of the fk 
ing could fuel inflation and curtail the ; 
ernment's development plans. Inflatic 
currently running at an annual rat 
11.4%. m Salame 
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MORE LASTING THAN THE IMPRESSION IT MAK 


ISTHE QUALITY ITS MADE WITH. 
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WHERE WE | KE (UD INVISIBLE INVENT MENTS eGalvannealed anti-corrosion steel 
| | \ | li \ Ju ULMO. sheeting is used for the flooring. 
the inner panels of the engine compartment, the center pillar and the majority of other inner panels. 
eZinc-iron alloy, double-layer galvannealed, anti-corrosion steel sheeting is used for major outer 
body panels including the engine hood, doors, pillars, trunk lid, fenders and both rocker and quarter 
panels. eWax and sealer are liberally applied as waterproofing along the hems of the engine 
hood, door panels and trunk lid. eThe bottom of the body is coated with PVC to a thickness of 
0.5 millimeter over the entire surface and 1.0 millimeter at panel joints to increase rust resistance. 
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RUST RESISTANCE OF ROCKER PA^ 


Top coat paint layer 





Primer surface paint layer —— 
Chip resistant coat — 
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some. the wisdom of building a car whose most impressive components may never see the light of day might seem 
curious. To us, it’s just the right way to build a car. And the only way to make an automobile that can stand up to the 
aishment of many vears of whatever nature throws at it. Where we start, then, is with materials. Generous helpings 
galvannealed steel and zinc-iron alloys, rust sealers and liberal coatings of PVC all serve to make our Cars as 
Yermeable as possible to moisture, oxidation and corrosion. Of course, when you see a Toyota sitting in the showroom, 
your driveway, you're looking at its captivating lines, its deep, lustrous overcoat of color, its finely appointed interior. 


d it's a good thing you're impressed. Because it's going to be around a long, long time. 
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chip-resistant coating is applied to the rocker panels and front and rear 
eel wells to protect against flying stones or other debris. € Rust resistance of 
zinc-iron alloy, double-layer steel sheet rocker panels is further enhanced 
ough a four-coat process using ED paint, a chip-resistant coat, primer surface! 
1 top-coat paint. eThe front and rear bumpers are made of polypropylene, 
ustproof and flexible material which protects the car body from damage 


featured model is the new Corolla 
ict features and specifications may vary depending on country of purchase 
së check with your nearest TOYOTA dealer for details 





ne of the first things we all learn 


stretch into infinity. 





is that numbers begin at one and 


Somewhat later, financial 
professionals learn another important 
lesson, often the hard way. Namely, 
that not all those numbers are accurate. 

The understanding of that 
mathematical truth is what makes Dow 
Jones Telerate* number one in its field. 

Actually, much of that field was our 
invention. In 1969, Telerate pioneered 
the delivery of on-line financial 
information with real-time prices for 
commercial paper. 

Over the years, no other company 
hascollected more data forthe electronic 
marketplace. All considerably enhanced 
by association with Dow Jones, the 
preeminent provider of business news 
and information. 

The result is a continuous feed of 
numbers, news, analytics and 
commentary on government securities, 
foreign exchange, mortgage-backed 
securities, equities and energy. Time- 
critical data, enough to fill 50,000 pages, 





gathered from the world's leading 
brokerage houses, banks and exchanges. 
Much of it not found anywhere else. 


And all of the above would be 
completely useless (or downright 





unprofitable) if the information weren't 
accurate. 

If the quotes were from questionable 
or anonymous sources. If trading prices 


were 15 minutes old. Or if the num- if Y OU WANT NUMBERS 
bers were just plain wrong. YOU CAN COUNT ON, 

But fortunately, the numbersareright. T FHERE'S A SUPREMELY 
Which is a supremely logical argu- LOGICAL PLACE TO START. 


ment for using them. 
Formore information, call your local Telerate 


representative. 


LdTELERATE 


Dow Jones Global Information Telerate is à registered mark of Telerate Systems Incorporated © £991 Telerate Systems Incorporated. All Rights Reserved. 12003 





ECHNOLOGY 


Time to catch up 





ndia tries to bring science closer to business 


P Indian city of Bangalore who helps 
programme computer systems that 
'educe the hassles of shopping, commut- 
mg and banking for millions of people 
worldwide. But he lives in a country that is 
nore than three decades behind the times. 
Cars designed in the 1950s trundle 
round the streets of Bangalore, a southern 
ndian city that calls itself In- 
‘tia’s Silicon Valley even though 
We lacks a steady supply of elec- 
ricity. Prakash received his first 
"redit card only two years ago; 
wis bank has yet to introduce 
@automated-teller machines or 
"even computerised records. 

Prakash is employed at 

werifone, a California-based 
'omputer-software company, 

wand he works in what Ameri- 
‘an computer buffs call a 
‘body shop,” a laboratory 
Where ideas are turned into 
'ommercial applications. Un- 
ike Verifone, India's largest 

software house — Wipro 
»ystems — has only one 
iginal application, a project- 
nanagement program of which 
t sold 45,000 copies under licence in the 
JS. 

“We are not into [designing] original- 
product software at our own risk,” Wipro 
chief executive V. Chandrasekaran says. 
"There is easy money in customised soft- 
"ware." 

As the reforms of Indian Prime Minis- 
wer P. V. Narasimha Rao bite deeper into 
*he economy, closing the technology gap is 
Kaking on greater urgency. India is hoping 
Ko bolster exports quickly, and ownership 
vof the technology involved in those goods 
will largely determine how much of the 
value will be added in India. In the case of 
computer software, only US$179 million 
was earned from foreign customers in the 
fiscal year ended on 31 March 1992, 

If Indian companies have only outdated 
technology to offer, the country will remain 
a "body shop" for foreign investors at- 
tracted to India's huge domestic market — 
for which the latest technology will not be 
needed. If foreign investors have to export 
as the price of access, they will ship the 
minimum to softer Third World markets. 

India's problem is not that it is short of 
scientists and engineers, but that self-im- 
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posed economic isolation and central plan- 
ning have given industrialists little incen- 
tive to innovate. Scientists, for example, 
have had little obligation to gain a com- 
mercial pay-off from their work. 

Arun Ghosh, an economist and former 
Planning Commission member, points out 
in a recent book, India's Industrialisation, 
that policymakers in New Delhi have 
rarely paid attention to the concept of in- 
novation, identified by the Austrian- 


American economist Joseph Schumpeter as 
the prime mover of industrial growth. 
Schumpeter emphasised that entrepre- 
neurial freedom in a competitive environ- 
ment bolsters innovation. 

In India, companies that produce obso- 
lete goods have often been protected from 
competition. Many have even been bailed 
out or taken over by the public sector. 


Value for money? 





Source: Department of Science and Technology 
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Science leader C. N. R. Rao: R&D and the competitive economy. 
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On the scientific side, laboratories often 
function like temples. They view them- 
selves as symbols of higher aspirations to 
confer emotional benefits from acts of con- 
tributing. Geometry, algebra, trigonometry, 
astronomy, medicine, steel, textiles and ir- 
rigation are part of what many Indians re- 
gard as India’s golden age more than 1,000 
years ago. 

After independence in 1947, science 
gained a more prominent place in India's 
thinking about how it could recapture 
former economic and political glory. An- 
nual spending on research and develop- 
ment (R&D) has averaged less than 1% of 
GDP, modest by the standards of indus- 
trialised countries but above average for 
developing countries. 

In the 1950s and 1960s, the government 
built a network of laboratories under the 
Council for Scientific and In- 
dustrial Research with the goal 
of pushing India into the ranks 
of the leaders in the major fields 
of science. US aid helped fi- 
nance the construction of five 
campuses for the Indian Insti- 
tute of Technology (1T) consid- 
ered world-class engineering 
schools. 

The Indian scientific com- 
munity, however, began look- 
ing inwards in the 1970s, re- 
flecting more protective eco- 
nomic policies and an intense 
drive for symbolic achieve- 
ments related to strategic 
power. In 1970, a new patent 
law removed protection for 
drug and food products. India's 
test explosion of a nuclear de- 
vice in 1974 further isolated the country 
from foreign technology. 

In this period, the public sector has per- 
formed most of the country's research and 
innovation. In the fiscal year ended on 31 
March 1991, government agencies and 
public-sector companies accounted for 87% 
of the Rs 42 billion (US$2.3 billion at the 
then exchange rate) spent in India on R&D, 
according to the Department of Science 
and Technology. Out of the 80% of R&D 
activity carried out by the government, 
50%, or Rs 18 billion, was in the Defence 
Research and Development Organisation, 
the Department of Space and the Depart- 
ment of Atomic Energy. 

In most of the 41 laboratories of the 
Council for Scientific and Industrial Re- 
search, success is generally measured in 
bureaucratic steps. "You go in the morn- 
ing, break for lunch and a bus comes at 5 
p.m. to take you home,” says Krishna Jain, 
physics professor at IIT New Delhi. “Pro- 
motion one rung at a time every three 
years is almost automatic, if vour annual 
assessments are not adverse." 

The 1,000 or so private companies with 
R&D facilities spend only an average of 
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0.796 of their revenue on them. Little of this 


goes into original applications. 

"According to me, none of this is re- 
search," says Rahul Bajaj, chairman of mo- 
tor group Bajaj Auto, best known around 
Southeast Asia for its scooter-rickshaws. 
“It’s mostly reverse engineering. Basic re- 
search would mean a lot of time 
reinventing the wheel, and the funds re- 
quired are such that most Indian compa- 
nies can't compete — Honda's R&D ex- 
penditure is more than my annual turn- 
over." Bajaj Auto spends about Rs 90 mil- 
lion, or 0.9% of its revenue, on R&D. 
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Nonetheless, things began to improve 
for the science sector during the 1984-89 
prime ministership of the late Rajiv Gan- 
dhi, a computer buff. Import controls were 
relaxed to allow into the country compo- 
nents for automobiles and electronics 
goods. But it was the government's bal- 
ance-of-payments crisis caused by a con- 
sumer boom that led to the dramatic eco- 
nomic liberalisation last vear. 

For industry, tariffs are high, but the 
writing on the wall now is for a steady 
reduction in protection. Most industries 
accept that India will need to fall into line 


FAR EASTERN ECONOMIC REVIEW 


with the US push for the protection of ir 
tellectual-property rights. "It is only som. 
sections of the pharmaceutical industr“ 
that are holding out," says Rajat Nandi, « 
director of the Confederation of Indian Iw 
dustry. 

The outlook for Indian scientists is fo 
sharp cuts in government funding and fo 
more reliance on commercially fundec 
projects. The main target of the scientifi 
shake-out will be the Council for Scientifis 
and Industrial Research. 

Rahul Bajaj, a member of the council: 


advisory board, believes that some labora 
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tories may be merged, while others may be 

closed. The laboratories have been told to 

obtain at least 30% of their funding from 
rivately commissioned work. 

“The labs have to be more result-ori- 
ented,” the irr's Jain says. "If you want 
something to grow, you have to prune. 
Sometimes you have to be severe." Jain 
says Indian laboratories will have to pro- 
duce commercial results for their work as 
well as open points of contact for industry, 
cut down paperwork and let scientists 
charge worthwhile consultancy fees. 

Some of the council's laboratories need 
little prompting. The National Chemical 
Laboratory is already selling its original 
petroleum-cracking catalysts to multina- 
tional companies. Others are forming their 
own marketing companies. The Indian 
Space Research Organisation has formed 
Antrix Corp. in a joint venture with the 
Tata and Godrej groups to market satel- 
lites and space applications. 

National Aeronautics Laboratory chief 


= R. Narasimha attributes this trend to a 
. maturing attitude towards science. "Quite 


often, technologies were grown because it 
was considered good to grow them, for its 
own sake," he explains. "We have some 
outstanding ability, such as in space. The 
question is whether this ability can be con- 
verted to creation of wealth." 

Science leaders such as C. N. R. Rao, 
who heads the prestigious Indian Institute 
of Sciences, say India will have to carry out 
fundamental research so that at least it can 
“talk the language.” Rao says government 
laboratories should pursue research aimed 
at meeting basic needs such as the procure- 
ment of safe drinking water. 

But both businessmen and scientists 
tend to see a more competitive economy 
increasing the demand for R&D and forcing 
them to get together. "The new economic 
policy means acquiring new technology to 
compete," Rao says. "Indian companies 
cannot produce just any technology and 
get away with it." 

Not only that, Rao sees Indian laborato- 
ries acquiring much more contracting work 
from multinational companies. “The Japan- 
ese are pouring money into the US; British 
Petroleum is investing heavily there, too," 
he says. "Why shouldn't we get some of 
this?" 

Nandi of the Confederation of Indian 
[Industry agrees: "We believe a competitive 
environment automatically gives a thrust 


- to increased R&D to improve quality and 


productivity." 

The motor industry's Bajaj says incen- 
tives and competition have to be infused 
into science establishments. "That kind of 
culture has to come," he points out. “It 
can't come overnight, but perhaps over a 
five-year period. It should be made part of 
the economic reform process." 

Nandi is more blunt: “We should have 
a say in the running of the labs.” E 
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Price of self-reliance 


Success came slowly and expensively 


a highly risky business for govern- 

ments. India’s record is replete with 
examples of re-invented wheels, but also 
contains some notable successes. 

One of India’s re-inventions was an at- 
tempt to develop a domestic digital tele- 
phone exchange. It was the brainchild of 
Sam Pitroda, an Indian engineer who had 
made a small fortune as a communications 
entrepreneur in the US. He persuaded 
newly elected prime minister Rajiv Gandhi 
in 1984 that India could develop a world- 
class digital-switching on its own. 

Young Indian engineers flocked to the 
government-funded Centre for Develop- 


P icking winners in technology can be 





India's space programme: a winner. 


ment of Telematics set up by Pitroda, while 
expatriates gave up high salaries overseas 
to be part of the technocratic revolution. At 
its height, the centre employed 800 profes- 
sionals and engineers. And while they 
worked, India's telephone system was put 
on hold. Only the telematics centre and à 
joint venture of state-run Indian Telephone 
Industries and France's Alcatel could sup- 
ply equipment for India's state telephone 
monopoly. 

By 1991, India still had only 5.5 million 
phone lines for 850 million people, and the 
government lost patience. After six years 
of effort and an estimated US$60 million in 
funding, the telematics centre's digital 
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switchboards could only take up to 10,00% 
lines — against the 50,000-line exchange 
manufactured in Europe and Japan. 

New Delhi opened its large-scal 
switchboard project to tenders worldwide 
Siemens of Germany, Fujitsu of Japan ane 
Ericsson of Sweden won the US$70 millio: 
order for the 350,000-line first phase of 
15-million line expansion planned for this 
decade. 

World Bank experts say that Pitroda’ 
centre achieved its main success in sma 
exchanges, where its product can handl 
India’s summer heat of 45 degrees centili 
grade and widely fluctuating power supe 
plies. The problem is, the same basic techw 
nology was developed elsewhere ix 
1972. For perhaps a third of th 
telematics centre's outlay, India coule 
have imported the technology ane 
modified it for its own rugged condi" 
tions. 

By contrast, India seems to have 
backed a winner in its space prow 
grammes. With the launch of the 
Insat-2A communications satellite o» 
a European Ariane vehicle in June 
the Indian Space Research Organisasi 
tion has achieved world-class statusi 
“The Insat-2 series is outstanding,” 
said a foreign diplomat who watche 
Indian science. “It is one of the mos 
complex that people are using for 
general-purpose communications. M 
seems to work in every respect." 

The space organisation's success 
was achieved by developing indig 
enous satellites in tandem with the 
use of foreign space services. As In 
dia put up its first experimental satel 
lite (on a Soviet rocket in 1975, it was 
also using US and European satellites 
for mass communications and remote 
sensing. This enabled India to de 
velop the capability to absorb and use sat- 
ellite technology, says the organisation’s 
chairman, U. R. Rao, something other de 
veloping nations have failed to do. “There 
are plenty of earth stations standing idle ir 
Africa because no one knows how to us 
them,” he said. 

Rao insists the indigenous space pro 
gramme will ultimately be cost-effective 
For a total cost of Rs 30 billion (US$1.2 bil 
lion), India has developed the independen 
ability to build satellites to its own specifi 
cations. The Insat-2 satellite costs abou 
US$40 million to build, contains USSI. 
million worth of foreign components an 
boasts extras like a rescue-beacon channe 
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Mor more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
«differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made, we have to admit. with a total disregard for time. If 
—24| a particular Patek Philippe 

| movement requires four 
years of continuous work to 
bring to absolute perfection. 
we will take four years. The 
result will be a watch that 

is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 
generation alter generation 
it has been worn. loved and 
collected by those who are 














very difficult to please: 
those who will only accept 
the best. For the day that 
you take delivery of your 
Patek Philippe. vou will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 





A watch that was made to 
þe tr 'asured. 


PATEK PHILIPPE 
GENEVE 
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ia bout US$48 million : a | year to asc 
the capacity provided by Insat-2’s 18 C- 
band and two S-band transponders. 
The space organisation will soon start 
arketing Insat-2 satellites through its sub- 
liary Antrix Corp. in a joint venture with 
ivate industry. Potential clients include 
the international communications consor- 
tium Immarsat and the fast-growing satel- 
e-broadcast industry. Rao said the or- 
zanisation's lack of a track record with for- 
eign clients had kept it out of the race. 
Insat-2A's success may change this. 

- Rao is also hoping to develop the space 
“organisation's own launch vehicle for 
.geosynchronous satellites. It could make a 
; vehicle for about US$25 million, against the 
.' US$65 million launch fee currently charged 
-by Arianespace of Europe or Nasa of the 

_US. However, this plan has triggered US- 
led sanctions against the organisation. In 
May, Washington said that a US$200 mil- 
lion deal India signed with Moscow's 
 Slavkosmos agency for the transfer of 
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he hits just keep on coming at Ma- 
laysia's Bank Bumiputra. Following 
W. a management shake-up, it now ap- 
pears that more heads will roll soon and 
-that the bank faces further problems with 
ts real-estate loans in the next two years. 
-.. Bank Bumiputra has been plagued by 
candal, controversy and financial prob- 
ems for much of its life. The country's sec- 
nd-largest lender after Malayan Banking, 


t was set up in 1965 to help Malaysia's- 


indigenous Malay businessmen. Given its 
ize and socio-economic mandate, Bank 
jumiputra mirrors the successes or failures 
f the ruling United Malays National Or- 
nisation (Umno) in promoting the coun- 
7s dominant Malay population. Prob- 
ms in the bank's loan portfolio have also 
erved as an early-warning sign of trou- 
Jes elsewhere in Malaysian banking. 
_ Despite Umno's professed intentions to 
top political interference in the bank, po- 
litical infighting may have played a role in 
the removal of the bank's two top men — 
executive chairman Hanafiah Hussain and 
executive director Jaafar Ahmad. In addi- 
tion, Umno sources say. other senior Bank 
Bumiputra executives may face the axe af- 


n 








Japan 85,640 2.98 
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cryogenic rocket engines and related tech- 
nology violated the Missile Technology 
Control Regime. The regime limits transfer 
of rocketry enabling a warhead weighing 
at least 500 kilogrammes to be hurled more 
than 300 kilometres. 

Although the high power-to-weight 
cryogenic engine could theoretically be 
used to launch an intercontinental missile, 





Lender in the lurch 
 -— Bank Bumiputra dogged by infighting 


ter the new management takes office on 1 
January. 

The announcement on 6 November that 
the two men would retire at the end of this 
year came a few days before the bank dis- 
closed that pretax profits plunged more 
than 80% to M$33.7 million (US$13.4 mil- 
lion) in the year ended 31 March. Analysts 
attributed the earnings drop to a sharp in- 
crease in the bank's provisions for bad and 
doubtful debts, to M$126.3 million from 
M$78.5 million a year earlier. They say this 
demonstrates that the bank's profits are 
still being eroded by expenditures de- 
signed to relieve its staggering load of 
non-performing loans. 

Hanafiah is to be replaced on 1 January 
by a “non-executive chairman" — Tan Sri 
Abdul Khalid Sahan. The bank’s current 
chief general manager, Abdul Aziz Oth- 
man, will effectively take over the bank’s 
reins as its new executive director. The 
firings of Hanafiah and Jaafar were ap- 
proved by the Finance Ministry, which 
holds 100% of Bank Bumiputra. 

Other changes being discussed are 
tough efforts to induce individual Malay 


. businessmen, who comprise over half the 


bank's borrowers, to repay their loans. 
Many of the debts have been on the books 


I italy, a as the fal must be stored at ex 
tremely low temperatures and can only bi 


bad indefi 





loaded by means of a complicated plumb 
ing system a day or two in advance of i 
launch. 

Furthermore, the space organisation in 
sists its programme is scrutinised by par 
liament and is entirely separated from In 
dia's military rocketry. According to the US 
definition of the pact, the programme 
should be exempt from restrictions, say: 
Rao. However many Indians believe the 
US is using the arms treaty to protect it: 
own space-launch market. 

Whatever its motives, the US ha: 
slapped an export embargo on India anc 
Russia. The Indian space organisation may 
still receive its rockets from the Russians 
having already put up more than half the 
cost, but it is prevented from buying US 
components. for the next satellites in the 
Insat-2 series. “It’s not so much that we 
cannot make the technology, but it's the 
economic viability of making it here,” Rac 
said. i Hamish McDonald 


for nearly 10 years because of the unwill- 
ingness of bank managers to force repay- 
ment due to the fallout that would have on 
the Malay business community. There is 
also talk of bringing the bank under closer 
supervision by the Finance Ministry and 
Bank Negara, the central bank. 

All indications are, however, that the 
government faces an uphill struggle to 
make changes at the unwieldy bank, which 
has 6,000 employees. For one thing, the se- 
riousness of efforts to reform Bank Bumi- 
putra has been called into question by alle- 
gations that the recent firings were politi- 
cally motivated. On the surface, these steps 
are designed to eliminate repeated in- 
stances of middle-level bank officials mis- 
appropriating client funds. But the purge 
is also designed to settle old political scores 
and to bring the bank more fully under the 
control of Umno factions. who opposed 
Hanafiah's leadership. - 

Hanafiah was hired i in April 1990 to 
enhance the bank's image and restore its 
profitability. A respected accountant.and a 
founder of one of Malaysia's largest ac- 
counting firms, Hanafiah Raslan & Mo- 
hamad, he is known to be a political ally of 
Agriculture Minister Sanusi Junid. 

Sanusi is a frequent critic of the policies 
of Prime Minister Datuk Seri Mahathir 
Mohamad. He is also a foe of Finance Min- 
ister Anwar Ibrahim, who is one of several 


cabinet ministers known to be manoeu- 
vring for the right to succeed Mahathir as 


prime minister. Anwar, a close supporter 
of Mahathir, embarked on a campaign re- 
cently to clean up corruption at Bank Bu- 


miputra and to end the party's involve- 








INSEAD’ S portfolio of an management programmes is designed 
to help executives develop a genuinely international business | 
perspective at three key. points i in. their career. 


Advanced Management Programme (4 weeks) | 
The Advanced Management Programme (AMP) is for senior general managers with 
significant profit centre responsibility and high-level functional executives, 


31 JANUARY- 26 FEBRUARY 1993 GN ENGLISH) 
4. 30° JULY 1993 (IN ENGLISH ORS FRENCH) 
$- 29 OCTOBER 1993 (IN ENGLISH) 


Aüternational Executive Programme. ( 7 weeks) 


~ The International Executiye Programme (IEP) is designed for the fast-track furjctional 
executive who is about to assume his or her first multifunctional management: role. 


ond FEBRUARY-16-APRII- 4993 iN’ ENGLISH) 


^ high potential they 





— ' . Chantal Po: | El), INSEAD, 77305 Fontainebleau Cedex, France. 
UEM Fax: Q3) t 60724242. Tel: Q3 160 7 42 90 Tele 690389F 


31 OCTOBER-17 DECEMBER 1993 (IN ENGLISH) 


Young Managers Programme (3 weeks )- 
| The Young Managers 














Programme (YMP) is geare od to hel y young managers develop the 
jave demonstrated. in the first vears of their careers, | 


10-29 JANUARY 1993 (IN ENGLISH) 
30 MAY-18 JUNE. 1993 üN. ENGLISH OR FRENCH) 
12 SEPTEMBER- 1 OCTOBER 1993 aN ENGL ISH) 


— For more. informati on on thése or bcr INSEAD executive programmes, please c contact: 








BUSINESS 






ment in business. 

Meanwhile, Tan Sri 
Basir Ismail, who is 
chairman of state oil 
company Petronas, had 
been critical of Hana- 
fiah's performance ever 
since the latter suc- 
ceeded him as bank 
executive chairman. 
Sources say the feud 
erupted after Hanafiah 
removed several execu- 
tives close to the Petro- 
nas chief during the 
1990 bank shake-up. 

When it became 
clear the bank would 
report a sharp decline 
in earnings, the stage 
was set for a show- 
down between Hana- 
fiah and a group of critics tied to Basir, 
according to sources. 

Hanafiah declined to be interviewed, 
but his defenders say he tried to revamp 
the bank's operations and to turn profits 
around. They note, too, that non-perform- 
ing loans were an issue while Basir was 
still chairman and that Hanafiah replaced 
him only after the doubtful debts had been 
extended. “The issue is at what point 
[Hanafiah's] management should be 
blamed," says one source close to the dis- 
missals. Some contend that Hanafiah and 
Jaafar may also have been dismissed be- 
cause they uncovered evidence of malfea- 
sance at the bank that would have embar- 
rassed key Umno officials. 


Bank Bumiputra: shake-up. 


Experts close to Bank 
Bumiputra point out, 
too, that despite its de- 
fects, the bank has 
largely fulfilled its mis- 
sion to increase lending 
to Malay businessmen. 
“It has done everything 
it was supposed to do," 
says one Kuala Lumpur 
banker, who argues that 
the government never 
allowed the bank to 
compete as a normal 
commercial institution. 

The bank's defend- 
ers also say its balance 
sheet is not as bad as its 
bad-debt provisions 
would suggest. Its capi- 
tal-adequacy ratio to 
loans outstanding was 
8.6%, comfortably above the 8% promul- 
gated by Bank Negara, while its sharehold- 
ers’ funds stood at a hefty M$1.4 billion in 
March. Much of this fall-back funding is 
the result of past injections of government 
funds. 

Whatever Hanafiah's merits or failures, 
his successor — Abdul Aziz, a longtime 
bank executive — also has his critics. "Aziz 
is the wrong choice,” asserts a ruling-party 
official. [You need] somebody ruthless to 
clean up the place." 

Foreign bank analysts and even some 
Umno leaders say the only way to solve 
Bank Bumiputra's problems is to bring it 
under stricter regulatory control. They also 
say that Bank Negara, though it has criti- 
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Singapore's stars 


Government fund managers shine in equities 


ureaucrats or stock pickers? The 
B Singaporean civil servants who han- 

dle their government's large portfo- 
lio of overseas equities put many a top 
fund manager to shame in 1991, according 
to a study of cross-border investment 
flows. 

The study, by London-based Baring Se- 
curities, confirms anecdotal evidence from 
regional brokers. It indicates that Singapo- 
reans bailed out of the Tokyo market in 
1990 and 1991 — well ahead of investors 
from other countries, and probably with 
good profits. 

The study tracked transactions by coun- 
try of origin without distinguishing public 
investors from private ones. But it is safe to 
assume in Singapore's case that most of the 
money came from government coffers. 


Singapore alone was a net seller of Japa- 
nese stocks in 1991, unloading securities 
worth US$500 million. By contrast, a net 
US$46.8 billion flowed into the market 
from US, British, French and Swiss inves- 
tors — all of whom are likely to have lost 
heavily in the slide from its end-1989 peak. 
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cised Bank Bumiputra's lending practices 
has never fully called the institution to ac 
count. ^No one wants to blow the whistl 
because it would make everyone else looi 
bad,” says one financial expert. 

Yet plenty of people are likely to lool 
bad in the next few years, analysts say 
They note that most of the bank’s loans are 
in the property sector. While real-estat 
prices appear to be holding steady thi 
year, some fear there may be a sharp 
downturn in less than two years. 

According to some property specialists 
rentals for prime office space have alreadw 
peaked at around M$5-5.50 per square foow 
and appear to be on a downtrend. In addi 
tion, ceilings on new condominium ape 
provals in Kuala Lumpur have done little 
to offset a glut of several million square 
feet of upscale residential space that wil 
soon be on the market. “I wouldn't be sur 
prised if [property loan] delinquencies star 
to increase — though it will depend or 
other things such as interest rates," says 
Sunil Gupta, a banking analyst at Crosbw 
Securities in Singapore. 

This could have serious consequences- 
not only for Bank Bumiputra, but for scores 
of Malaysian banks that have lent heavily 
during the four-year boom in the locas 
housing and construction markets. Aziz 
the new executive director, denies tha* 
Bank Bumiputra faces problems. "We dc 
not anticipate any problem in pursuing ou» 
normal operations," he said at a press con. 
ference on 15 November. But, says formes 
finance minister Tun Daim Zainuddin 
“The question is whether there will be a 
soft landing or a crash." 


Angela Cozzini, who co-authored the 
report, says Singaporeans also showed 
good timing in Europe. Singapore sold a 
net US$700 million of European and Brit- 
ish stocks in 1991; the rest of the world 
loaded up with US$31.3 billion-worth. 

The report suggests Singaporean buy 
orders last year were equally well chosen. 
Singapore accounted for US$2.4 billion, or 
nearly 22%, of the US$11 billion in net for- 
eign inflows to US equity markets. Both 
Britain and Switzerland were net sellers, 
and the Japanese invested only US$1.2 
billion. 

Singapore's foreign reserves are offi- 
cially reported to be about US$40 billion 
though analysts say the figure might be uf 
to 50% higher if equities were valued a 
market, rather than purchase, prices. Mos 
of it is thought to be held in foreign shares 

The portfolio is supervised mainly by 
the Government of Singapore Investmen 
Corp. (Gsic), with a small amount en 
trusted to outside managers. GSIC staff 
mostly in their thirties, earn only slighth 
more than other civil servants — a salar 
of S$10,000 (US$6,100) a month would b 
considered good pay. w N. Balakrishnai 
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you cannot afford yourself, to manage and enhance your 
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instruments within both developed and emerging markets, 
and in trust and personal company structuring. 

And ING Bank has the network to make global 
relationship management a reality. The Dutch have a long 
international trading history so, as you might expect, you 
will find us with more than 60 offices in over 30 countries 
with private banking and trust specialists in Latin America, 
Europe and the Far East. 

For further information or details of our network, 
please contact: ING Bank International Private Banking in 

: Geneva, telecopier 41.22.3111018, telephone 41.22.3116333. 
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"Innovation and forward 
thinking have been Doosan's driving 
forces throughout our 96-year history. 
As a result, the Korean company 
is one of the world's foremost 
conglomerates, with wide ranging 
business interests, including food 
and beverages, communications, 
publishing, trading, machinery, 


construction and electronics. 





"By the innovative use of 


Information Technology, we con- 
tinue to sharpen our competitive 
edge, unite our divisions and guide 
Doosan into the 21st century. 
"Digital's Open Technology is 
the key element. It integrates our 
existing multivendor systems; creates 
a distributed computing envi- 


ronment; and vastly increases our 


choice of applications. 

"Open Technology's capaci 
for easy and economic upgradis 
and expansion is another attractio 
Indeed we are investing in Digita 
new Alpha AXP architecture, tl 
world's fastest 64 bit RISC syste» 
Architecture engineered to suppo 
multiple operating systems, optimi 


speed and increase computir 
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‘formance by a factor of 1000 
er 25 years. We work with 


gital because they always put 


e customer first. Testimony 


which comes in the form of 


sir exemplary multivendor support 
d consultancy services, as well 

implementation and system 
anagement." 


Discover how Digital's Open 
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Technology can 
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itself by writing to 


Digital Equipment 


Korea Inc., Kukje WOS Aii M 
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Centre Buildi ng, Mr Cheon Sa Kim, Chief Information Officer, Doosan Group of Companies 


#191, Hankangro, 2-GA, Yongsan- 
Gu, Seoul 140-702, Korea. Or call 





your local Digital sales office. 
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"Monsieur est servi."* 


- LE TUILERIES - 
EIGHT PRESTIGIOUS APARTMENTS AND IMPECCABLE SERVICE 


IN THE HEART OF HISTORIC PARIS. 


Imagine yourself as the owner of one 

of the most luxurious properties in Paris 
" Le Tuileries", eight prestigious apartme 
(from 3,4 to 13,6 million French francs) 
offering exceptional comfort in 

a historical setting. 

Your neighbors : Cartier, Guerlain, 

Van Cleef & Arpels, and the famous hou 
of Haute Couture along 

the Faubourg Saint-Honoreé. 


" 


Your "guest rooms" : 
the Inter-Continental, Ritz, Meurice 

n | or Crillon. 
Your gardens : the 
Tuileries, Palais 
Royal, Cours-la-Reine 
or the Champs- 
Elysées 


"Le Tuileries" is in the 





heart of Paris, minutes from the Opera, th 
Louvre and the capital's most celebrated 
restaurants and theaters. 

And to let you live Paris life to its fullest, 
"Le Tuileries" proposes all 

the services needed for a smooth-running 
household: housekeeping, doorman, 

car and chauffeur, physical therapist, 

dry cleaning and laundry, catering, 
secretariat and much more. 

For more information, 

please call Cécile Billiault at VLGI, 

tel: (33-1) 40 07 09 09, 


fax: (43-1) 42 66 10 60, 





"Paris on a silver platter’ 
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23, rue de l'Arcade - 75008 Paris. 
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wmapan prepares to open its rice market 


I Louise do Rosario in Tokyo 


s Japan considers saying ves instead 
of no to rice imports, its decision- 
makers are rushing to put together 
package to make liberalisation as pain- 
—55s as possible. Rice farmers are likely to 
ceive hefty compensation, politicians a 
Wece-saving excuse and agricultural bureau- 
eats new jobs in a liberalised market. 


These arrangements are being made 
uetly, sources say, while Japan continues 
reiterate its hard-line stance of no im- 
rts at the Gatt trade talks in Geneva. 
ith so many false starts at the global 
orld trade negotiations in the past and so 
uch at stake in domestic politics, Tokyo 
ill be the last to say yes to a new Gatt 
rm agreement. “Japan is likely to fight to 
ime bitter end,” says Peter Sutton, agricul- 
ral counsellor at the Australian Embassy 
Tokyo. 
For two years, the Uruguay Round of 
tt trade talks have been stalled prima- 
i by the disagreement between the two 
main signatories, the US and the EC, over 
rm subsidies. In mid-November, the 
ade talks were suddenly given a new 
ase on life after both sides averted a trade 
ar over oilseeds. There are now high 
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hopes that the Gatt talks could be wrapped 
up in the coming weeks. 

Japan has stood on the sidelines 
throughout the dispute, hoping to buy time 
for the rice issue. Although Japan is ex- 
pected to benefit greatly from a new Gatt 
trade pact, it has refused to open its rice 
market because of the strong farm lobby at 
home. Last year, it flatly rejected a paper 
drafted by Gatt director-general Arthur 
Dunkel that demanded all import bans and 


Mountainous rice prices 


Japan is short of rice in government 

. warehouses, due to bad harvests and 
. farmers’ preference to sell to the black- 

. market instead. 

... By the end of October, the govern- 
ment's stock of rice had fallen to around 
260,000 tonnes, the lowest in a decade. 
The price of t-regulated gluti- 
vos pied the supply of which T sod 
most scarce, is to jump by 13% next 
April, the highest price increase 
ase 

The shortage could not have come at 
a worse time for Tokyo, which continues 
to argue that it does not need im 
There is no sales panic yet but if the 
shortage persists, Japan may need to im- 
EEE niet yea, MAy foes Asian 
countries, as it did on a few occasions in 
the past. 

Japan's production of rice has been 
falling since the 1970s because Japanese 
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are eating less of it. In recent years, an- 
nual production has stayed at about 10 
million tonnes. The government buys 2- 
3 million tonnes from farmers at a pre- 
mium price and sells at a lower price. 
Such "government" rice is often of the 
lowest quality, but it ensures that there is 
a steady, cheap supply. Another 5-6 mil- 
lion tonnes are handled by government- 
designated rural cooperatives, which 
tack on a big margin before selling the 
stock to wholesalers. 

The rest of the rice output goes to the 
blackmarket, where the best prices and 
the best products are available. Unau- 
thorised distributors, willing to risk be- 


ing arrested, a farmers directly 
for supply, bypassing official channels. 


In recent years, farmers have been 
growing more for the blackmarket at the 
expense of government procurement. 
This year, government stocks dropped 
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quotas on agriculture be replaced by tar- 
iffs, a policy known as tariffication. 





With foreign pressure rising again after — 


the latest US-EC accord, Japan appears to 
be shifting from its hard-line stance of 
“tariffication with the exception of rice" to 
a more flexible one. The clearest signal 
came from Foreign Minister Michio Wa- 
tanabe, who told parliament on 25 Novem- 
ber that Japan must take "a realistic ap- 
proach." "There is no contending against 
heavy odds in multilateral talks," he said. 
"The ruling party has to think of a way 
that would be good for the farmers and for 
the national economy." 

A "realistic" approach will involve 
these issues: 
> Compensation to farmers. Although 
farmers make up only 6.2% of Japan's 


workforce, the government will no doubt 
provide them with a compensation pack- 
age to minimise the political backlash. 
More than half of Japan's 512 electoral con- 
stituencies are in rural areas. One analyst 
suggests that the compensation may cost 
the government a total of Y2-3 trillion ( 
US$16-24 billion) over a number of years. 
The Ministry of Agriculture's budget to- 
talled ¥3.6 trillion in the year to March, a 
large part of which was spent on rice sub- 
sidies. 

> A way around the Food Control Law. 
As it stands, the 50-year-old law provides 
the government with absolute power over 
the rice market and allows it to restrict im- 
ports. The law may either have to be re- 
vised or given a new interpretation to al- 
low market forces to operate. 

> A new farm policy to help farmers find 


further because of bad harvests in the - 
northern island of Hokkaido. ; 
To encourage farmers to grow more 
for the government, planners recently 
agreed to raise the procurement price of 
utinous rice, for le, by ¥2,900 
(US$23.50), to ¥24,615 per 60 kilo- 


grammes. This will further widen the — 
price difference between J. and the — 
rest of the world — a of its stated 


objective to narrow the gap. Unwilling 
to tolerate such price increases, some in- 1 
dustrial users have begun importing - 
processed glutinous rice products in- - 
stead, which cost as low as 10% of do- 
mestic equivalents. p 

The current rice shortage highlights 
the limits of government control of the 
rice market provided under the Food 
Control Law. Meticulous official plan- 
ning has not provided stable hope 
prices. Consumers hurt by the erratic — 
supply and higher prices are now join- 
ing those who say opening up the mar- 
ket is good for Japan. ete 
m Louise do Rosario — * 
? e 
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other jobs or be more efficient with bigger, 
more mechanised farms. "There will be a 
major restructuring in every aspect (of the 
agricultural system)," says Sutton. 

> An overhaul of the highly r regulated 
distribution system. In theory, all rice in 
Japan must be inspected by the Food 
Agency of the Ministry of Agriculture, 
Forestry and Fisheries and distributed 
through approved channels managed by 
Nokyo, the national organisation of rural 
cooperatives, Such a system supports 
12,000 staff at the Food Agency and an- 
other estimated 300,000 employees at all 
E 'els of Nokyo. A great part of their job is 

to “push papers," says Takeshi Domon, a 
specialist on Nokyo. 

The most immediate and difficult of 
these tasks is the revision of the Food Con- 
trol Law. With the parliament already 
locked in a debate over political scandals, 
there is little time left to make such contro- 
versial legislative changes. 

Some analysts, however, say import lib- 
eralisation is possible even under the exist- 
ing legal framework. “The LDP is merely 
using the law as hostage," says Domon. 
"This is just a matter of legal interpreta- 
tion. If politicians decide that the priority is 
the Gatt talks, the rest will only be techni- 
cal issues." 

A Western diplomat in Tokyo says the 
LDP has shown "great administrative flex- 
ibility” in the past, including the creation 
of a peacekeeping operations law to allow 
the dispatch of the Japanese military over- 
seas. This so-called PKO law is regarded as 
a clever way to bypass a constitution that 
forbids Japanese soldiers going abroad. 


Placard protest: child depicted eating rice 


The LDP may come up with a "PKO-like" 
compromise for rice to overcome legisla- 
tive obstacles, one analyst suggests. 

But first rural voters must be convinced 
that the LDP has done its best to fight off 
foreign pressure. "Farmers felt they were 
cheated when we liberalised beef and or- 
ange imports in 1988," says Tomomitsu 
Kuwahara, an LDP agricultural expert. “We 
have to be honest this time. We can't 
change our position so easily." 

Tokyo has ordered its Gatt ambassador, 
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Vigilance pavs off 


Kuala Lumpur nabs alleged share fraudsters 


By Doug Tsuruoka in Kuala Lumpur 


he Kuala Lumpur Stock Exchange 

is giving itself a pat on the back. The 

exchange is moving to stop a syndi- 
cate from circulating forged stock certifi- 
cates with a total market value of at least 
M$26 million (US$10 million), and officials 
are relieved that exchange investigators 
have discovered one of the biggest such 
frauds in the market. 

Nik Mohamed Din, the stock ex- 
change’s executive chairman, announced 
on 1 December that a syndicate was tam- 
pering with the shares of at least 10 blue- 
chip companies. Only a small amount of 
the bogus certificates, however, are be- 
lieved to have been arculated. 

Police in Kuala Luinpur arrested two 


54 


businessmen allegedly involved in the 
scam. The men, believed to be Singapore- 
ans, were identified as Tan Cheng Chwee 
and Tan Chang Tiang. Police officials say 
3,389 forged stock certificates with a face 

value of M$26 million were taken from the 
men. 

The Kuala Lumpur Stock Exchange 
says the bogus certificates were discovered 
after they were presented to company 
share registrars by hapless investors. Ex- 
change officials say the syndicate sent in 
odd-lot certificates, or those not denomi- 
nated in lots of 1,000 shares, to the regis- 
trars to be split into single-share certificates 
of one share each. The shares were also 
sent to the registrars to be transferred or 
registered under the names of fictitious or 
deceased people. 
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Minoru Edo, to do some last-minute Ic 
bying in Geneva. Japan still hopes that 
can secure special treatment for rice in mi 
isterial-level talks due to be held before t 
latest Gatt deadline of 31 December. Fa 
ing that, it may call for a moratorium « 
tariffication followed by high tariffs 

make liberalisation as slow as possible. 

A US official in Tokyo adds: "T 
Dunkel paper is already so watered dov 
and minimal. The concessions involve 
will be so small that even the Japane 
farmers won't notice the changes wh: 
they are introduced." 

In fact, few parties will be shocked 1l 
the opening up of the market because t: 
writing has been on the wall for yeas 
Even the Ministry of Agriculture, t# 
strongest defender of rice farmers, pur 
lished a white paper earlier this year cas 
ing for fewer, bigger farms in the next de 
ade — its first admission that the curre 
small, inefficient rice holdings could rw 
last forever. 

The Food Agency has also been quiet 
studying ways to retain some control ov 
distribution in a free market, Domon say 
Even Nokyo cooperatives have sent stu 
groups overseas to see how free marke 
operate. With their huge financial resource 
and connections, notes Sutton, Noky 
should be able to find a new role for ther 
selves in a liberalised market. 

Still, an opening up of the rice mark: 
will have far-reaching repercussions b 
yond trade. "Rice-growing has a speci 
role in Japanese society, a strong cultur. 
symbol. With rice imports, it will really ‘is 
ternationalise' Japan," says Domon. 


The exchange officials say the single 
share certificates were then altered by th 
syndicate to make it look as though the 
were worth 1,000 shares. The doctore 
shares were then sold to unsuspecting buy 
ers in private transactions as bona fid 
shares. 

Most of the falsified share certificate 
were traded on the Stock Exchange of Sir 
gapore's over-the-counter market in Me 
laysian shares. The Singapore exchang 
began the over-the-counter market durin; 
a van delisting exercise with the Kual 
Lumpur Stock Exchange nearly three year 
ago. 

Analysts point out that the scandal' 
detection is a sign that regulatory scrutin 
is on the rise on the Kuala Lumpur Stocl 
Exchange and that the market shouk 
benefit accordingly. But some observer 
detect a bit of self-interest in the exchange’ 
statement that no bogus certificates have 
been found in its market. Given the rivalry 
between the Kuala Lumpur and Singa 
pore exchanges, they wonder whethe 
the Malaysian exchange was possibly 
trying to lure investors away from the 
city-state. à 
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.T hen the next guide to investment 
| in emerging markets is written, 
.* its authors need go no further 
1 China's B-share market for examples 
how to go wrong. Ten months after the 
xeigners-only shares were launched in 
hanghai and Shenzhen, the tales being 
ent back from the front are of the kind 
9lhat keep fund managers awake at nights. 
- Daily trading volume remains thin, and 
Ost of the 18 B stocks are trading below 
eir issue price. It is hard, in fact, to de- 
de which of the 18 might qualify for the 
mtle of investors’ Least Favourite Share. 
Perhaps it could be Shenzhen Shenbao 
dustrial, which makes and distributes 
"epsi and other kinds of food and drink. 
The company came to the market in Octo- 
yer at a prospective price-earnings ratio of 
around 15. Four days later, the un- 
derwriters lowered their forecasts 
sor the company's earnings — 
butting the stock price on an unat- 
_#ractive earnings ratio of about 60, 
„according to one frustrated fund 
"manager. When he attempted to 
neet company officials to find out 
_why the revision was made, the 
"fhairman declined to show up. 
, Or perhaps the title should go to 
"Shenzhen Zhongchu. This company 
makes whistling kettles but plans to 
iur itself into a property developer 
~~ in a local market that is already becom- 
ng overheated. 
-> These and other investment horror sto- 
Wies are beginning to make foreign inves- 
lors, particularly managers of institutional 
Kunds, take a more sober look at China's 
sudden flirtation with capitalism. Some 
Shave already decided to stay on the side- 
Mines until the problems created in the ini- 
tial burst of enthusiasm have worked 
‘themselves out. And more than a few are 
. “Fund managers bought blind," says 
one broker. "Now, they are all sitting there 
scratching their heads, wondering which 
[companies] will make their earnings fore- 
casts." 
: There are two key problems in the B- 
share market. First, financial reporting 
among Chinese companies is either non- 
existent or inaccurate. Second, many of the 
newly listed firms are using the proceeds 
of their share issues to embark on all sorts 
of new ventures — often totally unrelated 
to their core activity. 
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sstors count the pitfalls of China's B shares 


Number of stocks 


Market capan saua 
(Rmb mil 


Turnover on 30 October 
(Rmb million} 





The B-share market remains tiny. The 
total capitalisation of B stocks listed in 
Shanghai and Shenzhen (see chart) is less 
than Rmb 21 billion (US$3.7 billion). Even 
if the two exchange's A shares — available 
only to locals — are added in, the share 
market is a minnow. Southeast Asia's two 
smallest bourses, Jakarta and Manila, are 
capitalised at US$9 billion and US$20 bil- 
lion respectively. 

Regardless of its lack of size, though, 
the share market still provides some of the 
best clues to the path that financial reform 
is taking in China. And while the signs 
may so far be excusable as the results of 
misunderstanding or immaturity, they 
point in troubling directions. 

"The Chinese have to think why the 
market is in a coma," says the China-divi- 
sion head of a Hongkong brokerage, refer- 
ring to the low daily turnover in B shares. 
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"They have to learn that they cannot use 
non-market measures to run the market." 

The lacklustre trading of Chinese B 
shares — on one recent day it amounted 
only to about US$2 million — is at least 
partly the result of investors' growing wor- 
ries about how reform is being handled. 

Shanghai-listed Chlor-Alkali, the largest 
B stock by market capitalisation, provides 
an insight into the problems. Fund manag- 
ers agree that it will have trouble meeting 
its annual earnings forecast; indeed, its 
first-half profits were considerably less 
than half-way there. 

Why such a disappointing perform- 
ance? One reason is that the chemicals pro- 
ducer was shut for an entire month for 
maintenance. 

Moreover, Chlor-Alkali had told inves- 
tors it would use the proceeds of its US$200 
million August issue to repay its expensive 
foreign borrowings. “That was a lie,” says 
the manager of one China fund bitterly. 


"They used only US$40 million of it and - 


claimed they couldn't pre-pay.” 


18,096 | 2,700 | 34,791 | 17,835 
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cles, for example, has little to hide. But it 
failed to inform shareholders of its interii 
"results. "They just forgot," explains a cor- 


















ture i I be diverted to meet int 
est payments. And its debt will beco 
even more expensive as the renminbi 
tinues to lose value against the US doll 
and the yen, in which the loans are di 
nominated. ; 

There is another cloud, too, over i 
long-term prospects. Its principal raw me 
terial, ethylene, is sourced almost exclt 
sively from state-owned Shanghai Pe 
chemical. At the moment, the price is fi 
by the state at a level which favours Chlor- 
Alkali. But Shanghai Petrochemical now- 
wants its own listing, in Hongkong. Most . 
analysts expect that will mean better prices - 
in future for Shanghai Petrochemical — A 
and a consequent rise in costs for Chlor- 
Alkali. | 

The only reasons to continue holding - 
Chlor-Alkali'S shares seem to be the tax 
breaks it receives for being publicly listed, - 
and the fact it is a key state enterprise. — 
"They will surely continue to get preferens 
tial treatment,” says one analyst, hopefully. - 

Chlor-Alkali has told fund managers its. 
year-end figures will be available, in Eng- 
lish, in accord with international account- 
ing principles by 10 February. "Iwould sav 
there is about a 10% chance of that,” says 
one fund manager. “They put outa- 
lovely prospectus; but they can't do 
it for the interims.” Chinese firms: 
seeking foreign capital, he adds. 
“will pay the fees to get the money 
in, but there's no after-sales service.” * 

Freewheeling Shenzhen, next . 
door to capitalist Hongkong, pro- — 
vides no more comfort than the | 
heavy-industrial world of Shanghai. 
Look at Shenzhen Petrochemical. It 
occupies smart offices, and in the- 
first heady days after its listing in 
July, stockbrokers’ monitors dis- . 
played the meteoric rise of its share price. 
But now the shares are down to Rmb 8.10 
from their Rmb 18.75 high — and perhaps 
with good reason. ue 

Petrochemicals are actually only a small. 
part of the company's activities. It is mov- 
ing into property development and vari- . 
ous other undertakings unrelated to petro- 
chemicals. Analysts who follow the com- 
pany say some of the proceeds of its share ` 
issue have gone into property speculation 
in Panyu, in the Pearl River Delta, and even 
into a hotel investment in Mauritius, in the 
Indian Ocean. i 

“They are like kids,” says an investment . 
banker who has called on the company. 
"They never had foreign exchange like that 
and once you have foreign exchange, you 
can do anything." A 

Such irregularities in financial reporting 
and the use of proceeds are the rule, rath 
than the exception. Shenzhen China Bicy 
































































yut announcements in both the local Chi- 
ese and international newspapers. But 
hey forgot. They have no experience." 
Lack of experience and lack of under- 
tanding can be a dangerous combination. 
hinese companies "don't really under- 
tand earnings-per-share or price-earnings 
atios," the corporate-finance officer says. 
I hey just talk about assets. And then if 
rou say ‘We don’t care about assets in an 
ndustrial company, we care about profits,’ 
hey tell you ‘If you want profits, we can 
lay in the foreign-exc hange market, or the 
tockmarket’.” 

. Fountain-pen maker Shanghai Wing 
Sung Stationary is another example. Inves- 
tors have been sceptical of its plan to move 
nto more upscale gold pens, and it is ex- 
ected to report a drop in earnings-per- 
hare in 1993. One analyst was therefore 
urprised to find the company's results had 
‘registered an unexpected improvement 
from September to October. "New prod- 
uct,” Wing 5ung's finance director insisted, 
in response to questions. But on closer ex- 
amination, the new product was a new line 
of business — lending foreign exchange to 
other companies. 

; 0 China Textile Machinery has also been 
oa dad OMNE Midi a) that should 
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ng, pres is ; credited with turning 
around Shanghai No. 2 Textile Machinery, 
another B-share company. 

Huang is well known in Shanghai; his 
image graces company advertisements in 
the local newspapers and it is his connec- 
tions that are said to have made China Tex- 
tile’s listing possible. The company plans 
to begin supplying more modern airjet 
spinning machines to China's textile indus- 
try, but is behind schedule. "They Jack a 
track record,” an analyst says. “They 
haven’t met earlier production forecasts, 
either.” In the meantime, though, the com- 
pany is said to be profiting from its new 
chairman's connections, which have en- 
abled it to trade scarce local stocks. 

Some companies, though, are adhering 
to their basic business plan. Dazhong Taxi, 
currently the only Shanghai company trad- 
ing above its issue price, is a favourite of 
the fund managers. It is a service company 
— the only one in the market — and its 
business is easily understood. But even this 
success story raises troubling questions. 
Why does a taxi company need to go to 
the equity market when the queue is so 
long and other companies need funds far 
more desperately? 

The nw dd dd. ds s China-divi- 





airman, Huang | 





mpan he right relationship 
The same answer applies to companii 
with dismal earnings performance wl 
nevertheless also managed to secure aj 
proval to list. 

Shenzhen Zhongchu, the whistling-ke 
tle maker that plans to produce most of i 
profits from property within a year, is tł 
most egregious example of ill- -thought-oi 
div ersification. "| wanted to list that con 
pany,” confides the corporate-finance o 
ficer, ". . . until I looked at it. Its profi 
were dropping 20% a year. I told them ne 
to list." But Zhongchu went ahead anywa 
— its issue oversubscribed by eager inve: 
tors. The lesson the Chinese learned fro 
that episode, the banker says, “is that w 
can list anything.” 

Unfortunately, it is the wrong messag 
One reason that the B-share market is nov 
illiquid is that foreign merchant banker 
are not about to sanction a second wave ¢ 
overpriced issues. Chinese companie: 
meanwhile, refuse to come to market ¢ 
price-earnings ratios below those of the 
predecessors. 

They can either wait, or sacrifice thei 
pride. “Tam not paid to develop an emerg 
ing market," says Peter Phillips, who mar 
ages Fidelity Investment’s China fund: 
“By not being involved, by withholdin: 
funds, we can have more impact." l 
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BRIEFING 


manufacturers were allowed to 
own land. 


SHINA 
angapore to invest 


consortium of six Singapore 
»mpanies, three of them 
»vernment-controlled, 
mveiled plans to develop a 
#000-hectare industrial park 
vout 70 kilometres from 
uzhou, southeast China. 
adonesian tycoon Liem Sioe 
Kong will provide the land 
id take a 40% stake in the 
woject, which represents the 
angapore Government's 
rgest investment in China. 


MALAYSIA 
Labuan debut 


Mitsubishi Bank on 30 
November opened the first 
Japanese branch in the 
offshore tax haven on Labuan 
Island. Hongkong & Shanghai 
Banking Corp. and Britain's 
Standard Chartered Bank have 
also set up branches on 
Labuan, where five Malaysian 
banks also have subsidiaries. 











Bangladeshi textile workers attract overseas interest. 


londa bumped 
he US Motor Vehicle 
lanufacturers' Association on 
5 November asked the US 
rm of Honda Motor to resign. 
he group said it wishes to 
cus on the interests of 
merica's Big Three car 
akers (Ford, Chrysler and 
seneral Motors) and that it is 
usting Honda because "fair 
ade" creates a divide 
etween domestic and foreign 
ams. 


Exchange resignations 
Two board members of 
securities bodies resigned after 
lawmakers accused them of a 
conflict of interest. Kirkkiat 


Singapore and Malaysia are 
expected to set up shop in the 
58-hectare zone, 35 kilometres 
west of Dhaka. Development 
of the first half of the zone has 
cost US$20 million; a second, 
Jalichandra quit the Stock USS17 million phase will be 
Exchange of Thailand and lett completed within three years. 
Virabongsa Ramangkura the - — 


Securities and Exchange 
JAPAN 


Commission. Kirkkiat is 

resident of Bangkok Bank of - 

; : Bank profits drop 
The country's 11 major 


Commerce, which has been 
involved in a recent trading 
commercial banks posted à 
decline in pre-tax profits 


scandal. Virabongsa is a senior 
for the six months to 30 


adviser to the bank. 37' 

September, reflecting still 
depressed stock prices and 
rising bad debts. Seven 


portfolio-valuation losses. 


NEW ZEALAND 
Rural Bank sold 


Fletcher Challenge sold its 
subsidiary Rural Bank to 
National Bank of New 
Zealand for NZ$450 million 
(US$232 million). Chief 
executive Hugh Fletcher said 
the sale reduced Fletcher's 
debt-to-capitalisation ratio to 


56.7' b. 





AUSTRALIA 


Packer stalks Westpac 


INDIA 


Cellular-phone challenge 


Media magnate Kerry Packer 
bought a 10% stake in 
Westpac Banking Corp., 
making him the second-largest 
shareholder. The stake, 


leading trust banks also saw a 
27% fall in pre-tax earnings for 
the same period. By agreement 
with the Finance Ministry, the 
trust banks' results excluded 


Indian Telecomp, jointly 
owned by India's Dalmia 
group and Telikom Malaysia, 
began a court action to 
overturn the government's 
award of eight provisional 


. — 2 . ^ 
believed to have cost A$500 | indicators f cellular-phone licences. Final 


million (US$343 million), was 2 licensing is being held up by 





SOUTH KOREA 


.and ownership 


foreign firms engaged in hi- 
ech services or insurance 


»ecame eligible to own 


operty from 1 December. 
"he new rule — part of a pact 


vith the US aimed 


at 


iberalising trade and 


nvestment — will extend to 


purchased through Packer's 
Consolidated Press Holdings 
unit. His raid fuelled 
speculation that radical 
changes at Westpac are 
imminent and that Packer will 
seek two board seats. 


BANGLADESH 


Export zone 
Dhaka Export Processing Zone 


Power rates for commercial = the action. Telecomp claims 


users, July 1992 
“4 cents/kWh 


12- 


10- 





Communications Minister 
Rajesh Pilot bypassed normal 
procedures. 





Deposit reserves to fall 
The reserve requirement on 
bank deposits will be lowered 
from 25% to 22% by mid-1993, 
central-bank governor Jose 


computer consultancies, (DEPZ) will open by January, a S Cuisia said on 27 November. 
. " * r s , T - ‘ 
latabase firms and software- DEPZ source said. About 10 FW The cut will release an 


ervice companies. Previously, 
mly selected banks, hotels and 
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firms from Japan, Hongkong, 
South Korea, Australia, 


FAR 


‘China Light & Power 
Source: China Light & Power 


EASTERN ECONOMIC REVIEW 


estimated P9 billion (US$364 
million) in loanable funds. 
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Economic indicators, selected Asian countries 
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omura Securities" d to buy | 
back US$336 million of devalued - 


bonds sold to retail. Clients three 
years ago is a tribute to its finan- 


| cial strength and to its willingness to go 
the extra mile to woo individual investors | 


back to the Tokyo market. 

| . But it is also a testament to just how 

| arrogantly Japan’s premier brokerage treat- 

| ed its bread-and-butter clients at the height 

(of. its powers. When Nomura executive 

| vice-president Yasuhiro Mizuuchi an- 

nounced the buy-back programme on 26 

November and bowed in contrition, he had 

t. a lot to be sorry about. 

- The two bonds were concocted by 
«| Nomura's corporate-finance department at 
=a time when the sky was still the limit for 
^| blue-chip US real estate and when breth- 

| ren such as Mitsui Real Estate Develop- 
ment and Mitsubishi Real Estate were 
rushing to buy Manhattan trophy proper- 
ties at inflated prices. Nomura of- 
fered to raise cheap money in Japan 
for MAP Investment, a partnership 
| of US developers Tishman, Speyer 
=> Land Tramell Crow, which owns an 
office tower near Rockefeller Cen- 
`.. tre, and for CME Ltd, an affiliate of 
= JMB Realty that owns Chicago's 
|. Mercantile Exchange. 

"i. MAP and CME must have been de- 

| lighted with Nomura's offer. The 
|. coupon on the bonds were in one instance, 

3%, and on the other 3.7% rising to 4.8%. 

1 Not bad for 10-year money, particularly 

| when the debt was subordinated to the 

[4 outstandings the two borrowers were pil- 

| ing up elsewhere. In the case of the CME 

deal, Nomura raised US$30 million out of 
in estimated US$500 million JMB had se- 
cured against the venerable Merc. 
-. Nomura no doubt thought it was on to 
1 something good. As sole underwriter of the 
|. bonds and arranger of their Luxembourg 
| listings, it pocketed fat fees on the deal. 
And the company correctly judged that it 
could place the bonds among retail clients 
who are used to paltry dividends on their 
shares and would probably be satisfied 
with a meagre coupon provided there were 
capital gains. 

Some 14,300 investors took the bait, 
though no prospectus was translated into 
| Japanese. No mention was made of the 
.| possibility of capital loss, nor were the 
= salesmen told what “subordinated” could 
mean if any of the issuers hit the wall. 
| Alas, as US real-estate markets tumbled, 
| so, too, did the bonds. Before the Nomura 
_ offer, they were trading at a discount of 24- 






























40% below par, bringing about grumbles = 


from the investors who wanted to cash out. 


Further, JMB Realty announced on 11 


November that it would seek a restructur- 


ing of its Merc-secured debt, leaving the 


Nomura bondholders at the end of the ne- - 


gotiating queue. Although MAP has not ap- 
proached its creditors, the constituent 


members of the partnership have occasion- 


ally had financing their own problems. - 
Rather than face a storm of bad public- 
ity, Nomura decided the best defence 
would be a strong offence. It will cost the 
company up to Y23 billion (US$185 million) 
to buy back the outstanding bonds at par 
and to compensate those investors who 
cashed out previously for their losses. 
Nomura officials say the bonds will be 
marked to market and the losses will be 
compensated for by the sale of fixed assets. 
The exercise will leave Nomura's net in- 
come forecast for the fiscal year ending on 


The long slide 





76 ae 


31 March at zero. 

While this incident might not be the 
only time that a Japanese broker compen- 
sates wronged retail clients, it is not ex- 
pected to be the thin edge of the wedge 
either. Retail investors in Japan have no tra- 
dition of litigiousness. And analysts say the 
one other obvious area where the Big Four 
brokerages are vulnerable — country funds 
that have plummeted in value — prospec- 
tuses were at least made available. 

What is notable about Nomura’s short- 
term sacrifice is the extent to which the 
company believes it must still take extra- 
ordinary action to regain the trust of indi- 
vidual clients. Chances are, however, that 
only time will solve the problem. 

u Jonathan Friedland 


As the Stock dange of Hongkong s in- 
dex plunged 308 points on 1 December, 
many investors hurriedly made their way 
to China Development Finance's office in 
the Bank of China tower. Their aim: to sub- 
scribe to a HK$446 million (US$57.6 mil- 
lion) initial-public offering of Guangzhou 
Investment, the local property arm of Can- 


ton, the capital of Guangdong: province, 











one day before its expiration. The rush 


the flotation's lead underwriter illustrat 


the increasing complexity of China's i 
volvement in Hongkong. 
Even though the Hongkong stockma 


` ket has been rocked by news that Pekii 
after 1997 does not plan to honour co 
tracts signed by the colonial governme 


that it has not approved, money fro 
China continues to pour into the a 
Interests from China also continue to se 
capital from it. The mixed message mea 
that the stockmarket's ups and downs w 
not abate soon. 

The point that China values sovereign 
of Hongkong more than its investments 
the colony is one that the enclave's re 
dents grasp clearly. "China will negotie 
endlessly and compromise on all sorts 
trade and economic issues," says John Mi 
cahy, regional research director of Peregri 
Brokerage in Hongkong. "But as soon 
the issue is politics or political i 
form or sovereignty, it's different.’ 

Nor is Peking’s confrontatior 
style with London a surprise. ^ Thi 
stance was well signalled in the ` 
cal press," observes Steven Brown 
Asia Equity in Hongkong. 

Also, investors from China we 
widely believed to be sellers on t 
Stock Exchange of Hongkong 
mid-November, when the Ha: 


SAW TST AVES 


Sang Index first plunged in response to t 


Peking-London rift. In the first week of L 
cember, these investors were also hea 
sellers in the futures market. - 

Despite the disinvestment on the p 
of interests from China, both to prot 
their financial interests and to underscc 
the political message, they are still expar 
ing their overall stake in Hongkong. I 
only difference between their current pc 
tion on the colony and the one they hi 
before the recent political dispute, acco 
ing to one broker, "is that Guangzhou 
vestments will be 50 times oversubscrit 


| rather than 100 times." 


Guangzhou Investment is first a Chi: 
property play and second a Hongkoi 
property play. The company has the b 
efit of inside knowledge about the cit 
real-estate market as well as access to la 
at cheap prices. That makes its offering 
tractive to investors in Hongkong. 

What makes the flotation attractive 
officials in Canton is that it offers a way 
them to shelter the company's income fr 
Peking. It also provides a way to exchai 
renminbi into hard currency and send i 
a safe haveni in ri dd ‘m Henny Sen 
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and accurate. The Review Index 
enables rapid access to the most 
. respected Asia-Pacific information 
. source: The Far Eastern Economic 
Review, Everything published 
during the preceding quarter, by 
country, subject and. date is 
detailed in the Review Index. 


Ta essential research tool is also available as a cumulative annual 
edition. End hours of needless searching. Sub- | 

- scribe now and receive your Review Index four 
. times per year, including the cumulative annual at 
.. US$59 per annum, or the cumulative annual alone 
for US$43 per annum. 
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Take a Master's degree in Business Admin- 
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the word, Also Bachelors, Masters and 
Doctorate programmes in Computer. Sci- 
ance, Economics, Education, Engineering, 
international Law, Languages, Sciences, etc, 


Knightsbridge University, Dept. FERS, 


orotite Gad require no skill. | 
p Prints business cards. letferheads. labels. envelopes, invitation 
| cords, Flyers, reports. business forms, etc. in choice of 9 
; Colours within the hour bos 
L Available in iod Chinese, Japanese, Korean, Arabiciete: d 


03 Mz 56260 







eD piler $STA/I223. 3100 Fetal ing duy. NM oleysie, D 
FAX © O3* 7572198 Poo 





d Business _ : « e] 


Unique Business Opportunity | 


French bank in Paris which | 
owns luxurious hotels: French | 
Invites | 
private investors to share in]. 


Riviera, Paris etc... 


future profits. Meetings will 





Stefansgade 18, 2200 









; | Quanterly Editions Plus. de cum ilative Annual Editio 
ME ids TA 89. Yn cea oo ) 8899. one 5 


Standard Units: 


for China traders 

Just Released 

CHINA | 
FAX & TELEX 


China Fax & Telex Directory is a 
vital communications tool for all 
China traders. Compiled from our 
own database, it provides the most 
comprehensive listing of up-to-date 
and accurate telex and fax numbers 
of all the significant organizations 
in China. Indexed in four ways, 
you'll find it easier and more 
convenient to use: 


| 
IRECTORY 


1. Alphabetically listed 
2. Industries Geographically 


listed 
3. Numerically listed — Fax 





ow you can have the China 4. Numerically listed — Telex 
Fax and Telex Directory, 

the only directory of its kind 

, available i in ithe market. 
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be held in several Asian coun- - 
tries in December. 
Pel: 33/1. 47.66. 75. 23 -Fax ]- 
/33/1.47.66. 75. IS (FRANCE) |. 
or Tel: 1/813. 593. 99, 9004o 
Fax: 1/813. 593. 99, 91 (USA) 
or Call Mr. T. Bouveret c/o 
HOTEL MANDARIN, HK Des: 
2-8. 
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Order your copies now 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 

Fax: 838 7753 Tel: 832 8300 
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Telex Directory 1993 as indicated: 
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ithout much fanfaré, Chinese 
scientists are closing in on a 
breakthrough as potentially 
i revolutionary as cold fusion: 
| a low-cost method of converting water into 





uM hydrogen. 


. | the element neodymium, one of the so- 
- | called rare earths. Its developers claim it 
`= | requires only sunlight to trigger the reac- 
| tion, (A catalyst is a compound that assists 
in à chemical reaction but reverts to its 
| original form at the end of the process.) 

|. “If this is for real," says a Western trade 


ter international energy economics. Water 
| and sunlight are free. The only priced in- 
| put is rare earth — and China is sitting on 
| 80% of the world's supply. That 


M 








| could turn Peking into a 'one- a] 
| country Opec’ overnight." EEPE 
|. Such alarms might be pre- 4 ™ 
j dcom- ti Bel 
mature, chemists warn, and com Li | Be 





| mercial applicability may still be 
| a long way off. The results of the 
development technique being 
;| used have not even been pub- 
| lished, much less independently 
|| verified. A similar solar-powered, 
- | water-splitting catalyst based on 
| the element ruthenium created a 
stir in international scientific circles in the 
| 1980s, but never became anything beyond 
"pa laboratory curiosity. 
^e So far, the only public mention in China 
Us of the latest attempt at a breakthrough was 
a one-paragraph newspaper article, The 
_ i Scientists in charge confirm that research is 
| under way, but say they cannot give de- 
| tails for fear of losing their advantage to 
international competitors. 
| Nevertheless, China is making: con- 
| certed efforts to realise its monopoly po- 
| tential in rare earths. National programmes 
| are being mounted to devise applications 
for the mysterious metals. The State Coun- 
| cil (China's cabinet) has a Rare Earth Lead- 
| ing Group, while laboratory work occupies 
| a high-powered research team at the pres- 
| tigious Peking University under distin- 
+| guished chemist Lin Bingxiong. 
| The water-splitting catalyst is only the 
| latest — and by far the most intriguing — 
result. Already, rare earths figure in a vari- 
| ety of products, from paint-drying agents 
* | to lasers and superconductors. China has 
: E rii rare earth-based catalysts to 
* clean up car exhausts and petroleum 
| | cracker emissions. Büt the absolute indis- 
' pensability of rare earth i in any single tech- 
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| a virtually Eo source of combustible . $i 


The technique 1 uses a à catalyst based. on 


- | attache in Peking, "it could profoundly al- 
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nology has yet 4 to be established. a 
The race is on to do so. uum firms 


Hk. 


are snapping up “pre-emptive” patents in 








every proi avenue of rare earth re- 

search, says Liu Yingjun of Peking Univer- 

sity's In: te of Applied. Chemistr y. He. 
-< says they ] hope to counter Ct utis near. 





monopoly with monopsony (dominant 


buyer power of their own. "The Japanese 


are too predatory,” Liu says. — 
Despite their name, the minerals are in 
fact not all that. rare. China alone has an 
estimated 30 million tonnes of reserves, a 
supply comparable to world stocks of more 
familiar commercial metals. us 
What makes rare earths so muchii more i 
glamorous, from a research standpoint, is 
that they comprise not one but 15 different 
elements. Their chemical bonding and elec- 
tronic properties are very similar, but dif- 
fer by just enough to make 
them ideal for crafting “de- 
signer" compounds like su- 
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Periodic table: special place for rare earths 


perconductors and catalysts. 

The lanthanide series (as the rare earths 
are scientifically known) includes 15 dis- 
tinct metals. Their atomic numbers, reflect- 
ing the number of protons in their nucleii, 
run from 57 to 71. Anomalously, however, 
all 15 or them occupy a single box on the 
periodic table. 

That means their outer shells all contain 
the same number of electrons — three. 
Outer-shell electrons in any atom. are the 
ones most readily available for ansfer to 
and from other atoms in chemical reac- 
tions. Because each of the elements in a 
given column of the periodic table has the 
same number of outer-shell electrons, they 
all have similar chemical properties. 

Elements with successive atomic num- 
bers normally fall into successive columns 
of the table. That is because each incremen- 
tal proton in the nucleus is accompanied 
by an additional electron, which ordinarily 
falls into the outer shell. 

But with the lanthanides, the incremen- 
tal electron is added to an inner shell of the 
atom instead, leaving the number of outer- 
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Shell electrons unchanged. The mass of th 
atom does change, however, and therefor 







so does the -of energy required t 
uter-shell electron. 
can bond more à 
explains Dian. 
Sedney, à chemist at the George Washing 
ton University in the US. They can als 
perform similar electron transfers, but at 
slightly different energy "cost." By mixin; 
and matching them with each other ane 
with other metals, researchers can "fit" th: 
electrical potential of their compounds t 
the particular reactions they are trying t« 
catalyse. 

The water-splitting reaction would of 
fer a prime example, says Sedney, who wai 
active in the earlier ruthenium research 
The object is to separate the positivel* 
charged hydrogen end of the 
water molecule from the nega: 
tively charged oxygen, and thes 
add.or subtract electrons from 
the resulting ions until they are 
once more electrically neutral. 

Most novice chemistry stu. 
dents remember performing 
this stunt by passing an elec 
trical current between tw 
electrodes immersed in a beake: 
of water. The problem wit 
electrolysis as a commercial en: 
ergy source, though, is that i: 
uses up far more energy than i 
releases in the form of combus: 
tible hydrogen. 

But by juxtaposing a catalyst and rea: 


All 15 lanthan 





No. | iw | 


 gents with just the right balance of elec: 


trical potentials to set in train a series of 
"spontaneous" electron transfers, the reac: 
tion can be performed without any 
exogenous energy other than sunlight. to 
trigger the initial electron transfers. ^ 

As to just how they do this with their 
neodymium-based catalyst, the Chinese 
researchers remain tight-lipped. They are 
slightly more forthcoming about their other 
recent product. This is described as a 

"perovskite-type rare earth complex oxide 
combustion catalyst,” and is designed to 
promote more complete combustion in the 
petroleum-cracking process. 

Liu proudly cites figures showing that 
the rare earth catalysts work better and last 
longer than traditional petroleum-cracker 
catalysts based on such metals as platinum. 
They also cost less — at least for now. 


Maybe that will change when rare earth 


achieves its higher calling and China 
starts pulling in profits from its near- 
| B Lincoln Kaye 
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NONSTOP CHARM ACROSS THE PACIFIC 

While spreading its charm around the Pacific, Asiana is now spreading its wings to two 

new destinations in the U.S.: Seoul to SF. from Dec. 9th, Seoul to NY. from Dec. 10th. 
Wherever you fly with Asiana, you'll be charmed by Asiana people who are 

dedicated to seeing that you arrive with an Asiana smile of satisfaction. 


Asiana Airlines: charming wings waiting for you. 
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* For Reservations: 
SEOUL: 82-2-774-4000 TOKYO: 81-3-5472-6400 HONG KONG: 852-523-8585 TAIPEI: 886-2-508-1114 BANGKOK: 66-2-260-7700 
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well h i performed in bringing 

newly a created. wealth to its peoples - 

-as well as to its partt 

- terms such as “the Taiwanese miracle” 
or the “Hongkong example” 
: graduated into cliche. 








But the region's dazzling conn 


achievements. should not eclipse ad- 


vances on the political side. The ques- 
-tion is no longer whether you can have 
economic liberalisation without political : 
liberalisation; you. can, at least in the - 
short term. The question is whether you: 
can have political liberalisation without 
first opening up your economy. In gen- 
eral, Asia vindicates the argument that - 


~ those countries that have put free mar- 


-kets first have tended ultimately to do | 
better — even in terms of political liber- 
alisation — than countries that empha- : 


sise politics alone. 


< This year saw Taiwan and South 
Korea confirm their steady march to- 
-wards representative government with - 
elections of historic proportions. Eco- _ 
‘nomic advances brought a palpable self- - 
2 confidence. that included lowering bar- 
am tiers to amy Ad minority t dida is 
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Yers in trade — that | 


have 






already « enjoy .econon 


-Totalitarians have always | understoc 
.that control over a person's livelihooc 
- drastically reduces all his other options 
In contrast, markets are based on allow- - 
-ing each individual to provide for him- 
. self under the rule of law. Markets am, 
: by conseqt s 
is no surprise that the chief legal char- __ 
acteristic of societies with the freedom _ 
to compete is the contract: a freely made __ 


uence, inherently civilising. I 


















and binding obligation. between | people v 


for mutual advantage. - 


An practice, moreover, free. mikes ; 


: further pave the way for self-govern- pe 
ment by giving people a stake in the 
community — as well as the general — 

- good judgment that comes from exer- - 

“csing responsibility. Those who have . 

: first proved themselves capable of run- 


ning their own lives enter the. political : 


58 arena much better equipped to elect 
those most capable of running the coun- > 
try. And over the long term, whether in | 
Thailand or in China, continued eco- 
| nomic growth will come to depend on | 


teach the eect of the world as v 
to learn. TAE US 





LETTERS 


Too many questions unanswered 

The KAL 007 case closed? No way! I note 
that your source for that claim [EDITORIAL, 
12 Nov.] is entirely the Soviet military 
and Soviet politicians — hardly reliable 
sources. 

Any explanation for the KAL 007 disas- 
ter must logically and reasonably answer 
questions, such as: Why was the aircraft 
off-course right from the moment it left 
Anchorage? Why was the course not cor- 
rected — on the plane, or from Anchorage 
Control, or from the US radar stations the 
plane practically flew right over? Why 
were there anomalies in the fuel loaded? 
Why were there false radio reports 
throughout the flight? What was the role 
played by the other Korean plane, KAL 
015? Could a civilian plane flying at 30,000 
feet cross Kamchatcka peninsula for 25 
minutes without anyone on board realis- 
ing they were not over the expected ocean? 
Could a civilian plane evade (without even 
trying to) the Soviet defences? What role 
was played by US air and ship radar sta- 
tions in the region? 

But most attention has to be paid to 
whatever happened in the Sea of Japan. 
Claims that the Soviets recovered the black 
box (with divers!) are too hard to accept, 
and now they claim to have dismantled it, 
so the only evidence of recovery is verbal 
— hardly convincing. KAL 007 case 
closed? No way! Until real evidence is re- 
leased, the tion will continue. 
Stratford, New Zealand JOHN ORMOND 


Population, not discipline 

In regard to the advice from Lee Kuan Yew 
to Filipinos on how to run the Philippines 
[THE 5TH COLUMN, 10 Dec.|: I doubt that 
even with Singapore's draconian Internal 
Security Act, Filipinos would be more dis- 
ciplined or there would be less corruption 
among the leadership elite. 

Filipinos love to party and to enjoy life, 
even if they have less in material things 
compared to other people. Yet they have 
also shown the capacity to work effectively 
and efficiently as shown by the track record 
of Filipino workers in North America, 
Europe and the Middle East. 

The problem in the Philippines to- 
day is. over-population. If the country’s 
present population were 30 million instead 
of 60 million, would be less over- 
crowding, less joblessness and conse- 
quently, a bigger share of the economic pie 
for each Filipino. 

In addition to doing some of the things 
that Lee suggested, the Philippine Govern- 
ment should promote knowledge and 


4 


16 Ta 


means of birth control, as has been done 
successfully by the Thai Government. 

Meanwhile, Filipinos will celebrate their 

“fiestas” and enjoy life as they have always 
done. They were already this way when 
Ferdinand Magellan landed on Cebu Is- 
land in 1521, and no amount of Singapore- 
style autocracy will make them change 
their ways. 
Granada Hills, California EUGENE CORAZO 
Lee Kuan Yew stirred up such a furore in 
the Philippines precisely because the truth 
hurts. 

Were it not for Filipinos voting with 
their feet in droves and legions more who 
harbour dreams of doing likewise, Filipino 
politicians would have lost even the fig- 
leaf of democracy they wear which affords 
them the luxury of endless debates as a 
cover for doing next to nothing. 

President Fidel Ramos owes it to the 
long-suffering Philippine masses to turn a 
deaf ear to vested interests using demo- 
cracy for their own ends and instead act 
courageously to serve ordinary Filipinos. 
Time is running out to allow him to cite 
the need for keeping with democratic 
forms and niceties as an excuse for inac- 
tion. His leadership ought to be precisely 
in the Lee mould — benign but ruthlessly 
authoritarian if need be. 
Kuching, Sarawak 


JOHN TEO 


Military link 

Given president- 
elect Clinton's aver- 
sion to things 
vaguely military, 
perhaps his minders 
should be aware of 
the fact that occa- 
sionally he appears 
in public wearing a 
necktie in the col- 
ours of the British 
Royal Air Force [19 
Nov.]. 

Was he, perhaps, 
an honorary mem- 
ber of the Oxford 
University Air ^ 
Squadron? ro: 


eL . : 
Sydney E x s c. MICHAEL HAMBLEY 





Release N 

The article; by Suhaini AZham [Guerilla 
end game, 3 Dec.] on the capture by the 
Indonesian armed forces of the East-Timor- 
ese resistance movement leader Xanana 
Gusmao, bears some gorrection. P 
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EDITOR 


To describe Xanana and the East Timor- 
ese independence movement as "se 
tist” is to concede to Indonesia what the 
UN has not recognised, namely the politi- 
cal incorporation of East Timor by Indone- 
sia. It is not just a question of one man's 
freedom fighter being another's enemy, il 
is a fact of international law that Portugal 
is deemed by the UN to be the administer- 
ing power in East Timor. 

The pressing question now on the parl 
of the international community is to secure 
the release of all East Timorese prisoners of 
war and, in the case of Xanana, to facilitate 
his unconditional release and passage to 
New York to attend the upcoming UN- 
sponsored dialogue on East Timor as le- 
gitimate representative of the Timorese 


people. 
Hongkong GEOFFREY C. GUNN 
"With extraordinary measures one cer- 
tainly achieves a silencing of the movement 
for a time, but the spirit of resistance which 
it stimulates survives such government 
action and creates a new organisation." 
These words, written by a senior Dutch 
official in 1930 in the aftermath ol 
Sukarno's arrest by the Dutch colonial au- 
thorities, are appropriate today when one 
contemplates the situation in East Timor 
following Xanana Gusmao's capture by the 
Indonesian occupation forces near Dili last 
month. 

Contrary to the speculation of your re- 
cent article, it seems unlikely that Xanana's 
arrest will mark the end of the East Timor- 
ese struggle against Indonesia, or the ces- 
sation of guerilla resistance. 

After 17 years of bloodshed, which has 
witnessed the death of perhaps as many as 
200,000 East Timorese (a quarter of the pre- 
1975 population), the will of the East 
Timorese people remains unbowed. As 
Bishop Belo recently pointed out, the arrest 
of one man, however prominent, has not 
changed the need for a referendum on the 
future of the territory. 

If Jakarta ignores this call and continues 
with its policy of repression, it will face the 
nemesis of all colonial regimes, the destruc- 
tion of empire and the triumph of popular 


nationalism. PETER CAREY 
Oxford, England Oxford University 
Wayward adverbs 


I was somewhat surprised to see what ] 
can only assume was an editorial glitch in 
your handling of Martin Lee's THE 5TH 
COLUMN [26 Nov.] Of course, Lee (and you) 
may not consider it so. Nevertheless, Lee 
has consistently inserted the word "fully" 
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before "elected" whenever he discusses the 
Joint Declaration's section on the selection 
of a legislative council for Hongkong, and 
then equates that with "democratically 
elected." 

The Joint Declaration says only that the 
_ legislative "shall be constituted by elec- 
tions.” The word "fully" and "democrati- 
cally" never appear, and this was no acci- 
dent. 

One can share his wish that these words 
had been used, but all that both sides 
agreed to was that there should be some 
kind of elections to a legislature. This was 
a major issue in the debate over the lan- 
guage of the Basic Law which makes ex- 
plicit the differences in opinion which were 
unresolved. 

It uses the Joint Declaration language to 
say first that the legislature "shall be con- 
stituted by election"; it then makes clear 
this will not be a fully democratic process 
by noting it is only the "ultimate aim" that 
such elections will be "by universal suf- 
frage,” clearly Lee's aim. 

Governor Patten, like Lee, would like to 
finesse this difference and do it unilater- 
ally. He may succeed, or not. But it is no 
surprise the Chinese do not share his inter- 


pretation of what was agreed. 
PAUL KREISBERG 
Honolulu 


East- West Centre 

















Involuntary exile 

The case of Bishop Nguyen Van Thuan 
[INTELLIGENCE, 12 Nov.] is much more than 
that of a simple priest. He was effectively 
arrested in 1975 because of his family links 
with Ngo Dinh Diem and his belonging to 
a major Mandarin family of the Vietnam- 
ese empire. He was placed in re-education 
camps for 13 years, until 1988 when he was 
put under house arrest at Hanoi's archbish- 
op’s house. 

His health was precarious, and he had 
to be operated twice at the end of 1989. He 
was then allowed to leave Hanoi to go for 
a medical check-up in Europe in March 
1990. 

He returned to Hanoi to live under the 
same conditions until the beginning of this 
year when he was again allowed to leave 
and go to Rome to facilitate negotiations 
between the Vatican and Vietnam. He was 
thinking of going back before summer, but 
was not allowed to. He did not choose ex- 
ile at all but is prevented from going back, 
which is quite different. He is ready to go 
back to Hanoi and live in the same condi- 
tions as before. MICHEL ROY 
Paris Secours Catholique 








Letters intended for publication should include 
the writer's name and address. All letters are 
subject to editing for length. 
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Home Maid 


An immaculately made bed. 
Freshly laundered clothes. 
A spick and span room. 
Everything wiped, dusted 
and vacuumed. Ah, 
the comforts of home. 
Without you ever having to 
lift a finger. The Equatorial. 
A definite home advantage. 
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Welcome home ^ > 
\ Jalan Sylt l « il, 50250 Kuala Lumpur, Malaysia. Tel 603% 1 A111 
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| ih those Joep Some of the 
- REVIEW's distinguished readers were 
asked to choose their favourite books 


- Hamish McDonald and chief 
- correspondent Rodney Tasker look at 
_ two Asian politicians who | 
: successfully made the transition from 
— film star to politics. International 
- ... finance editor Anthony Rowley, i in the 
first of twice-yearly reports, reviews 
the prospects for Asian economies. 
This is followed by forecasts from the 
- «-— Review's new Panel of Economists 
|. chosen from 14 countries. . 
“ce For Asia, it was for richer, for 
freer 28 
(5 How Asia's cartoonists saw the 
|j. year 36 
(00 Our favourite books 40 
- v Double features 46 
- 5. Real-life drama 48 
.. Asia above the gloom 52 
.. Region expects boost from US 
vs recovery 54 
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semiconductors drop to single —— 
percentage points or be eliminated 







Ei “Bharatiya Janata Party, whose al ied 
-organisations were at the forefront 
- ofthe destruction of the Ayodhya — 
| mosque. 8 


of the year. New Delhi correspondent | 


Couer atest by Ricky Hui. 
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Diplomacy : ‘Russia-China 

Russian President Yeltsin’s visit 
to Peking formalises a sharp 
improvement in relations between 


, me two 10 


CANS 


Sweep it up and maybe it will go away (18). 


altogether. Samsung holds roughly 25- 
30% of the US market. The accord may 
be modelled on the US-Japanese 
semiconductor pact, a managed-trade 
agreement. 


Buck for Bang 

Hanoi, anticipating that Washington will 
soon ease its embargo against Vietnam 
and take further steps to normalise 
diplomatic relations, has named Le 
Bang, one of the country’s most dynamic 
diplomats, as ambassador to the UN. 
Bang has headed the Americas. 
Department in the Foreign Ministry in 
recent years at a time when Hanoi has 
stepped up its efforts to resolve the 
problem à of some 1,700 US servicemen 
still missing since the Vietnam War 
ended in 1975. Hanoi hopes Bang will 
soon be able to move to aces to 
set up communist Vietnam’ S first : 
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ENT normalisation of bilateral | 
relations 10. | 


. Cambodia : Human Rights | E 
-A growing number of politically .. 
motivated attacks on activists and - 





RN ECONOMIC: QREVIEW. s 


————————— 


contracts with Vienam pending 





officials prompts the UN to try and 
engender a greater respect for human 
rights in the country Y 11 


indonesia : ‘Religion — 
A series of attacks on ee in East 
Java raises the spectre of tension 


diplomatic mission in the capital of its 
former adversary. 


Bridal Sweetener 

The “model village” of China’s crypto- 
capitalist 1990s, Daqiuzhuang near the 
northern port of Tianjin, will send 100 
local students abroad with express 
instructions to attract foreign brides as 
an investment-garnering ploy. Village 
headman Yu Zuomin announced that 
"anyone who snags a foreign bride will 
get a bounty; if you bag a big bossman’s 
daughter, you'll get a big bounty." 
Daqiuzhuang, which has eschewed the 
“household responsibility system” in 
favour of continued collective 
ownership, provides villagers with an 
average annual per capita income of 
Rmb 20,000 (US$3,460) — a huge sum _ 
by Chinese standards. Its prosperity is 
based on its 256 sub-assembly factories, - 
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battle t ha reduce the” 
e country’ S hereditary | 













S ises his break with the once- 
vi ful Takeshita faction 18 


apan : Political Parties — 


launches plans for a new political: 
movement 19 


_ Defence : Russian Arms 

. With Malaysia said to be on the verge 
. Ofsigning a deal for Russian MiG 

_ fighters, Moscow is now poised to sell 


C its weapons to other Asean members 20 


. Japan : Media =... 
. While Japan’ s. print media feel the 


_ impact of recession, sports tabloids with- 


- . colourful headlines and a generous dose 
. of scandal are rapidly} increasing their 
v readership 21 


. Philippines : Ramos' Honeymoon | 
. After six months in power, President 

. Ramos’ administration has yet to 
put a defining mark on the country. 

< While his supporters argue Ramos is 


largely staffed with low-paid migrant 
labour, 
Thai Tirade 
Chinese officials were taken aback at a 
- recent meeting between Thai and 
Chinese foreign policy specialists in 
Peking when the Thais accused China 
of not living up to its pledge of 
opposing UN sanctions. The Thai 
accusation followed China's decision to 
abstain during the UN Security 
Council's vote to impose a trade 
embargo on Cambodia's Khmer Rouge 
faction. Chinese officials explained that 
to have vetoed the resolution would 
have identified China as the only ally of 
the Khmer Rouge, something Peking 
wished to avoid. 


Press into Service 


Hanoi has decided to invite foreign 
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past the year 2000. 60 


Japan : Finance - 

Chiyoda Life's lawsuit against a 
businessman sheds light on the cavalier 
lending practices of insurance firms in 


| the 1980s 64 
-Japan : Industry.. 


Sales of video games are booming 


worldwide, and Nintendo and Sega are. 


locked in à battle for dominance of the 
market 66 

Pirates ahoy 68 

Here come the Titans 70 

True believers 71 

China : Investments 

Fuelled by continuing reforms, foreign - 
investment i 1S surging 72 


journalists to visit the disputed Spratly 
chi in the South China Sea early 
next year. This is one of several 
measures outlined in a communist party 
position paper on the Spratlys circulated 
among senior officials in late November 
as Chinese Premier Li Peng was arriving 
in Vietnam for the first high-level 
Chinese visit in 21 years. Officials in 
Hanoi apparently believe that a visit by 
foreign journalists would strengthen 
support for Vietnam, which has faced 
several recent Chinese territorial 
advances in the South China Sea. 


Patient Diplomacy 

Concerned about Prince Norodom 
Sihanouk’s recent bout of health 
problems, French President Francois 
Mitterrand offered to send an aircraft to 
fly the Cambodian prince from Peking 
to Paris for medical treatment. 
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appears on 31 December., Happy holidays 


Diplomatic sources say Sihanouk o 
politely turned down the offer. Apart ^. 
from being treated by Chinese doctors ` 

for over two decades, Sihanouk : 
apparently feels that as Chinese 
medicine has kept the country's 










worse than French medicine. 


Preparing the Ground. 


Thailand's King Bhumibol Adulyad 3j 
was aware that Rangoon would agr 
withdraw its troops from a disputed 
on the Thai-Burmese border before h 
made a statement on 4 December 
for it to be declared a neutral zone a 
for a joint survey to be conducted of the : 
area. Official sources in Bangkok say 
Thai agents quietly checked with d 
Burmese authorities about the prospects _ 
of a bilateral agreement before the king «—. 
made his speech. 


Police patrol the Ayodhya site, while the politicians have their own confrontation. 
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Riot and recrimination 


Following the crisis sparked by the destruction of a mosque in Ayodhya, 
a political showdown between the ruling Congress and the Hindu 
opposition looms as New Delhi dismisses four state governments. 


By Hamish McDonald and Rita Manchanda 
in New Delhi and Sucheta Dalal in Bombay 


he destruction of the Ayodhya 
mosque by Hindu militants has 
precipitated a political showdown 
between the ruling Congress and 
the Hindu-nationalist Bharatiya Janata 
Party (BJP) that will be fought viciously 
over the coming months, and could lead to 
a snap general election sometime next year. 

On 15 December, Prime Minister P. V. 
Narasimha Rao dismissed three BJP-con- 
trolled state governments — in Madhya 
Pradesh, Rajasthan and Himachal Pradesh 
— charging that the constitutional machin- 
ery in those states had broken down. The 
BJP government in Uttar Pradesh state, 
where Ayodhya is located, had been dis- 
missed on the evening of 6 December after 
mobs had demolished the mosque. 

The sacking of the BJP regimes had been 
widely anticipated, as was the defiant BJP 
reaction, which claimed that the law-and- 
order situation in the BJP states was no 
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worse than those run by the Congress 
party. In a challenge to the prime minister, 
senior BJP leader A. B. Vajapayee said: “If 
he is so sure of his stand, let him dissolve 
the parliament and seek a fresh mandate. 
The Indian people will give a fitting re- 
ply.” 

When the time for the people's reply 
comes, the Congress will have to struggle 
for the hearts and minds of the Hindu ma- 
jority, especially in the northern and cen- 
tral states where the BJP already has nearly 
equal support. Who wins could decide 
what India will be: secular, technocratic 
and economically open as advocated by 
the Congress; or an India for the Hindus, 
with religious minorities kept in their place 
and foreigners restricted to a minor place 
in the economy. 

The prime minister will also have to 
cope with the prospect of an alienated 
Muslim minority being driven to militant 
fundamentalism. Although it became 
clearer in the week after 6 December that 
Narasimha Rao faced no immediate chal- 
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lenge from within Congress, his leadership 
was seriously weakened by the impression 
of indecisiveness he gave as mob fury 
swept nearly all corners of the country, tak- 
ing the death toll to over 1,200 within five 
days. 

Narasimha Rao's leadership will de- 
pend on whether the government succeeds 
in proving the legal culpability of eight BJP 
and other Hindu leaders arrested and 
charged with stirring religious hatred. 
Much also depends on whether he can 
carry through the two-year bans an- 
nounced on 10 December against three BJP- 
associated organisations, the Rashtriya 
Swayamsevak Sangh (Rss, National Volun- 
teer Corps), the Vishwa Hindu Parishad 
(vHP, World Hindu Council) and the 
Bajrang Dal (a youth group). 

Once the immediate crisis dies down 
the difficult task of the Congress leaders 
will be to redefine their political vision. The 
party now needs to make a fresh effort tc 
convince voters of the validity of its com 
mitment to secularism. By contrast, the BJi 
has been highly effective in spreading it: 
simplistic message of a glorious Hindu na 
tion. 

On the economic front, the ruling part 
has also failed to project a positive mes 
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sage of its reforms. In the past 16 months 
New Delhi has liberalised imports, lowered 
tariff barriers, improved the scope for for- 
eign investment, eased foreign-exchange 
controls and made the rupee partially con- 
vertible. It has also begun the process of 
privatising state-owned companies and 
making the rupee fully convertible in the 
medium term. Yet no real consensus has 
been built up for the cause of economic 
reform. 

While leftwingers and domestic vested 
interests have denounced the reforms 
themselves, reformists have complained 
that the pace of change has been too slow. 
And the government has been unable to 
seize the initiative in convincing the peo- 
ple of the rationale of reforms. 

Despite statements to the contrary, the 
politically beleaguered central government 
is unlikely to take any major steps to speed 
up economic reforms until the current 
communal crisis dies down. Bills to amend 
foreign-exchange regulations, institute 
structural changes to nationalised banks 
and delicense some industries were to be 
tabled in parliament this month. But they 
have had to be deferred, as the legislature 
was adjourned in the wake of the Ayodhya 
clashes. Most of these measures have al- 
ready been instituted administratively, but 
lack statutory sanction. 

The local stockmarkets, which had re- 
mained closed between 7-9 December be- 
cause of riots, reopened on 10 December 
and saw prices plummet across the board. 
The Bombay Stock Exchange Sensitive In- 
dex plunged 8.1%, or 219.63 points, from 
the 4 December, the last trading day before 
the Ayodhya incident, to 15 December, 
when the index closed at 2,477.27. 

Some 30 companies that had planned to 
raise about Rs 1 billion (US$38.7 million) 
through public issues since late November 
were the worst hit. Issues that already had 
been announced were held open for the 
maximum permissible period of 10 days, 
while others were postponed. 

Analysts expect foreign investors to 
adopt a wait-and-see attitude, holding off 
from any major commitments at least for 
the next few weeks. Nimesh Kampani, 
chairman of J. M. Financial and Investment 
Services, said: “The key factor will be the 
political situation; foreign investors place 
the greatest weight on political stability.” 
According to some local entrepreneurs ne- 
gotiating foreign tie-ups, it is unlikely that 
fresh investment will be forthcoming until 
April, even if all goes well on the political 
front. 

Before the rash of communal riots, New 
Delhi had cleared five Indian firms to float 
Euro issues and 20 others had plans in the 
pipeline. The finance director of one of 
these companies said: “Frankly, I see no 
possibility of going ahead with our issue 
until April. Foreign investors want to wait 
for the annual budget in late February to 
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ascertain that the reform process will con- 


tinue.” 

As if anticipating negative foreign reac- 
tion, Finance Minister Man Mohan Singh 
reiterated a few days after the Ayodhya 
clashes that the reform process will not 
flag. Later the Securities and Exchange 
Board of India gave the green light to eight 
foreign institutions for investing in India's 
secondary market. But analysts do not ex- 
pect foreign institutional funds to flood the 
local market for some time to come. 

To burnish its economic reforms and 
attract foreign capital, New Delhi will have 
to show progress on resolving the 
Ayodhya issue. Narasimha Rao has shown 
his willingness to seek the help of leftist, 
secular parties in opposing “communal 
forces,” a catch phrase for the BJP and its 
allies. But leftwingers are likely to demand 
concessions on economic reforms for po- 
litical support to the Congress. 

While the Congress mulls over its po- 
litical dilemma, the BJP has recovered 





Out of the rubble, political chaos. 


quickly from any embarrassment at hav- 
ing lost control of the crowds at Ayodhya 
on 6 December and at being put in defi- 
ance of Supreme Court orders protecting 
the mosque. Shows of contrition turned to 
aggressive pointing of the finger at other 
parties, and justification for the Hindu 
masses taking the law into their own 
hands. Retaliatory attacks on Hindu tem- 
ples by Muslim mobs in Pakistan lessened 
the BJP's guilty feelings. 

As he was taken in custody back from 
New Delhi to the Ayodhya district to be 
formally charged, BJP leader L. K. Advani 
stated: "Today when an old structure, 
which ceased to be a mosque over 50 years 
back, is pulled down by a group of people 
exasperated by the tardiness of the judicial 
process, and the obtuseness and myopia of 
the executive, they are reviled by the presi- 
dent, the vice-president and political par- 
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ties as betrayers of the nation, destroyers — 
of the constitution and what not." | 
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In contrast to Advani's defiance, | 
Narasimha Rao had to go on the defensive 
as he came under criticism for failure to 
take control of the situation both before - 
and after the 6 December incident. He has — 


been asked why New Delhi did not step in 


to head off trouble as some 200,000 Hindu — 
devotees converged on Ayodhya, and were — 


whipped into a frenzy by inflammatory 
rhetoric. 

“This is a country of crowds,” he told 
foreign reporters, denying responsibility 


for what occurred. "Simply because - 


crowds gather is not a reason for the cen- 


tral government to run and do what the © 
state government was supposed to do at- 


that moment." The prime minister said he 
had done all that could be done by making 
available 13,000 paramilitary troops, but 
the BjP-controlled Uttar Pradesh govern- 
ment had kept these forces in their.camps — 
outside Ayodhya. 

Dilatoriness has also been seen in the 
dismissal of the Uttar Pradesh government 
on 6 December. Although the attack began 
at 11:30 in the morning, Narasimha Rao 


did not assemble his cabinet until 6 p.m. 
and the dismissal was not announced until 
8 p.m. — by which time the mosque had — 


been levelled. Apparently concerned at 
government inaction, President S. D. | 


Sharma issued a statement at 5 p.m. that - | 
called on the government to restore order — 


at Ayodhya. 


Narasimha Rao failed to convince In- — 
dian newspaper editors, at a meeting on 9 — 
December, that he was in control of the — 
situation. "He came across as a prime min- . 


ister shaken, confused and bewildered," 
wrote Vinod Mehta of The Pioneer. He was 


convincing only in condemning the "utter . 


perfidy” of the Uttar Pradesh government, 

but not about measures to quell religious 

rioting and seize the political initiative. 
However, sending central forces into 


Ayodhya at any stage once large crowds © 


had gathered risked a bloodbath that 
would have provided the BJP with martyrs. 
One source with high connections in the 
RSS had earlier told the REVIEW that the Rss- 


vHP-Bajrang Dal combine aimed at getting — 


at least 100,000 devotees into Ayodhya by 
3 December in order to pre-empt central 
intervention. This they managed to do. It 
was not until crowds thinned after the 
mosque was razed that 800 paramilitary 
troops occupied the site, using tear gas and 
batons. 

Narasimha Rao has meanwhile left un- 
clear how he will keep the initiative. He 
has said New Delhi will rebuild the 
Ayodhya mosque. But under questioning, 
the prime minister has been unclear 
whether the temporary Ram temple built , 
by the Hindu crowd on the site will be" 
demolished. He said he was awaiting "a 
full report." a 
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DIPLOMACY 


Common 


interests 


. Yeltsin visit cements 
— Russian ties with China 


— MÀ 


By Lincoln Kaye in Peking 
p? new friendship with Mos- 





cow has so far depended on boom- 

ing cross-border trade and China's 
interest in buying Russian arms. Relations 
were likely to become even closer with the 
visit of President Boris Yeltsin to Peking, 
beginning 17 December. 

In addition to meeting China's heads of 
state, party and government, Yeltsin plan- 
ned to sign a score of documents covering 
everything from "basic principles" of Sino- 
Russian relations to details of scientific, 
commercial and cultural exchanges. 

On the eve of his arrival, negotiators 
scrambled to ready agreements on troop 
reductions along the 2,700-kilometre Sino- 
Russian border in time for signing during 
the state visit. While no specific new arms 
sales will be on the agenda, according to 
Russian ambassador Igor Rogachev, such 
"cooperation has been and will be an inte- 

| part of our relationship,” though he 
added that Moscow will “keep in mind our 
international obligations." 

He hinted that Russia could help up- 
date some of the 1950s vintage plants in 
China's military-industrial complex that 
had been donated before the Sino-Soviet 
split in the early 1960s. A compact on nu- 
clear power stations will also be among the 
documents to be signed. 

The trip can also help boost Yeltsin's 
domestic cachet as an international states- 
man as he gears up for a public referen- 
dum on his rule. At the same time, lest 
Yeltsin's Western backers accuse him of 
backsliding on reforms, the Peking trip 
serves as a reminder that Moscow has 
other economic and strategic options. 

Such a signal helps Peking as well, as it 
serves notice on the US and Europe that 
China can find ready partners in Russia to 
counter Western arms supplies to Taiwan. 
It also underscores China's great power 
status as a permanent UN Security Council 
member and a key player in Asia-Pacific 
trade and security 

But there is a limit to how much "face" 
Peking is willing to give the populist Rus- 
sian president, who has been denounced 
ein internal party meetings here as a “trai- 
“tor” to communism. Nevertheless, Roga- 
chev stressed that “although we have our 
differences with China” on questions like 


10 


human rights, ideology no longer domi- 
nates Peking-Moscow relations as it did 
during the Sino-Soviet split. 

Still, Yeltsin will not have an audience 
with patriarch Deng Xiaoping — a favour 
that was bestowed on former Soviet presi- 
dent Mikhail Gorbachov during his 1989 
visit to Peking. And the last day of Yeltsin's 
visit will be spent admiring the southern 
investment enclave of Shenzhen, near 


for such communist ‘little brothers’ as 
North Korea’s Kim Il Sung,” one Western 
diplomat caustically observed. 

Several of the 19 border crossing points 


between the two countries are already tout- — 


ing themselves as potential "Shenzhens of 
the North." However, as the number and 
infrastructure of the border posts are in- 
adequate for the burgeoning volume of 
goods and people passing between the two 
countries, more may be opened and con- 
sular functions reinforced in the wake of 
the Yeltsin visit. 

Trade volume between the two coun- 
tries soared to more than US$5 billion this 
year, surpassing the previous Sino-Soviet 
record, Rogachev estimated. Non-govern- 


Yeltsin looks to boost domestic image. 


mental border trade accounted for 60-80% 
of this volume, he added. Much of this 
trade is carried on by freelance pedlars, 
"business tourists" and "exchange stu- 
dents" from the two countries. 

Talks on border demarcation are much 
easier now that the contentious 2,300-kilo- 
metre western sector of the Sino-Soviet bor- 
der has become the newly independent 
Central Asian republics' problem. How- 
ever, one piece of Russian "territory" that 
Moscow's local legates fervently hope to 
keep non-negotiable is the massive em- 
bassy compound on a prime site in north- 
eastern Peking. A legacy of the "fraternal" 
1950s, it includes a club, sauna, shops, 
bathhouse, school, outdoor cinema, library, 
fishpond, tennis courts, assorted dormito- 
ries and two brand new 14-storey apart- 
ment blocks. a 
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‘The door 


inches open 


. US allows companies to 


Hongkong — a trip "commonly reserved - 


Start signing contracts 





By Susumu Awanohara in Washington 

n a small but significant move, the US 
] 42 on 14 December an- 
nounced it would allow US firms to 
sign contracts to be executed once the 17- 
year-old trade embargo against Vietnam is 
lifted. 

The White House also said the US 
would begin implementing a liberal licens- 
ing policy, allowing US companies to open 
offices in Vietnam, hire staff and carry out 
preliminary feasibility studies and techni- 
cal surveys. These steps were taken by 
President George Bush according to the US 

"roadmap" for normalising ties with Viet- 
nam, in reponse to Hanoi's recent efforts to 
help account for US personnel missing in 
action (MIA) from the Vietnam War. 

Sen. John Kerry, chairman of a Senate 
committee investigating MIAs, led a 10-day 
mission to Indochina last month and on 
his return to Washington urged Bush to 
reward Vietnam for its more forthcoming 
attitude on the issue. He and other com- 
mittee members said Vietnam had ex- 
tended extraordinary cooperation to them. 

Committee members who did not make 
the trip strongly opposed rewarding Viet- 
nam, insisting that Hanoi was still not co- 
operating fully. But Bush evidently agreed 
with Kerry. 

The US has been holding up Vietnam's 
access to funding from international finan- 
cial institutions such as the IMF, World 
Bank and Asian Development Bank. The 
first step toward granting Vietnam this ac- 
cess — helping it clear its arrears in the IMF 
— is in fact listed with the two steps just 
taken by Bush, and pressure on Washing- 
ton is mounting from IMF members to re- 
verse its policy. However, US businesses 
are up in arms against Hanoi obtaining 
abundant cash before they are able to com- 
pete in the Vietnamese market. 

The big question is whether Bush will 
effectively lift the trade embargo before his 
term ends on 20 January or leave it to his 
successor Bill Clinton to take the next ma- 
jor step. Hanoi hopes it will be Bush, not 
only because that would be sooner but 
because it is afraid Clinton may be more 
reluctant than Bush to offend the MIA 
lobby, particularly given allegations that 
he dodged the draft during the Vietnam 
War. * 
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Theatre of cruelty 


UN tries to protect human rights as abuses grow 


By Nayan Chanda in Phnom Penh 

n 10 December, International Hu- 

man Rights Day, the UN Transi- 

tional Authority in Cambodia 
(Untac) reported that its investigators had 
found the bodies of 10 men in two sepa- 
rate regions of the country. The victims’ 
hands had been tied behind their backs 
and they had apparently been either shot, 
stabbed or bludgeoned to death. That five 
of them were earlier reported to have been 
arrested by the Phnom Penh government 
raised strong suspicions over official in- 
volvement in their deaths. 

Such examples of rising political vio- 
lence in Cambodia, in addition to the re- 
fusal of the Khmer Rouge to comply with 
the terms of the Paris peace accords, has 
increased doubts over whether elections 
due to be held under the aegis of Untac 
next May can go ahead. 

The 10 men were victims of a steadily 
mounting wave of killings that have 
mainly involved ethnic Vietnamese and 
political activists. Although the UN con- 
cluded some of the murders were the work 
of the Khmer Rouge, other unexplained 
deaths, fatal “accidents” and grenade at- 
tacks on political party offices are believed 
by many observers to be the work of 
hardline elements in the Phnom Penh gov- 
ernment worried about losing the election. 

UN sources said that, compared to two 
probable political killings recorded in the 
five months since Untac arrived in April, 
eight violent incidents involving two 
deaths and scores of injuries were reported 
in November alone. With the exception of 
three attacks on members of the Khmer 
People’s National Liberation Front and its 
political wing, the Buddhist Liberal Demo- 
cratic Party, all the other attacks were di- 
rected against the Sihanoukist party known 
by its French acronym FUNCINPEC. 

Untac’s publicly expressed concern over 
the attacks and other incidents of political 
harassment, brought a sharp rejoinder 
from Prime Minister Hun Sen. The head of 
Untac, Yasushi Akashi, told the REVIEW 
that he received an indignant letter from 
Hun Sen that said Untac had to learn how 
to investigate “before pointing an accusing 
finger at the host party.” Akashi confirmed 
that unsubstantiated accusations had been 
made, but pointed out that the Phnom 
Penh administration had been slow to in- 
vestigate cases of alleged political attacks. 

When asked by the REVIEW about 
charges that his government was responsi- 
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ble for recent attacks on opposition party 
members, Hun Sen said: “I can tell you that 
it is not official policy or the acts of offi- 
cials. On the other hand our officials have 
been attacked and killed. “ 

He said that while some of the attacks 
on political and government officials were 
banditry, others may have been the work 
of Khmer Rouge provocateurs seeking to lay 
the blame on Phnom Penh. Other attacks 
on party offices, he added, were the result 
of “settling of accounts between rival fac- 
tions within the party.” 

Recent incidents involving opposition 
parties have eroded the goodwill Phnom 
Penh earned by releasing most of its politi- 
cal prisoners early this year and by allow- 
ing opposition parties access to territory 
under its control. 





Cambodia's new human rights activists Kem Sokha and Thun 


Dennis McNamara, head of the Untac's 
human rights component, said in an inter- 
view that “at the highest formal level, the 
State of Cambodia [soc] has declared full 
cooperation on human rights and issued 
directives to provinces to give their coop- 
eration. We are not denouncing the soc 
because we don’t know who did it, but 
they need to investigate. Law and order 
and security is their responsibility.” 

Until Untac arrived, the Phnom Penh 
government brushed aside questions of 
human and civil rights on the basis that by 
overthrowing the Khmer Rouge’s geno- 
cidal rule they had already ended the most 
serious human-rights violations. The gov- 
ernment also argued that other rights could 
only be granted when its fight against the 
Khmer Rouge and other opponents had 
ended. But with Untac mandated to estab- 
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lish respect for human rights and funda- 
mental freedoms in Cambodia, the Phnom 
Penh regime is being forced to concede 
rights to its opponents. 

Four Cambodian human-rights groups, 
emboldened — and indeed actively en- 
couraged — by Untac have been formed to 
educate the population on their basic 
rights. The danger involved in such activi- 
ties was evident to the founders of the 
Cambodian Human Rights Association, 
Thun Saray and Kay Matoury, who were 
jailed even before they could set up the 
organisation. They only launched the asso- 
ciation after Untac's arrival. Saray said that 
even now “our job is to train people and 
report violations. Investigation of the vio- | 
lations and confronting the government we 
leave . . . to Untac.” 

Kem Sokha of Human Rights Vigilance 
of Cambodia, which is also trying to edu- 
cate citizens about basic rights, pointed to 
the difficulty of the task. “Corruption and 
crime are rampant, and self-preservation 
at any cost is the most important social mo- 
tivation,” he said. 

Basil Fernando, who is in charge of in- 
vestigations at Untac’s human-rights com- 
ponent, highlights the 
: problem of inculcating 
2 rights awareness in a 
$ country traumatised by 
violence. “At the mo- 
ment, the judges of 
Cambodia are the po- 
lice.” 

Some UN officials 
privately admit that as 
long as Pol Pot and his 
associates — responsible 
for over a million deaths 
in Cambodia — remain 
unpunished, any at- 
tempt to promote hu- 
man rights will remain a 
largely futile exercise. 

This point was also 
raised by the New York- 
based Asia Watch group 
in its annual report on human-rights 
abuses. Asia Watch accused the UN of 
avoiding criticising human-rights abusers, 
namely the Khmer Rouge, in an effort “to 
paper over potential points of conflict” that 
could compromise next year's scheduled 
elections. 

Nevertheless, many Untac officials re- 
main keen to make a start on raising hu- 
man-rights awareness in Cambodia. As 
part of this process — and mingled with 
concerns that once Untac leaves, Cambo- 
dia may revert to its old ways — the UN is 
trying to give muscle to indigenous hu- 
man-rights groups. One result was an 
Untac-sponsored international human 
rights symposium held in Phnom Penh in 5 
late November that introduced interna- 
tional and regional human-rights organisa- 
tions to their Cambodian counterparts. @ 
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CHINA 


Sino-US meeting 


A Chinese delegation met US 
Vice-President Dan Quayle 
and other members of the 
outgoing Bush administration 
in Washington in mid- 
December for the highest level 
Sino-US meetings on science 

. and technology since the 1989 
Tiananmen massacre. Chinese 
government-controlled 
newspapers quoted US 
officials as saying the visit 
marked the end of bans on 
high-level contacts between 
the two countries. Commerce 
Secretary Barbara Franklin is 
due to arrive in Peking on 16 
December for a three-day visit, 
the first by a US cabinet-level 
official since a 1991 trip by 
former secretary of state James 
Baker. 


Quayle meets Chinese. 


— — 


AUSTRALIA 
Troops to Somalia 


Prime Minister Paul Keating 
announced on 15 December 
that 900 Australian troops 
would be sent to join the UN 
operation in Somalia. The 
soldiers, who will arrive in the 
war-ravaged East African 
country by 10 January and are 
due to remain there for just 
over four months, represent 
the largest Australian military 
commitment outside the 
, country since the Vietnam 
War. Defence Minister Robert 
Ray told the Senate that he 
hoped the troops, a reinforced 
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infantry battalion, would be 
used specifically to disarm 
Somali ^warlords" who have 
been preying on relief 
shipments. 





SINGAPORE 
Secrets' charges 

The editor of Singapore's 
leading business daily, two 
stockbrokers and a 
government official were 
charged under the Official 
Secrets Act in Singapore's 
courts on 9 December. The 
charges were the culmination 
of an investigation into the 
premature publication of 
second-quarter GDP data that 
began in August this year. 
Those charged were Patrick 
Daniel, editor of Business 
Times; Manu Bhaskaran, a 
director of economic research 
at Crosby Securities, a 
Hongkong-based stockbroking 
firm; Raymond Foo Jong 
Chen, an economist with the 
same firm; and Tharman 
Shanmugaratnam, a director of 
economic research at the 
Monetary Authority of 
Singapore, the country's 
central bank. All pleaded not 
guilty and were released on 
bail of S$5,000 (US$3,050) each. 
Their next court appearance 
will be in February. If 
convicted, they face a fine of 
5$2,000, or two years in jail, or 
both. 





INDONESIA 
Flores earthquake 


A massive earthquake and 
ensuing tidal waves killed 
almost 1,900 people on Flores 
and its surrounding islands in 
eastern Indonesia on 12 
December. The death toll is 
expected to rise sharply as 
relief workers reach the 
region's more remote islands. 
About 40% of the homes in the 
affected area were destroyed 
and entire villages 
overwhelmed by 25-metre 
high waves. The earthquake, 
measuring 6.8 points on the 
Richter scale, is the worst in 
recorded Indonesian history. 
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Sihanouk's new threat. 


CAMBODIA 
Sihanouk threatens UN 


Prince Norodom Sihanouk, 
chairman of the Supreme 
National Council that is 
intended to unite the 
country's warring factions 
ahead of elections due next 
May, threatened on 14 
December to stop working 
with the UN unless it 
prevented what he called 
"political terrorism." He 
accused unnamed "people 
with dark political 
motivations" of responsibility 
for a series of bombings and 
other attacks against his and 
former prime minister Son 
Sann's supporters. Sihanouk, 
who is in Peking, also said he 
was seriously ill and had 
nearly lost his eyesight. 
However, he announced he 
may be able to return to 
Phnom Penh in January. 


NORTH KOREA 


Prime minister replaced 


North Korea's President Kim 
Il Sung, in a move seen as 
providing fresh momentum 
for economic reform, 
dismissed Prime Minister Yon 
Hyong Muk and appointed 
his Moscow-trained relative 
Kang Song San to the post, 
the official Korean Central 
News Agency reported on 

11 December. Kang, 66, served 
as prime minister for two 
years until he was transferred 
to the Supreme People's 
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Assembly, North Korea's 
rubber stamp parliament. 
Yon has been demoted as 
party chief in Chagang 
province, reportedly for his 
failure to push through 
economic reforms, analysts in 
Seoul say. South Korean 
officials expect Kang's 
emergence to signal an 
increase in economic 
cooperation between the two 
countries. 


HONGKONG 
Poll backs Patten 


Public support for Governor 
Chris Patten's democracy 
proposals has increased 
slightly, according to a poll 
commissioned by the Soutli 
China Morning Post on 8 
December. The poll, based on 
questions to 954 respondents, 
showed a support rate of 
46.9% for Patten, up from 
42.4% in a similar poll 
conducted three weeks earlier. 
However, the ratio of those 
opposing reforms also 
increased since the previous 
poll — from 16.8% to 24.8%. 
The number of respondents 
who said they were neutral or 
undecided about the reforms 
fell sharply from 40.8% to 
28.3%. The poll was taken 
soon after China’s threat not to 
honour contracts signed by the 
Hongkong Government in the 
period up to 1997, which 
caused a sharp fall in stock 
prices. 
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Giving a new spark 
to electric energy. 





Meeting the growing demand 
for energy in congested metro- 
politan areas is more than a 
technical problem. It's also an 
environmental challenge. 
That's why we are continually 
working hard to provide safe, 
efficient energy solutions. We 
design and build gas-insulated 
high voltage switchgear to 
provide maximum safety while 
minimizing space require- 
ments. This is just one of 
many advanced technologies 
from AEG. 


AEG's areas of activity: 


Automation 
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Electrotechnical Systems 
and Components 
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Rail Systems 
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Domestic Appliances 
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Microelectronics 
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f president-elect Bill Clinton and some 
members of Congress have their way, 
Asians doing business in the US will 
find themselves paying higher taxes 
next year. Unless businessmen act quickly 
to persuade American policymakers that 
such a plan threatens their own stated 
goals — more jobs and competitiveness — 
a special tax on foreign-owned firms in the 
US may prove one of the first acts of the 
Clinton administration. 
Unfortunately for investors, the Demo- 
cratic Party can count on increasing bipar- 


| tisan support. Farlier this year, for exam- 
| ple, Republican Congressman Duncan 


Hunter of California asked a congressional 
committee: “Does anyone really believe, 
after all those cars, all those trucks, all those 


TVs, stereos, microwave ovens and semi- 


conductors have been sold here, that [for- 


| eign companies] lost money in the Ameri- 
| can market?" The idea, repeated frequently 


in the US press, is that foreign investors 
are falsely claiming losses in their US op- 
erations and "shifting their profits over- 
seas" to evade taxes. 

Although officials from the US Internal 
Revenue Service have admitted they can- 


‘not prove any significant tax evasion, Clin- 


ton vigorously pursued this theme along 
the campaign trail. A Clinton campaign 


| commercial proclaimed that some 70% of 


foreign corporations in the US were not 


| paying any tax, and promised that a Clin- 


ton administration would raise some 


| US$45 billion in extra revenue from these 


companies over the next four years. 
Although the Clinton team has yet to 
offer details of its proposals, a bill intro- 
duced in May by Dan Rostenkowski, 
Democratic chairman of the House of Rep- 
resentatives Ways and Means Committee, 
may provide a good indication of what is 
to come. Among its provisions is one that 
would require a US company that has as 
little as 25% foreign equity and engages in 
"substantial" transactions with foreign-re- 


| lated parties to report a minimum amount 
| of taxable income on each category of its 


business activities. This would mean these 
companies would have to pay a minimum 
tax, whether or not they actually made a 
profit. The bill would also make it more 
difficult for foreign firms to establish hold- 
ing companies for their US operations in 
countries that have special tax treaty privi- 
leges with the US. Lastly, it would impose 
capital-gains tax on income earned from 
the transfer of stock by foreign corpora- 


tions or individuals. 
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These are precisely the kinds of restric- 
tions that US companies rightly protest 
against when they are operating outside 
the country. The primary argument against 
such measures is that going after foreign 
investors will ultimately rebound on the 
host country. Most obviously, penalising 
foreigners would cause a fall in the incom- 
ing foreign investment, as well as a cut- 
back in the expansion of existing ventures. 

Any reduction in foreign investment 
means job losses for American workers. 
Indeed, US federal, state and local govern- 
ments have, over the years, devoted con- 
siderable time and money to attracting for- 
eign investors to such places as Smyrna, 
Tennessee and Bloomington-Normal, Illi- 





A government that 
takes aim at 
foreigners ends up 
shooting itself in the 
foot 


nois, because of the jobs they delivered. At 
least 15 states are heavily dependent on 
jobs created by foreign companies, with 
such workers typically accounting for 10% 
or more of the state’s total employed work 
force. California, Illinois, New York, Penn- 
sylvania and Ohio each have over 200,000 
people working for foreign-owned compa- 
nies. What will special tax increases do to 
their jobs? 

Singling out foreign companies for spe- 
cial tax treatment, moreover, is a market- 
access barrier. At a time when US negotia- 
tors are trying to bring about a successful 
conclusion to the Uruguay Round of the 
Gatt, raising taxes on foreigners would cast 
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Taxation without representation 


By Mark C. Michelson and Richard L. Weisman 


doubt on Washington's commitment to 


| 


| 


open markets. It could also invite retalia- | 
tion from countries where US discrimina- | 
tion is felt to be insulting. No doubt some | 


US business competitors in these countries 
would welcome such retaliation, but 
Americans interested in keeping their own 
companies competitive should be aware of 
this danger. 

The greatest irony is that enacting a spe- 
cial tax on foreigners will yield virtually no 
gain in revenue, and might even generate 
losses. Many supporters of higher taxes for 
foreign investors admit that the US$45 bil- 
lion target of the Clinton campaign is 
highly unrealistic. The idea that foreign- 
owned firms are making vast profits at the 
expense of the US taxpayer is not sup- 
ported by evidence from leading academ- 
ics, accountants and Treasury officials. 

Available evidence suggests that most 
companies are not cheating by, for exam- 
ple, manipulating transfer prices; indeed, 
many have little incentive to do so since 
tax rates in their home countries are often 
higher than those in the US. Instead, the 
high incidence of lower profits among for- 
eign-owned companies in the US is due 
mainly to perfectly legitimate factors, such 
as higher costs, the impact of the recession, 
exchange-rate fluctuations, an emphasis on 
increasing market share and differences in 
accounting for depreciation of assets. 

What does this mean for Asians who 
do business in the US? It means they must 
make their case immediately to the incom- 
ing Clinton administration. A version of 
the Rostenkowski bill is expected to be in- 
troduced within the first three months of 
1993, very possibly with the backing of the 
new administration. 

A US legal firm, Baker and McKenzie, 
has already organised a group of foreign- 
owned companies to oppose the proposed 
tax change. If opponents of the Clinton tax 
proposals are to succeed they will need 
vigorous support from Asian companies, 
individuals and organisations while the 
Clinton transition team is drafting its pro- 
posal. Americans also need to understand 
that in a global economy a government that 
takes aim at foreigners ends up shooting 
itself in the foot. a 


Mark C. Michelson is a director of the Hong- 
kong-based Warren Williams International Ltd, 
public and corporate affairs consultants in the 
Asia/Pacific region. Richard L. Weisman is à 
lawyer with the international tax group of 
Baker & McKenzie in Hongkong. 
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INDONESIA 


Fires of religious dissent 


thrown over a clutch of incidents in 

which Muslim villagers mobbed 
three Christian churches, burning at least 
one of them in East Java, and attacked an- 
other in North Sumatra last month. The 
spate of religious dissent was swiftly 
brought under control, helped by the fact 
that there were no fatalities. 

"Both communities have their fanatics," 
said Victor Tanja, a Protestant clergyman 
and an advisory chairman to the research 
wing of the Communion of Churches in 
Indonesia. "We have lived in seeming tol- 
erance, but do not really try to learn what 
the neighbour's religion is all about." 

Both local Muslim and Christian 
sources say the latest eruption of religious 
unrest was sparked by the proselytising 
activities of some Christian denominations 
— specifically the Pentecostal Church, the 
target of all three attacks in Pasuruan, 
Jember and Wonosobo in East Java. 

The target in Pangkalan Brandan, on the 
border of North Sumatra and Aceh, was 
the community hall belonging to a Catho- 
lic church. In the most serious incident, 


blanket of silence has been hastily 


leading to the burning of the Pasuruan 
church, about 15,000 villagers were said to 
be involved. Local militia, though armed, 
were in a dilemma: they were required to 
maintain order but could not shoot with- 
out provoking further reprisals. 

Inter-religious relations here have 
essentially been harmonious, interspersed 
by a rare — and swiftly quelled — 
manifestation of dissent. Traditionally, 
Muslims and Christians in the villages 
would voluntarily help each other build 
the local mosque or church as a commu- 
nity effort. 

But there has been a rise in Christian 
missionary activity in the last few years, 
said Lukman Harun, former vice-chairman 
of the Muhammadiyah movement and 
now director of the National University’s 
Centre for Islamic Studies. Muslims be- 
come Christians three ways: through con- 
version, marriage and attending mission- 
ary schools. "It's the Christians who are 
aggressive," said Lukman. "They build 
churches in Muslim villages without gov- 
ernment permission." A 1969 law stipu- 
lates that there must be a minimum of 40 
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households of any one faith before a house 
of worship can be built. 

But the problem is not strictly theo- 
cratic. Indonesia's Muslims make up the 
poorer, less educated strata of rural and 
urban society. The 20 million people who 
live below the poverty line are Muslims, 
noted Lukman. “Muslims feel left behind,” 
said Nahdlatul Ulama chairman 
Abdurrahman Wahid, head of the coün- 
try's largest Islamic grouping. "The Dutch 
deliberately gave privileges to the Chris- 
tians and nominal Muslims over active 
Muslims." 

The Indonesian Government is sensitive 
to even a hint of religious strife among its 
multi-ethnic population, who under the 
national constitution enjoy freedom of wor- 
ship. The state recognises Islam, Protestant- 
ism, Catholicism, Hinduism and Bud- 
dhism as equal. Muslims make up some 
87% of the country’s 185 million people, 
Protestants 6.5%, Catholics 3.1%, Hindus 
1.9% and Buddhists 1%. 

With the local press under instructions 
not to publish news of the attacks, Jakarta 
seemed almost ignorant of the stirrings at 
Java's eastern tip. News would not have 
trickled in had Armed Forces Chief Gen. 
Try Sutrisno not indirectly confirmed the 
incidents when he appeared before a par- 
liamentary hearing urging inter-religious 
restraint. m Suhaini Aznam 


The wonderful thing about our language 
is the way it's expressed. In a thousand little 
ways that show we understand. 


Being greeted by a doorwoman in 
Singapore. A quiet hand with the children 
from our staff in Kuala Lumpur. 

A female butler to organise trifling details 
on our Pacific Floor in Johor Bahru. And 
bands that rove our restaurants in Jakarta. 

All of which are part of a language that’s 
unique. And spoken only at Pan Pacific Hotels 


and Resorts throughout Asia. 


Sometimes, it’s even unspoken. 
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t would normally be a grave offence to 
«call Malaysia's nine hereditary sultans 
.a bunch of “robbers, adulterers, drunk- 
is and thugs” as a strict sedition law for- 
is comment that could tarnish their po- 
sition. But these are extraordinary times, 
and the legal authorities have ruled that 
remarks like this from an MP in parliament 
re permissible. 
So it seems are calls for an end to the 
legal immunity granted to Malaysia's 
sultans. One Malay language newspaper 
editorial even went so far as to call for a 
thorough review of the monarchy itself. 
Compared with previous periods of 
“royal bashing” supported by the United 
. Malays National Organisa- 
. tion (Umno), the current 
round is by far the most se- 
rious and has attracted the 
'roadest support. 
vv After high-level meetings 
.. within Umno and the ruling 
- National Front alliance it 
-- leads, Prime Minister Datuk 
_ Seri Mahathir Mohamad an- 
_ nounced a special sitting of 
. parliament would be held 
» early next year when an 
|. amendment to the constitu- 
. tion will be fashioned to de- 
__ prive the country's heredi- 
> rulers of their legal im- 
munity. — 
-.. This flurry of activity was prompted by 
_ an alleged assault on a school hockey coach 
_by the Sultan of Johor, Mahmood Iskandar 
ibni al-Marhum Sultan Ismail. Outraged by 
the claim, Malaysian politicians buried 
their differences and backed the govern- 
ent's call for constitutional reform of the 
ountry's monarchy. 
Tabling a substantive motion in parlia- 
nt on 10 December, Deputy Prime Min- 
ster Ghafar Baba called the alleged assault 
hockey coach Douglas Gomez in Johor 
30 November "an abuse of power." 
The motion asked for measures to be 
aken to prevent such incidents recurring. 
‘we do not act now, there is a danger 
t the people may take the law into their 
n hands because, if the rulers can set 
de the constitution, then logic dictates 
t the people can do the same," Ghafar 
































: ‘cluded the publication of numerous read- 





i Helped by a press campaign, which in- roy: 


— ers' letters calling for action. against 


Mahmood i, the government claims they are 
acting with public support. But then the 
60-year-old sultan: presents a rather invit- 


ing target. 


Even before he was crowned sultan in 
1981, Mahmood had acquired a colourful 
reputation. Although not openly talked 
about until now, he had been convicted of 
assault in 1973 and of manslaughter in 
1977. He was pardoned by his father and 
never served a prison sentence for the of- 
fences. Regarded as more sensitive is the 
allegation that he struck and fatally injured 
a golf caddy while serving as the Malay- 
sian king. 

Other stories of the sultan's erratic be- 
haviour include his lunch invitation to a 
group of Muslim activists during the fast- 


ing month and having a losing football 
team punished by being tied to trees. Such 
stories tend to obscure the fact that those 
on the receiving end of the sultan's wrath 
have, until now, had no legal recourse. 

"Johoreans knew what was going on,“ 
said veteran leftwing politician Abdul 
Razak Ahmad. "Now there is a sense of 
relief that at last the government is acting 
firmly," he told the REVIEW from the state 
capital Johor Baru. 

More broadly, political analysts said the 
Gomez incident was the chance Mahathir 
had been waiting for to curb the royals' 
still considerable rights and privileges. 
However, the rulers' entrenched consti- 
tutional status will make this a tricky task. 


An attempt earlier this year to persuade — 


l thest starting point for more far-reaching re- 





forms. Mahathir has said that he hoped the 
rulers would cooperate, but if they do not 
then a 1983 amendment to the constitution 
allows a bill to become law after 60 days 
should there be no royal assent. 

The question now is whether the rulers 
face the greatest threat to their position. 
Observers agree that compared with a dec- 
ade ago, when Mahathir struggled to rally 
the public behind a move to limit royal 
powers, the people are more amenable to 
criticism of the monarchy. 

Social commentator Chandra Muzaffar 
believes this is a by-predyct of Umno's 
political success. ‘Whiledthe | were re- 
tained afters andependefictto. ensuite Malay 
fihence, Umno has now be- 
Ustantive iguana! “he | 
the 













idalpower" — 5 $5.5 
bea: A bigger isse" ‘is what 
M ack any~changesrwould 
es thé : ee cture of 
Malàysta as ederation and 
constitutional monarchy. 
Historically, the rulers sur- 
vived independence in 1957 
because of earlier popular 
rejection of a British plan for 
a centralised state known as 
the Malayan Union. Pre- 
serving the historical role of 
the rulers within a federa- 
tion lent substance to the 
states and security to the 
economically weak Malays. 
But as one academic put it: 
"We are really a federation of Malay king- 
doms." 

However, years of uninterrupted politi- 
cal power has made Umno resentful of the 
split loyalty between state and centre 
which the rulers represent, analysts say. In 
the longer term, therefore, the possibility 
of a much-reduced role and status for the 
rulers may well reduce the importance of 


state identity. Some analysts warn that, 


despite the present swing in the public 
mood, a reduced role for the sultans could 
enhance Umno's power to the detriment of 
the states. Further, redressing the situation | 
could prove difficult. Johor, for example, | 
has an autonomous constitution: at 8 | 
from 1895. : 
“The media i gee a sense of M 









the rulers to accede to a written code of . sian n 


conduct was seen as a victory for the sul- tion to 
tans, as as they j AEN ied the code pue them- ae stor sir n. said. TE: 
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| Union rejected early half a century ago. s 
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Off the leash 


Miyazawa forms cabinet without dominant faction 


By Robert Delfs in Tokyo 
J apanese cabinet reshuffles typically 





occur with clockwork regularity, re- 

flecting their role in distributing the 
spoils of office among the factions of the 
ruling Liberal Democratic Party (LDP). But 
the reshuffle announced on 11 December 
by Prime Minister Kiichi Miyazawa was 
not typical. 

It should have occurred in October, but 
was delayed by the Sagawa Kyubin politi- 
cal funding scandal which caused a col- 
lapse in the Miyazawa cabinet's public sup- 
port ratings. More important, the make-up 
of the new cabinet formalises Miyazawa's 
break with the powerful Takeshita faction, 
which has called most of the shots in Japan- 
ese politics for nearly two decades. 

In a gesture towards political reform, 
the prime minister promised he would 
break with the tradition of apportioning 
ministerial seats according to the strengths 
of the factions. Yohei Kono, the new chief 
cabinet secretary, claimed that the style, in- 
tent and selection process were different 
than in the case of past cabinets. 

Despite Kono's claim, the new list an- 
nounced on 11 December still bears a close 
relation to the factional line-up. What has 
changed is that the balance of power in the 
party has been transformed since the first 
Miyazawa cabinet was formed, in the 
shadow of the Takeshita faction’s domi- 
nance, in late 1991. The political careers of 
the faction’s two most powerful leaders, 
Shin Kanemaru and Noboru Takeshita, 
have come to an abrupt end amidst tan- 
gled accusations that the faction accepted 
huge illegal campaign contributions. 

Asa result the old Takeshita faction has 
in effect split in half. On the same day that 
Miyazawa promulgated his new cabinet, 
former finance minister Tsutomu Hata an- 
nounced that he and former LDP secretary- 
general Ichiro Ozawa will lead a group of 
about 46 MPs who are breaking from the 
109-strong Takeshita faction. Hata said his 
new group would be dedicated to under- 
taking radical political reform. 

The break-up of the Takeshita faction 
may have freed Miyazawa's hands where 
cabinet appointments are concerned, but it 
also represents a challenge to a prime min- 
ister whose political accomplishments dur- 
ing his first year in office were primarily 
due to the faction’s influence and power. 

“Instead of relying on a single dominant 
group to enforce a policy consensus, Miya- 
zawa now must try to balance on his own 


18 


the interests of five different factions of 
roughly equal size. 

This will not be easy. Between now and 
the next general election — which will be 
held sometime before early 1994 — Miya- 
zawa must deal with the challenge of open- 
ing Japan’s rice market to foreign competi- 
tion and work out a modus vivendi with the 
new Democratic Party administration in 
Washington. 

Miyazawa has tried to use the cabinet 
reshuffle to build a new coalition with the 
leaders of factions that were previously rel- 
egated to secondary status. But his most 
fervent supporters wonder whether he can 
hold together the LDr's rival factions on his 
own. 


Miyazawa paints a new cabinet picture, but uses the same colours. 


The rump Takeshita faction under 
Keizo Obuchi and the new Hata-Ozawa 
faction were each awarded two posts in 
the new cabinet, in contrast to six Takeshita 
faction seats in the previous cabinet. But 
those six previous posts included the pow- 
erful finance and international trade and 
industry portfolios, as well as justice, trans- 
port and defence. 

In the new cabinet, Yoshiro Hayashi 
from Miyazawa's own faction takes over 
finance, while trade and industry goes to 
Yoshiro Mori, a member of the Mitsuzuka 
faction and now the party's largest. Michio 
Watanabe, leader of what is now the third- 
largest faction, remains in place as minister 
of foreign affairs. 

Obuchi's people get the Ministry of 
Construction and Defence Agency plus the 
important party post of LDP secretary- 
general, which goes to Seiroku Kajiyama, 
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former chairman of the LDp’s Parliamen- 
tary Affairs Committee. The Hata group 
gets only the Economic Planning Agency 
and the Science and Technology Agency. 

While accepting two minor cabinet 
posts for members of his group, Ichiro 
Ozawa — the real power in new Hata fac- 
tion — has issued what amounts to a chal- 
lenge to the existing LDP leadership. The 
key to any effective political reform pack- 
age, according to Ozawa, is to introduce 
single seat constituencies into the lower 
house of parliament in place of the multi- 
seat constituencies which force rival candi- 
dates from the LDP to spend money on 
fighting elections against each other rather 
than the opposition. 

Writing in the monthly magazine 
Bungei Shunju, Ozawa claimed that Obuchi 
and other leaders of Miyazawa's genera- 
tion are not really committed to political 
reform and are not really competent to run 
Japan. "They don't have the slightest sense 
of urgency about the current maelstrom of 
public cynicism about politics, or guiding 
Japan's international progress in the post- 





Cold War world," Ozawa wrote of the 
LDP's senior leaders. 

The generational character of this revolt 
is clearly evident in that 19 of the 23 first- 
term and second-term lower house mem- 
bers of the old Takeshita faction bolted 
with Hata and Ozawa. 

At least some young members of other 
factions are prepared to defect and join the 
new Hata faction, according to LDP MP 
Asahiko Mihara. Mihara, one of three sec- 
ond-term Takeshita faction members who 
did not leave with Hata, says he stayed 
with Obuchi only because of his sense of 
personal obligation to Takeshita. 

“I'm fed up with the LDP politics," 
Mihara said. "I've worked hard for reform 
for four years, and I still think I can help 
Hata from where I am. Other politicians 
are really only 50-50 for reform, but Hata 
really is 100%.” e 
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Starting over 





Minority leader seeks to redraw political map 


By Robert Delfs in Tokyo 
tiny splinter opposi- 
tion grouping may 
seem an unlikely 
base for sweeping political 
reform, but Satsuki Eda is 
suddenly shaking up dec- 
ades-old loyalties and chal- 
lenging formerly inviolable 
political boundaries. 

Eda's goal is to create a 
unified Japanese opposition 
party capable of mounting 
a serious electoral chal- 
lenge to the ruling Liberal 
Democratic Party (LDP). 
“Japan’s quasi-two-party 
system has totally col- 
lapsed,” Eda says. “We 
need an opposition group 
that will be seen by the peo- 
ple as a completely new party.” 

The election of Bill Clinton as US presi- 
dent has Japan's voters thinking long and 
hard about political corruption and its su- 
perannuated political leadership. The LDP 
has governed continuously since its forma- 
tion in 1955, a period in which the US 
changed its ruling party five times. 

But Japan's fragmented opposition has 
been a mere repository of symbolic protest 
votes against the establishment. The largest 
grouping, the Social Democratic Party of 
Japan (SpPj), in thrall to its powerful left- 
wing, remains locked in the ideological 
postures of the Cold War, still fighting a 
32-year struggle against the US-Japan se- 
curity treaty. 

As a result, pressures for political rea- 
lignment and generational change are in- 
tensifying at both ends of Japan's political 
spectrum. On the opposition side, the 52- 
year-old Eda established his own policy 
study group, Sirius, on 3 November. Only 
two of the 27 founding members of Sirius 
are from Eda's own party, the tiny Social 
Democratic Federation (Shaminren). Four 
are from Rengo Sangiin, a group backed 
by the Japanese Confederation of Labour, 
while the rest are all from the spp}. 

"Our current direction is to reform the 
spp}, but if there is no progress, then we 
will act to form a new party," explained 
Makoto Taneda, a founding member of 
Sirius from the SDP}. 

“The spp} is in the process of decay and 
it must be completely changed," explains 
Eda. "We must be regarded as a new party 
by the public, because ordinary voters will 
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Eda wants a unified 
opposition party. 


not support any group seen 
as too close to the old so- 
cialists.” 

Political reform is Sirius’ 
first policy focus, and Eda 
says his group could coop- 


LDP politicians such as 
a group young MPs which 


LDP's dominant Takeshita 
faction. "Ozawa's actions 


we are butting heads." 


21st century world order is 
similar to the world we 
knew in the 19th and 20th 
centuries — an arena 
where sovereign powers 
compete for hegemony,” Eda explains. 

"| see sovereign power as being limited 
from two directions," Eda continues. "One 
is the development of common interna- 
tional principles in areas such as the envi- 
ronment and human rights and the deve- 
lopment of regional groupings in economic 
and security affairs. The other is the ces- 
sion of sovereign national power to local 
governments in areas such as welfare, edu- 
cation and economic affairs." 

Despite the diminutive size of the 
Shaminren party, Eda is one of Japan's 
most popular politicians. “If you ask me to 
name one politician I really like, I'd pick 
Satsuki Eda,” says Noboru Obuchi, master 
of a kaiseki (traditional Japanese cuisine) 
restaurant in Tokyo’s Shimokitazawa dis- 
trict. “I think he really wants to clean up 


erate with reform-minded | 
Ichiro Ozawa the leader of | 
recently helped to split the | 
are quite important right | 
now, but on other issues | 


"Ozawa's vision of the | 


| 





Japanese politics,” Obuchi explains. “And | 


of course there is also his father.” 


Saburo Eda was general secretary of the 


Japan Socialist Party, as the sDPJ was then 
known, in the early 1960s and probably the 
only socialist politician who ever achieved 
genuine popularity with the Japanese pub- 
lic. 

Satsuki Eda draws easily on his father's 
popular appeal because their lifetime po- 
litical missions are essentially congruent. 
Even the name of Eda's policy study group 
is an allusion to his father's political past. 

"Sirius is the brightest star in the winter 


sky," Eda explains. My father was jailed in | 
the late 1930s for his opposition to Japan's | 
invasion of China. When my mother vis- | 


ited him, he would say to her, "Can you 


still see Sirius?'" " 
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Bearing arms 


Russia poised to sell weapons in Asean 


By Michael Vatikiotis in Kuala Lumpur and 
Tai Ming Cheung in Hongkong 


alaysia is expected to soon join the 
M growing ranks of Asian countries 

that have bought bargain-priced 
Russian arms with a deal to buy 30 
MiG29M fighter aircraft. If the deal goes 
ahead, it will also represent a major break- 
through for the beleaguered Russian mili- 
tary industrial complex which — though 
successful in South and East Asia — has so 
far failed to penetrate Southeast Asia's lu- 
crative arms market. 

According to Russian media reports, 
Malaysia agreed to buy a squadron of 
MiG29s in early December after almost a 
year of negotiations and technical 
evaluations. While Malaysia's De- 
fence Minister Datuk Seri Najib 
Razak said the Russian authorities 
had jumped the gun, and pointed 
out that the "airforce is still conduct- 
ing a detailed examination of the air- 
craft's technical capabilities," de- 
fence analysts in Kuala Lumpur said 
the deal had gone well beyond the 
assessment stage. 

The MiG29 sale would be a ma- 
jor success for the Russians, who 
have had to overcome serious reser- 
vations among the Malaysians over 
the technological and logistical reli- 
ability of their equipment. Equally 
important, the deal is likely to be 
scrutinised as a test case by other 
Southeast Asian countries. "The Ma- 
laysians have been very thorough in their 
research, so if they say yes it will mean 
they are satisfied, and for the future of Rus- 
sian arms sales in the region that is impor- 
tant,” a Western military attache based in 
Kuala Lumpur said. 

Indeed, Western arms companies ex- 
pect Russia to follow up the MiG deal with 
offers for other weapons systems and mili- 
tary equipment. Western sources say pri- 
vate Russian companies as well as govern- 
ment agencies, including those from other 
former Soviet republics, will then join the 
fray. 
mong the items on offer to Asean's 
armed forces are submarines, helicopter 
gunships, patrol boats and armoured fight- 
ing vehicles. According to one Western 
arms salesman, "the next target has to be 
Indonesia." 

* Indonesian defence sources confirm that 
they have already been approached by 
Russian salesmen, who offered an updated 





version of the MiG21 fighter with ad- 
vanced avionics. "The Russians are very 
upbeat,” the source said, but added "the 
assurance of logistical supply is rather 
shaky and we might end up with some- 
thing we cannot fly." 

Indonesia, which was equipped by 
Moscow in the 1960s, knows well the diffi- 
culties of finding spare parts for Russian 
arms. In the late 1980s, for example, US 
Embassy officials in Jakarta were puzzled 
by an order for Cadillac heavy diesel en- 
gines until they discovered that the Indo- 
nesian army was refurbishing some old 
Soviet-built PT76 tanks acquired in the 
1960s. The Indonesians were apparently 
still impressed with the amphibious light 


Russia says Malaysia bought a MiG29 squadron. 


tanks, but were unable to secure spare 
parts for their engines. 

The same problem applies to the 
MiG29. Although the aircraft's perform- 
ance is impressive, there are concerns 
about the lifespan of its engines and other 
technical systems, and the availability of 
spares. This is strongly disputed by Thedor 
Timofeyev, commercial director of the 
Moscow Aircraft Production Group, which 
produces the MiG29, who has said that the 
aircraft have a 25-year warranty and spare 
parts will be guaranteed during this pe- 
riod. 

Nevertheless, Malaysia hopes to over- 
come any potential problems by linking up 
with India, which is a major MiG29 opera- 
tor and has manufactured other earlier 
generation MiG fighters under licence. In- 
dian newspapers have also reported that 
Russia wanted to set up a US$180 million 
MiG29 maintenance plant in India to pro- 
vide support for operators of the aircraft in 
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the region, a group that includes Iran. 

For the time being, however, attention 
is focused on the commercial aspects of 
Russia's first major arms deal in Asean. For 
Russia, the timing is perfect. After nearly 
two decades of limited military spending 
during the 1970s and 1980s, Asean's armed 
forces are now keen to replace obsolete 
weapons and bolster current inventories to 
offset the US retreat from the region and 
China's growing military presence that 
threatens to fill the vacuum. 

Indonesia's military spending for the 
coming year (April 1993-March 1994) will 
amount to some Rps 4 trillion (US$1.95 bil- 
lion), an increase of over 18%. In Malaysia, 
the 1992 budget sought an extra M$1.8 bil- 
lion (US$707.8 million) for defence spend- 
ing, of which some M$985.8 million would 
be used to buy new equipment — a two- 
thirds increase on what was initially ap- 
proved for 1992 under the current five-year 
plan. 

At the same time, however, the high 
cost of Western arms and equipment has 
persuaded many Asean governments to 
diversify their sources. Burma is 
buying large quantities of arms from 
China and Poland. Thailand is buy- 
ing trainer aircraft from Czechoslo- 
vakia. Indonesia recently bought 
some 40 second-hand ships from the 
former East German navy at the bar- 
gain price of US$35 million, includ- 
ing corvettes and tank landing craft. 
The Philippines has considered buy- 
ing arms from Israel. 

Malaysian sources said a combi- 
nation of high cost and diplomatic 
difficulties combined to put West- 
ern, and particularly US, suppliers 
at a disadvantage. 

An offer from British Aerospace 
to sell the Tornado multi-role fighter 
in the late 1980s also came unstuck 
because it was too expensive, Ma- 
laysian defence sources say. France's at- 
tempts to sell the Mirage 2000 have been 
hamstrung by clumsy salesmanship. Ma- 
laysia was put off when France pushed too 
hard for a memorandum of understanding 
similar to that signed with Britain for the 
Tornado and other weapons systems. 

Russia's offer to sell the MiG29 in late 
1991 was therefore well timed. Although 
Russian military officials say they have 
ended the Soviet practice of selling arms 
cheaply for influence and that all tran- 
sactions are now conducted on commer- 
cial terms, sizeable discounts are still 
often given. Col Vladimir Pushkin, an 
official from Oboron Export, the Russian 
Government's chief arms trade organisa- 
tion, says that before discounts a new 
MiG29 fighter costs between US$20-24 mil- 
lion — though weapons, spares, training 
and maintenance assistance are extra. This 
compares with around US$27 million for a 
basic F16. " 
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Sports dailies catch commuters’ fancy 


By Louise do Rosario in Tokyo 


akahanada won!” These two words, 

| in deep red and as big as two packs 

of cigarettes, were splashed over the 

first page of Daily Sports, the day after the 

young sumo wrestler beat his opponent af- 
ter four days of defeat. 

It was the fifth consecutive day the col- 
ourful broadsheet had put on its front page 
Takahanada’s attempt to become history's 
youngest ozeki, the second-highest ranking 

sumo title. “This is the biggest news for us 
for years,” said Ryosuke Miyamoto, a sen- 
ior editor at Daily Sports. 

Takahanada, 20, got such intense media 
attention not only because he is good-look- 
ing and popular; he recently announced his 

sengagement to Rie Miyazawa, 19, a popu- 

lar actress who hit the headlines with an 
»all-nude picture album last year. The event 
helped to brighten the day for many read- 
vers in this otherwise gloomy recession sea- 
ison. Everyone wants to know more about 
the romance, so they buy newspapers like 
Daily Sports which have pages of photo- 
graphs and articles about the suuppa 
kappuru, or super couple. 

Sports dailies, a special genre in Japan's 
crowded publishing industry, thrive on 
scandals, romances and sensational news 
involving athletes and other celebrities. 
They have done particularly well with the 
Takahanada-Miyazawa romance, which 
Miyamoto claimed has recently helped cir- 
culation jump by as much as 60% on some 
da 


Sports dailies were doing well even be- 
fore the Takahanada-Miyazawa love story, 
thanks to coverage of the Olympics and 
the return of Shigeru Nagashima, Japan's 
best-known baseball player, to the im- 
mensely popular Giants team as manager. 
Editors of sports dailies claim that circula- 
tion will rise by 3-4% over the year as a 
whole while other print media experience 
negative growth. 

This is a marked advance on the previ- 
ous three years, when the papers recorded 
sales increases ranging between 1.5-2.6%. 
By contrast, two evening tabloids and a 
number of news weeklies have been losing 
readers in recent years. The weaker daily 
newspapers, Sankei Shimbun and Mainichi 
Shimbun, are also struggling with sluggish 
revenue, 

The 6 million or so copies sold by the 
five leading sports tabloids are still less 
than the circulation of the Yomiuri Shim- 
bun, Japan's largest selling mainstream 
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daily newspaper. But Tamotsu Tsukaya, a 
division chief at Sankei Sports, claims the 
sports dailies are starting to win readers 
away from regular newspapers. 

Until recently, people working as taxi 
drivers, construction labourers or pachinko, 
or pinball, parlour operators, used to form 
the bulk of the sports dailies’ readership. 
However, in the last year or two this has 
started to change. Now, even the average 
white-collar salaryman may go to work 
with a sports daily, catching up with the 
latest baseball scores on his hour-long train 
journey to the office. On the other hand he 
may just pick up the paper from the dust- 
bin as the previous owner “reads and dis- 


" 


The success of sport dailies speaks vol- 
umes about Japan's changing media. In 
this age of electronic information, Japanese 
are absorbing more pictures and fewer 





words, more gossip and fewer serious sto- 
ries. Sport dailies, in their comic-book style, 
provide a good mix of visual and written 
entertainment and information. "They 
have to dramatise and humanise news so 
that readers feel they are watching televi- 
sion, not words," one analyst said. 

The popularity of sports tabloids sug- 
gests another side to the stereotyped im- 
age of the studious, disciplined corporate 
warrior that the outside world has of the 
Japanese. In Japan, where 80-90% of the 
population regards itself as belonging to 
the middle class, there is no social stigma 
in reading such light-hearted material. 
Commuting time, in particular, is consid- 
ered a very private moment, "the only 
hour which is not disciplined or dedicated 
to any specific purpose," said Shunsuke 
Serizawa, who has written a book about 
the success of the medium. 
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Sports dailies are a relatively new 
of media in Japan. While most of the main- 
stream dailies were established a century 





or more ago, the first major sports neways 


per, Nikkan Sports, was launched in 1946. - 
In addition to Sankei Sports and Daily — 


Sports, which circulate mainly in Tokyo, — 


there are now five big national sports - 
dailies — Nikkan, Sports Hochi, Sports Nip- 
pon, Chuni Sports and Chukyo — each of 
which is part of a major publishing house - 
or newspaper group. Each has 16-24 pages | 
and retails at Y100 (80 US cents), the same 
price as a regular newspaper. 

ting with a relatively small team 
of about 100 editorial and other supporting - 
staff, as against the 2,000 or more reporters - 
and editors considered n to staff a - 
mainstream broadsheet, a sports dai 
bears all the marks of a non-mainstream - 
organisation. At Sankei Sports, for pese 
long-haired reporters are dressed in sweat 
shirts and sneakers, a sharp contrast to the - 
three-piece suits of their colleagues at the - 


f 


sister publication Sankei Shimbun. The of- 


fice walls are covered with slogans on the — 


latest sales and advertising records, while - 


six or seven television sets are on to 
reporters informed of the latest gossip. 


To produce a paper that sells, said - 


Tsukaya of Sankei, reporters often have to 
dig up dirt on celebrities. This is a far 
from the cosy, collaborative relationship — 
other Japanese reporters have with politi- - 
cians, bureaucrats and other public figures 
in the so-called press club system. 


A; 


To 


A 


Another key to getting sales up is the i 


front page. With its heavy dependence on 
street sales, the "face" of the paper has to 
cry out for attention. As the page is big 
enough. only for one story and one picture, - 
editors have to be highly selective. The sin- 
gle headline word on the top of the right 
hand corner, in particular, is crucial be- 


i 


cause that is what readers first spot from a 
distance. In recent days, the word “Taka” 


the first character of Takahanada, has been 
enough to help sell more copies. 

Inside, the contents can be broadly di- 
vided into four categories: sports, entertain- 
ment, gambling and leisure, said Toshimi 
Furukawa, an Asahi Shimbun journalist 
who has studied the medium closely. An- 
other one or two pages are devoted to the 
latest political scandals, Aids, gang fights 
and other offbeat items. Then, there is also 
the so-called “pink” page, featuring sala- 
cious pictures and stories. 


To make the sports dailies more pre- 


J 


sentable, the pink page is missing from the 


home-delivery edition; a TV-listing page is — 


inserted instead. But news-stand sales are 
the area where growth and competition is 


j 


1 
1 


hottest. About 30% of all sports tabloids - 


are sold on news-stands in contrast to the 


regular dailies which still rely for more 


than 90% of their sales on monthly sub- - 
scriptions sold though their own T 
tion networks. 
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PHILIPPINES 


Ready, steady, wait 


Ramos’ priorities based on ensuring political stability 





By Rigoberto Tiglao and Rodney Tasker 
in Manila 








ix months is perhaps too early to as- 

sess the record of Philippine Presi- 

dent Fidel Ramos’ administration. 
But the country’s daunting economic and 
social problems need such urgent attention 
that there is growing apprehension, par- 
ticularly in Manila business circles, that 
“Steady Eddie” — Ramos’ election cam- 
paign slogan to highlight the former gen- 
eral's slow but sure style — is not moving 
fast enough. 

So far Ramos' main achievement is to 
have stamped a new degree of po- 
litical stability on the country, mov- 
ing deftly to sew up congressional 
compliance rather than falling back 
on his own considerable powers. 

He is reaching out to every shade 
of rebel group in a workable na- 
tional reunification programme. 
And, overall, he certainly has no 
image problem, with surveys show- 
ing his national popularity at 60-70% 
despite the fact he was elected with 
only 23% of the vote. Now, his crit- + 
ics ask, how about the substance? “~ 

“Ramos said at the start he: 
would hit the ground running,” sa 
Sen. Ernesto Maceda, ostensibly a 
member of the majority opposition-.: 
in the Senate. “He has hit thé, ^ 
ground, but he has yet to start run-* , 
ning." A senior Asian diplomat com- 
ments: "Some of the issues here can't 
wait. Three years ago you could wait 
for a decision. Now it must be quick 
decisions." 

Ramos can blame many of his economic 
problems on his predecessor Corazon 
Aquino, whose six-year term was charac- 
terised by drift and indecisiveness. A crip- 
pling US$29 billion debt, servicing which 
consumes one third of budget expenditure, 
almost zero growth in the 1991 GNP with 
the prospect of less than 2% growth this 
year, a budgetary and central bank deficit, 
power outages of up to six hours daily, 
and a widespread lack of motivation and 
discipline in government were among the 
major problems he inherited. 

He has announced programmes to 
tackle these issues and generally to put the 
country back on the road to economic re- 
covery. His substantial lifting of foreign 
exchange controls in particular encouraged 
the business community. But there has 
been more articulation than action so far. 


Ramos has even addressed the sensitive 
question of annual 2.5% population growth 
in the predominantly Roman Catholic 
country, saying economic and environ- 
mental imbalances are aggravated by rapid 
population growth. But he, as the coun- 
try's first Protestant president, was careful 
to leave birth control to individual couples 
so as not to offend the powerful Catholic 
Church. 

Even some of Ramos' top officials ac- 
knowledge that things have to start mov- 
ing now. "We're going into a dry period," 
noted Finance Secretary Ramon del Rosa- 
rio. "After going gung-ho with all those 





Ramos gets political stability, but a sluggish economy. 


investment missions coming here," soon 
after Ramos came to power, "you reach a 
point when you say 'Hey, something re- 
ally concrete has to happen; otherwise the 
credibility begins to suffer’.” 

However, del Rosario hastened to stress 
that Ramos' critics are missing the presi- 
dent's determination quietly to lay down 
the "foundations of growth." One of 
Ramos' chief political lieutenants, House 
Speaker Jose de Venecia, added: "He is 
buckling down to work, and we haven't 
seen all of Ramos yet." 

To be fair, Ramos had hardly moved to 
the helm when two developments emerg- 
ed to dent foreign and domestic confidence 
in the country's prospects. First came a 
wave of kidnappings-for-ransom targeting 
mainly the Chinese-Filipino business com- 
munity, with senior police officers and 
some military personnel among the cul- 
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prits. And the economy-sapping power- 
shortages, far from being under control, 
quickly reached crisis proportions. Even 
the government admits there may be at 
least another year to go before relief is in 
sight — despite a fast-track programme tc 
set up new power generators. 

The presidential performance on these 
two fronts has been mixed. Ramos realised 
from the start the importance of cracking 
down on crime syndicates, particularly 
kidnappers, who were scaring off foreign 
investment. He set up the Presidential 
Anti-Crime Commission, appointing Vice- 
President Joseph Estrada to head it. But 
former film star Estrada, who has little ex- 
perience in law enforcement, encounterec 
problems recruiting good police officer: 
and, according to de Venecia, has had tc 
call in military intelligence agents to hun! 
down crime syndicates. 

From the start, Ramos appears to have 

underestimated the gravity of the energy 
crisis. This was partly because when he 
assumed office at the onset of the 
rainy season, water levels at the 
country's hydroelectric dams hac 
risen high enough to meet energy 
requirements for several months. He 
relied on the formation of an energy 
department, which required con- 
gressional approval, to handle the 
situation. But it is only now that he 
has designated former Benguel 
Corp. president Delfin Lazaro to be 
energy chief. 
» It seemed that for a while Ramo: 
was distracted from tackling these 
two crucial problems head on be 
cause his mind was focused else 
where: his main preoccupatior 
seemed to be with building up po 
litical support for his presidency 
particularly in Congress. 

As Ramos saw it, the priority 
was a valid one. When he servec 
Aquino as defence secretary, anc 
was largely responsible for putting 
down seven coup-attempts against her, he 
was convinced that the country's disma 
economic performance stemmed from po 
litical instability. As he saw it, this was no 
only because of the coups but was also due 
to resistance from Congress to Aquino’: 
policy initiatives. 

Ramos is making headway on thi: 
front. He first set up the National Unifica: 
tion Commission (NUC) to put out feeler: 
to the Communist Party of the Philippine: 
(CPP), with its 13,000-strong New People’: 
Army, and to disgruntled rebel military 
officers who had taken part in some of the 
coup attempts. 

At the same time the president, witl 
congressional backing, legalised the CP! 
and released several ranking leftist leaders 
His choice of Haydee Yorac as head of th« 
NUC was astute, because of her influence a: 
a key official in organising the successfu 
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-+ kgown channels both to the Left and mili- 
etary rebels. Even if peace talks fail Ramos 
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‘will nog bó direetly accuged politically, be- 
cause the NUÈ Ís only an advisory body. 
Perhaps Ramos’ most remarkable gain 


Congress... Heaven over the congressmen 
of Eduardo Cojuapgto’s Nationalist Peo- 
ple's Coalition They, together with the Lib- 
eral Party and 55 defectors from Lakas ng 
Demokratikong Pilipino, now known as 
Laban, have joined Ramos’ Lakas-National 
Union of Christian Democrats in a “rain- 
bow coalition” comprising 173 of the 200 
members of the House of Representatives. 

The president has weekly meetings 
with congressmen and senators, though 
the Senate is still nominally controlled by 
the opposition. He goes out of his way to 
cultivate personal contacts with members 
of both houses. De Venecia and Maceda, 
who served in the last congress, pointed 
out that there were no such meetings when 
Aquino was president. 

“Compared to president Aquino the re- 
lationship with the Senate is 10 times bet- 
ter, because Ramos has reached out con- 
sistently since he assumed office,” Maceda 
told the REVIEW. “Except for the tax bills, 
Ramos is going to get most of the legisla- 
tion he wants through the Senate. Within 
three months I think there will be a rain- 
bow coalition in the Senate, similar to the 
lower house." 

On the other hand, Laban's Blas Ople, 
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Tactical outline —— 


President Fidel Ramos does not like to le ad- 


~ dressed as "general" anymore. Yet the 64- 


^ 


defence secretary under president. Corazon 
mutinying against Marcos in February 1986. 


Tiglao found a fit, relaxed and confident 
Ramos when they recently interviewed him in 
Manila's Malacanang Palace. Excerpts: 


Some critics say you are concentrating 
too much on ensuring Congressional 
support for your various programmes, 





Del Rosario dismisses Ramos critics. 


another leading senator, was less sanguine 
about the situation: "Some members of the 
minority parties are disgusted at the early 
capitulation of their leaders to Ramos," he 
told the REVIEW. “Right now, Ramos is en- 
joying a peak of acceptance, but with all 
the problems, his popularity will go down 
within three years — especially if he can't 
solve the power problem." 

Del Rosario sees the problems confront- 
ing the Philippines as "an old story." Peo- 
ple went "out of their way" to be cynical 
about the country's prospects, he said. 
Henry Schumacher, executive vice-presi- 
dent of the European Chamber of Com- 


RAMOS 


m yh $»- 
rather than using your own powers to 
. get things done. What is your re- 
nse? 

First things first. We have to restruc- 
ture a viable climate for business. Then 
we have to go to Congress. The Senate 
consists of at least five political affiliations 
...and we have already established a so- 
called rainbow coalition in the [lower] 
house. On the part of the Senate, we have 

weekly meetings . . . we are ask- 
ing senators to join us, regardless of their 
political affiliations. | 


You also seem to be travelling a great 
deal around the country. Do you think 
this is important? 

Again, that's part of reaching out. A 
lot of people say to me there is no need to 
go out there, that we need to sit here in 
Malacanang and do some planning. 

Well, we have worked very hard to 
put in the plans already. We had a 100- 
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merce in the Philippines, put a foreign in- 
vestor’s view of the situation: "Investors 
and donors have been burned before. What 
is unfortunate for the Philippines is that, 
unlike other countries, you have to put 
upfront concrete evidence that the nation 
is finally moving." 

A 22 October confidential report on the 
Philippines by the World Bank echoed the 
theme: “To a large extent, the perception of 
inadequate reform effort . . . originates 
from concerns over the actual implementa- 
tion of reforms and the possibility that they 
may be reversed. The Philippines needs 
not only to make the right choices, it needs 
also to implement them quickly and con- 
sistently." 

The World Bank report gave three rea- 
sons why the Philippines’ performance 
over the past 10 years had been unimpres- 
sive: political tension, with frequent coup 
attempts and high levels of rural and ur- 
ban violence dampening investor enthusi- 
asm; policies had not been adjusted to ad- 
dress deep-rooted structural issues of mo- 
nopolies, poverty, low savings and invest- 
ment rates, and a narrow tax base; and the 
pace of reform had been slower than in 
other countries. 

Ramos certainly seems to be well on the 
way to tackling the political tension issue. 
It remains to be seen if he will be able to 
address seriously the need for economic 
structural reforms. And the World Bank's 
last point, over the slow pace of reform, 
explains where the Ramos administration 


day plan of action to identify the five 
major areas that must be addressed and 
these are: enhancement of national sta- 
bility, security and peace and order; fast- 
tracking economic recovery, then going 
into growth and sustaining development; 
to accelerate and fast-track our power 
and energy development programme; 

ection and conservation of the envi- 
ronment; and streamlining the bureauc- 


racy. 
We addressed all of those in the first 
100 days, and we came up with a frame- 
work plan for the five-year, mid-term de- 
velopment plan, which starts in 1993. This 
defines our vision of our strategy and di- 
rections for the longer term. 

Why do I go to the provinces? Part of 
the foundation-laying is to inform the 
people and lift up their morale. There are 
63 million people out there. Manila is not 
the country. 


There is some feedback from business- 
men that they are getting impatient with 
the pace of reforms, and that the country 
is moving slower than expected in re- 
cent months. 

We have done everything at the ex- 


24-31 DECEMBER 1992 


DIA og ' , » We « 1 PS us - 
* f. . 


is today. 

But at least he has moved to address 
one reason put forward by the World Bank 
for the slowness — "the long, drawn out 
deliberations in both houses of Congress, 
difficulties in reaching agreement with the | 
executive branch, and the acrimonious dis- 
cussions between the administration and 
Congress." 

Now, perhaps it is time for Ramos to 
crack the whip a little if he is to display the 
strong leadership which many Filipinos 
appear to want. As de Venecia commented: 
"The president not only needs to be loved, 
but also feared." 

That might be difficult for Ramos, de- 
spite his current popularity ratings. His re- 


luctance to get tough was displayed in his | 


response to Singapore's Senior Minister 


Lee Kuan Yew at the Philippine Business | 


Conference in Manila in November. Lee, 


talking about the Philippines, had sug- | 


gested that a country's development re- 

quired more discipline than democracy. 
Ramos, conscious of the national demo- 

cratic mood after 14 years of the Ferdinand 


said: "Yet some of us — impatient for a 
quick fix for all our problems — would 
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Split in ther 


_Issue of Taiwan independence hau? 





By Julian Baum in Taipei 





| he rare expulsion of an incumbent 
| lawmaker from the ruling party 


during the run-up to national elec- 
tions for the legislature has underscored 
the erosion of consensus on a bedrock prin- 


| ciple of the Kuomintang (KMT). 





The party's insistence on a “one China" 
formula has recently been the KMT’s main 
line of defence against advocates of inde- 
pendence for Taiwan, particularly since it 
is no longer possible to use sedition laws 
to silence dissent. So when KMT legislator 
Chen Je-nan voiced support for the oppo- 
sition Democratic Progressive Party's 


| separatist slogan of “one China, one Tai- 
Marcos dictatorship, noted Lee's advice but | 
_ ommended harsh punishment. 


throw away our hard-won gains in the | 


political sphere in exchange for ease in de- 
cision-making." 

As one of Marcos' leading generals dur- 
ing more than a decade of authoritarian- 
ism, Ramos is evidently anxious not to be 
seen as a strongman, at least for now. 


ecutive level already . . . I've done as 
ven baee ; we have been able 


) prices down. ... the [budget] 
deficit the result of events that were 


"peces cimus [gina 
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te idea's that on the political side . 
| think we enjoy relative stability and se- : 
rend in the Western Pacific. So the - 
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| KMT rules by implying that 


| 
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wan," the KMT's discipline committee rec- 


A candidate for re-election in the 19 
December poll, Chen com- 
pounded his violation of 


Premier Hau Pei-tsun and 
three other leaders were 
"traitors" to Taiwan be- 
cause they claimed to know 
more about Peking's inten- 
tions toward the island 
than President Lee Teng- 
hui. With two counts 
against him, Chen was 
duly expelled in late No- 
vember. 

When Chen's case was 
first discussed by the KMT’s 
Central Standing Commit- 
tee, Lee initially referred 
the matter back to commit- 
tee for a clearer ruling on 
what "one China" meant. The committee 
replied by saying that "one China" referred 
to the Republic of China (ROC, or Taiwan), 
and not to the People's Republic of China 
(PRC). Lee and others have endorsed this. 

Lee recently told party leaders that he 
had checked the historical record and 
found that Gen. Chiang Kai-shek had not 
mentioned the “one China” concept. Some 
observers say the phrase first appeared in 
political discourse within the KMT as re- 
cently as 1990. The phraseology, at least, 
was imported from Peking. 

Under pressure from Peking to include 
"one China" language in proposed agree- 
ments between the two sides, the National 
Unification Commission has tried to give 
the term legal meaning. But the legalistic 
approach has failed to satisfy many KMT 
loyalists. “How to define ‘one China’ is an 
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Lee under pressure from 
conservatives. 









be KMT » iy 

du d 

important ideologica™ volving 
our national identity," said political scien- 
tist Wei Yung, a KMT candidate for the leg- 
islature and former head of the cabinet's 
research and evaluation commission. | 

The Taiwan wing of the KMT, which will 
probably include a majority of the mem- 
bers of next year's legislature, has stressed 
that first priority should be given to the 
interests of the 21 million people in Tai- 
wan. While agreeing in principle that there 
is only one China, the Taiwan wing 
stresses that China has in fact been a di- 
vided nation since 1949, 

The resulting two entities or govern- 
ments should establish peaceful coopera- 
tion for an indefinite time, according to 
members of the Taiwan wing. Unification 
should not be rushed and the status quo 
should be maintained until mutual trust - 
and respect are established. . 

The "one-China" wing 
of the KMT, represented in 
the legislature by a small 
group of second-generation 
mainlanders, argues that to 
take such a passive attitude 
on unification could lead to 
a permanent division. The 
opening to the mainland in- 
recent years has created 
new opportunities to inten- 
sify relations and avoid this 
outcome. 

Lee's equation of "one 
China" with the Republic 
of China represents an at- 
tempt to satisfy KMT con- 
servatives and preserve the 
government's anti-commu- 
nist credentials. His solution appeals to 
KMT liberals because it avoids making a 
claim to sovereignty over continental 
China which lacks credibility. But the 
KMT's conservative wing argue this ap- 
proach is unsatisfactory. 

Some political commentators see the 
idea of "two Chinas" emerging from the 
debate and gaining wider acceptance 
within the KMT as a practical middle 
ground. “We are going to see a movement 
for a new and independent Republic of 
China," political columnist Yang Sen-hung 
said. 

Yang compared this latest twist in KMT 
ideology with Taiwan's family planning 
slogan: "One child is okay, two children 
are just right." "Now we can say: one 
China is okay, two Chinas are just right," 
Yang said. * 
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Traveller s Tales 


rom bunker to bunker." That's 

how a pair of Sony executives 

summed up their experiences 

moving from a factory in Malay- 
sia to one in Indonesia. The way they 
batted the phrase back and forth between 
one another, they were clearly proud to 
have survived, even thrived, in their evan- 
gelical mission of bringing order forth from 
chaos. 

Sony's factory is more temple than bun- 
ker, a shrine of straight lines, smooth as- 
phalt and cool offices set amidst the heat 
and dust and disorder of Java. Only some- 
one with a religious devotion to the god of 
modern production techniques would at- 
tempt to make electronic gadgets like VCRs 
and stereos for the export market in a place 
where electricity is still a luxury. 

Near the factory, goats and chickens 
wander over the narrow, rutted road. Men 

. lie in the hot shade by drab, unlit stores 
that sell little but cigarettes, sweets 
and warm bottled drinks. 

Into the middle of this way of life 
Sony brings time clocks, work sheets 
and uniforms. Instruction sheets 
above each workstation direct every 
turn of the screw. Yellow-and-black 
striped lines mark out imaginary 
dustbins for cardboard scraps, for in 
the Japanese factory even disorder 

is ordered and catalogued. 

Factories like this are worlds 
unto themselves. Sanyo's nearby 
plant is filled with impressive equip- 
ment like computer-controlled 
lathes that could just as easily be in 
a modern factory in Japan. Sanyo 
even has brought its own electricity 
plant to Indonesia, a set of oil-fired 
turbines to produce all the electric- 
ity that the plant needs to keep run- 
ning. 

The audacity, the hubris, of establish- 
ing a colony like this is extraordinary. But 
Sony, Sanyo, Matsushita and South Ko- 
rea's Samsung seem to be succeeding, 
through a rigorous attention to detail and 
training for workers. Samsung took doz- 
ens of workers back to Korea, where it in- 
doctrinated them in the company cult of 
rising early, doing group exercises and 
singing Korean songs. 

Companies that put something into 
their workers' training find that they are 
more likely to win a measure of loyalty. 
ANone of these companies have been hit by 
the strikes that have affected hundreds of 
companies in Indonesia this year. 

The Hasi footwear factory, which turns 


y 


out more than half a million pairs of Nike 
shoes a month and boasts the distinction of 
being the US company’s biggest supplier, 
offers another view. 

Hasi likes to use priests and monks to 
help it recruit young women from the 
countryside. Its factory is, as footwear fac- 
tories go, superb — certainly quieter and 
more spacious than its counterparts in 
South Korea. Hasi is being held up as a 
model of how paternalistic management 
can ease the transition from farm to factory 
for the country's workers. 

But the rough, jerky arm movements of 
young women who grew up without elec- 
tricity learning to use sewing machines — 
part of their baptism into the world of the 
factory — betrays the strain of going from 
a village into a workshop of 8,000 workers. 

Indonesia has 2.5 million workers a year 
coming into the workforce, so it desper- 
ately needs these sorts of labour-intensive 
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Hasi factory: workshop from another world. 


industries. But it is something of a Faustian 
bargain, a bet that a generation or so of toil 
will help Indonesia bootstrap its way into 
the developed world. The race is made 
tougher by reforms in China, India and 
Vietnam, for these countries are now chal- 
lenging Indonesia's promise of low wages 
and huge labour force. 

Hasi management says that take-home 
pay for experienced workers is as much as 
US$2 a day, high in a country where fac- 
tory jobs for those lucky enough to get 
them often net only half of that. Indonesia 
is not an expensive country, but the 
women who work at Hasi nonetheless 
have to spend one-quarter or one-third of 
their earnings just to rent enough space to 
squeeze onto the floor of a room filled with 
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their co-workers. 

These are Indonesia's showcase facto- 
ries, not sweat-shops where workers can- 
not go to the toilet during work periods. 
These model factories, with their mixture 
of scientific production techniques and pa- 
ternalistic management, offer about as 
good an introduction as anyone could ex- 
pect to a world of snappy military salutes 
to superiors, to a regime of uniforms and 
time clocks. 

There are now about 10,000 Japanese in 
Jakarta, a number matched by expatriates 
from South Korea. Where the Japanese are 
cool and precise, the South Koreans are of- 
ten rough and aggressive, trying to instill 
Korea's militarised factory culture in their 
Indonesian workers. 

J. Y. Park, a South Korean who has 
spent nearly a decade in Indonesia and 
who is Hasi's senior managing director, 
says that the problem is that some Koreans 
“try to treat Indonesians like they 
treat Koreans. Most Koreans are 
very hot-tempered, shouting, yell- 
ing and hitting.” Park has simple 
advice for the nearly three dozen 
Koreans who work for him: "AI- 
ways smile.” 

Another look at Indonesia’s new 
industrial order came when the irre- 
pressible minister of research and 
technology, B. J. Habibie, insisted 
that an interview with him would 
not be complete without a visit to 
his IPTN airplane assembly operation 
in Bandung. The 120-kilometre trip 
was made in a Super Puma helicop- 
ter that had been assembled at IPTN, 
edging around volcanic peaks, look- 
ing for a way through the thicken- 
ing clouds. 

The helicopter darted around the 
Java countryside, between Jakarta and Ban- 
dung, where the rice paddies give way to 
tea plantations, probing for a way through 
the mountains. The huge chopper flitted 
over little villages, villages for whom run- 
ning water or electricity are not even a 
dream. 

For some of the children looking up as 
we went past, the world of helicopters, 
VCRs and Nikes will remain forever a 
misty, distant image. But increasing num- 
bers of them are likely to be enticed from 
the rich red soil of Java, leaving paddies 
and plantations for a world of uniforms 
and straight lines. It will be intriguing to 
see if this blend of science and paternalism 
will succeed in giving birth to Indonesia's 
new industrial order. * 
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4| For your next visit 
m to Hong Kong, why not 


stay on The Executive Floors 
at the JW Marriott Hotel? — 


where all those little extras 
don't appear on your bill... 
like in some hotels. 


It’s not just the warm surroundings that Executive Floor 
business travelers find so appealing. It's a host of important 


features such as keyed-off elevator access, in-room Elsafes, two 





phone lines, as well as...complimentary continental breakfast 
and cocktails served in one of 3 harbor-view lounges, and 


what we call a lot of little extras—at no extra charge. 


e Mercedes airport transfers 


* Use of the Executive Floors meeting room 





e No charge for local calls and credit card access calling 


e Coffee waiting at your door after your wake-up call 











e Complimentary apparel pressing on day of arrival 





*. 


JW MARRIOTT HOTEL. 


HONG KONG 


For reservations, call The JW Marrion Hotel, Pacific Place, 88 Queensway, Hong Kong Island, Hong Kong. Tel: 810 8366, Fax: 845 0737, Tix: 66899 MARTT HX. 
In Asia Pacific: KUL 238 7059, SIN 291 7300, SYD Toll Free 008 251259, TYO 3215 7285. In the US and Canada: Toll Free 800 228 9290. Contact your local travel professional or the nearest Marriog hotel 
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ust how good a year 1992 was for Asia can best be understood 

by reflecting on how bad a year it was for many other parts of 

the world. Both North America and Western Europe were 
caught in economic recessions and in a political malaise that 

led some of the most powerful politicians, including George & 
Bush, out of office. Convulsions of nationalism and ethnic 
hatred set parts of Eastern Europe aflame. For the old Soviet empire, 
Lenin statues may be gone but free markets and pluralistic politics 
remain distant dreams. 








The collapse of Lenin's USSR continued . . . 


nomic dynamism and political liberali- 
sation. The boom in southern China's 
special economic zone made at least part 
of the communist country seem remark- 
ably capitalistic. Property markets soared 
in Hongkong, Taiwan and even Vietnam. SET 
GNP growth rates in Asia were the envy of | YOR + A 
the world. r 
Cause and effect or not, this economic 
prosperity was accompanied by political 
changes increasingly towards more active 
democracy. Middle-class people power 
forced the resignation of an unelected 
former general as prime minister in Thai- 
land, followed by open elections and a 
popularly selected government. Contrary 
to conventional wisdom at the time, nation- 
al elections in the Philippines went remark- 
ably smoothly. Unprecedented national 
elections were on the agenda for Taiwan 
and South Korea. There was even a peace 
accord for Cambodia, though this seemed 
poised to collapse as the year ended. 
There was a significant exception to this 
good news in the region — Japan, where 
economic troubles were matched by scan- 
dals that threatened the collapse of the 
long-time ruling Liberal Democratic Party 
(LDP). Still, for most Asians, 1992 was 
smooth sailing, and few fret very much 
about possible storm clouds over the hori- 
zon of 1993, from the threat of trade wars 
1o political succession uncertainties in ; j 
many countries. Pro-democracy demonstrators triumphed in 
Events in Thailand were perhaps the Thailand. 


I: contrast, Asia was an oasis of eco- 
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| Deng Xiaoping 
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Bill Clinton was to succeed George Bush. 


World Environment Day 1992 





Environmentalists met their match with 
Malaysia's Prime Minister Mahathir. 
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The Miyazawa government in Japan suffered from financial scandals. 


most dramatic. As television viewers across 
the world looked on with horror, military 
forces in Bangkok opened fire on pro-de- 
mocracy demonstrators who demanded an 
end to military interference in politics. The 
bloody events of May left 52 people dead 
by official count and as many as 200 still 
missing. This most violent clash between 
the military and civilians since 1976 was 
resolved when Thai King Bhumipol 
Adulyadej summoned leaders on the two 
sides and forced them to reach a com- 
promise. The military coalition govern- 
ment gave way to Anand Panyarachun, 
who served as prime minister until free 
elections in September. 

By far the most significant aspect of this 
remarkable end to military rule was that 
the pro-democracy demonstrators were not 
just the young, or even those who had been 
especially politically active. The demon- 


Malaysia's : l 
Mahathir 
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Democracy —& 
for Hongkong 
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strators who turned out in the streets came 
from all walks of life, with studies show- 
ing that they tended to be better educated 
and had a higher income than most Thais. 
This was a clear example of how economic 
affluence led to an impatience with old- 
style politics. 

Peaceful democracy returned to Thai- 
land even before bullet scars could be re- 
moved from along the central street where 
the shooting occurred. Still, the military re- 
tained significant power in the country, es- 
pecially on the boards of large corpora- 
tions. Political pluralism and the 
deconcentration of power is about more 
than having elections, but Thais were re- 
lieved by year's end that they had over- 
come a crisis with a calm determination 
that democracy would prevail. 


newly affluent public also demand- 

ed and won unprecedented demo- 

cratic achievements in Taiwan dur- 
ing 1992. A vote for the National Assembly 
in December 1991 began a year-long pro- 
cess that would be followed 12 months 
later by the race for the Legislative Yuan. 
For the first time, the entire parliament will 
have been chosen from within Taiwan, fol- 
lowing the forced retirement in 1991 of eld- 
erly mainland parliamentarians. A genera- 
tion changed as this rejuvenation of the po- 
litical process brought a record number of 
candidates into the electoral races. 

Voting was not the only reform. Tai- 
wan also revised its laws to remove penal- 
ties for non-violent acts under its anti-sedi- 
tion provisions. This freed prisoners who 
had been convicted of non-violent political 
crimes, including those who had urged in- 
dependence for Taiwan. The shift from 
authoritarianism towards democracy in- 
cluded the highly symbolic dismantling of 
the Taiwan Garrison Command, once the 
most feared agency of the former dictator- 
ship. These changes reflected a new self- 
confidence in Taiwan, brought on in no 
small part by the enormous economic ad* 
vances that made its people among the 
most active investors in the region — espe- 
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cially on the mainland of China. 

There was a similar story in South Ko- 
rea. As the year ended, South Koreans pre- 
pared to choose a new president in the first 
election since 1963 when no candidate 
came from the military barracks. Nor was 
there a clear frontrunner, creating such an 
active campaign that voters probably won- 
dered if too much democracy could be too 
much of a good thing. The election did not 
hinge on whether South Korea would have 
open politics — this was already assured 
— but on the economy. After many years 
of high growth, the country endured a 
third quarter GNP growth rate of 3.1% — 
more than satisfactory in many parts of the 
world, but the lowest rate in 11 years for 
South Korea. 


he general trend of economic pros- 
perity leading to demands for more 
political freedom even affected 
Hongkong, perhaps the world's leading ex- 
ample of how representative government 
is not always a pre-condition for a stable 
government. According to Gatt statistics, 
Hongkong in 1991 made it on to the pote: 
list of world traders, accounting for 2.8% of 
world exports of merchandise and 27% of 
world imports. Still, the spectre of the re- 
turn of sovereignty to China remained a 
cause of uncertainty. Much was at stake 
when the colony welcomed its new and 
almost certainly last governor, Chris Patten. 
Patten’s symbolic refusal to wear the 
British imperial adornments to his welcom- 
ing ceremonies made clear that this career 
politician would be very different from his 
Foreign Office-trained predecessors. It soon 
became apparent that he would try to leave 
as many democratic institutions behind as 
possible to help ensure the “one country, 
two systems” formula for the post-1997 era. 
Patten’s October policy speech calling for 
near universal suffrage for the “functional 
constituencies” in the local government 
caused Peking to issue outraged statements 
accusing the new governor of ignoring 
prior agreements limiting democracy in 
Hongkong. Despite the reaction from Pe- 
king, or perhaps in part because of this re- 
action, the people of Hongkong gave 
Patten's proposals broad support in opin- 
ion polls. The stockmarket's Hang Seng 
Index, perhaps the best barometer of busi- 
ness confidence, set a new record above 
the 6,200 mark even after Patten made a 
trip to Peking, where he was snubbed for 
his bold proposals. In November, the 
Hongkong Legislative Council gave 
,Latten's proposals general backing by the 
surprisingly large margin of 32 votes to 21. 
As the year ended, however, China's 
threat that it would not necessarily recog- 
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Korean political succession: elections in the 
south, Kim Jong Il in the north. 


nise the validity of contracts after 1997 was 
seen as a sign of a tough line by Peking 
against Patten's proposals. The Hang Seng 
Index tumbled by 1,000 points, or 17 per- 
cent, over the few days after the dispute 
began in late November. Hongkong sud- 
denly looked like a risky place to do busi- 
ness. To many investors, the most signifi- 
cant aspect of the confrontation was that 
officials in Peking were indeed willing to 
sacrifice its goose with the golden eggs 
rather than run the political risk of a more 
democratic Hongkong before 1997. 

China runs the risk of fallout in 1993 
from its power politics with Hongkong. 
But for most of 1992 the story of the year 


The UN could not bring peace to Cambodia: 
Hun Sen (left, centre) and Prince Sihanouk. 
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for the region remained China, where eco- 
nomic reforms in the south continued with 
no apparent decline in the power of the 
communist regime in Peking. Paramount 
leader Deng Xiaoping continued his calls 
for a “socialist market economy,” which 
can perhaps be best understood as an 
oxymoron with particularly Chinese char- 
acteristics. Still, Deng had a successful year, 
culminating in the 14th Congress of the 
Communist Party of China, which pledged 
that Deng’s market “reform and opening” 
would remain policy for 100 years. 


eng spent much of the year cam- 
IBS for his economic reforms, 
featuring tours of Shenzhen and 
Shanghai. He set the target GDP growth rate 
for this Five Year Plan at 12%, which could 
make China one of the next tigers of Asia, 
and perhaps some day the importer long 
dreamed of by exporters around the world. 
GDP growth this year was an enviable 11%, 
according to official figures. There were, 
however, some conspicuous growing 
pains. In August, tens of thousands of peo- 
ple lined the streets of Shenzhen hoping to 
buy corporate shares — more precisely, 
they lined the streets for the mere chance of 
participating in a lottery whose winners 
would be allowed to buy shares. They were 
forced to wait for days in enormous queues, 
only to learn that many shares had already 
been sold, raising accusations of corruption 
by local officials. Riots resulted, underlin- 
ing the enthusiasm for capitalism in still 
communist China. Perhaps shareholder 
democracy will spur political reforms. 
Uncertainty over how long economic 
liberalisation could co-exist with a contin- 
ued totalitarian political system did not 
stop foreign investors from looking to Chi- 
nese firms. Taiwan and Hongkong inves- 
tors were among the most active. Still, 
doubts about who and what comes after 
Deng were heightened when he appeared 
physically fragile at the Party Congress. He 
was politically strong enough to banish 
several pretenders to the supreme leader- 
ship, but even the infighting only under- 
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Burma kept Aung San Su Kyi under 
detention. 


scores the point that the country's changes 
do not include any loosening of control by 
the party; for China, it appears, there must 
always be an emperor. Still, the experience 
elsewhere of economic advances creating a 
middle class that demands political 
freedoms does not bode well for the stabil- 
ity of this system, even in China. 

There is another huge country in Asia 
with a history of a closed economy that 
has recently opened to the world: India. 
Prime Minister P. V. Narasimha Rao put 
the Congress Party through internal elec- 
tions for the first time since 1972, forcing 
members of the working committees that 
form the core of the party to campaign for 
their roles. The prime minister also intro- 
duced a budget in February 1992 that went 
far towards fiscal reform and economic lib- 
eralisation. India still has a long way to go 
to create the free markets that have en- 
riched much of the rest of Asia, but the 
trend seemed clear until December when 
fanatical Hindu groups demolished an old 
Mosque. This led to an orgy of sectarian 
violence that threatened Rao's political pro- 
gram of economic modernisation. 

Steady economic growth was the order 
of the year in Malaysia, Singapore and In- 
donesia. Malaysia remained one of the 
world's fastest growing economies, with 
real growth expected to be 8.7% in 1992. 
As always, this level of growth created its 
own potential problems, including infra- 
structure troubles (a near nationwide 
power blackout occurred in September) 
and labour shortages. Malaysian Prime 
Minister Datuk Seri Mahathir Mohamad 
was a leading figure on the stage of Asean 
statesmen in a year that included his role 
in facing down environmentalists largely 
from the developed world. They had 
hoped to use a UN-sponsored Earth sum- 
mit to slow down deforestation, an argu- 
,uent that Mahathir suggested would help 
keep countries such as Malaysia less devel- 
oped. Domestically, uncertainty remained 
high over the question of who would suc- 
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It was a tough year on the Tokyo Stock 
Exchange. 


ceed Mahathir, with several contenders 
emerging. 

In Singapore, growth continued at a lit- 
tle less than a 5% rate, excellent by world 
standards, though a slower pace than sev- 
eral neighbours or Singapore itself 
achieved in recent years. Meanwhile, coun- 
tries from China and Vietnam to Kaza- 
khstan invited Singapore's Senior Minister 
Lee Kuan Yew to give them advice on re- 
viving their economies. News in December 
1992 that the two deputy prime ministers, 
Lee Hsien Loong and Ong Teng Cheong, 
had been diagnosed with cancers raised 
doubts about who would succeed Prime 
Minister Goh Chok Tong. 


gramme paid off as non-oil exports, the 

main target of the reforms, jumped more 
than 20% in the fiscal year ending in March 
1992. Inflation seemed under control as the 
year ended and excellent results in labour- 
intensive manufacturing made Indonesia 
an attractive place to invest, but so far little 
progress has been made on planned priva- 
tisation. As in Malaysia and Singapore, 
political succession remained a difficult is- 
sue in Indonesia as President Suharto pre- 
pared to seek his sixth five-year term. 

Asia retains more than its fair share of 
Cold War-era totalitarian regimes. North 
Korea remained a model of blinkered com- 


vs; ambitious deregulation pro- 
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Singapore's Lee Hsien Loong (/eff) and Goh 
Chok Tong. 


munism under the fists of Kim Il Sung and 
his son, Kim Jong Il. A worried world won- 
dered how close North Korea might be to 
developing a nuclear weapon. In Burma, 
there was a brief flicker of hope that the 
ruling military regime — the State Law and 
Order Restoration Council, known as 
SLORC — would relax its tight rule. It did 
release a few political prisoners and al- 
lowed the family of dissident and Nobel 
Peace Prize winner Aung San Suu Kyi to 
visit her, though she remains under deten- 
tion. But there was no sign that Burma 
would soon emerge from its isolation. 

Of all the countries in the region, Japan 
may have had the most difficult year. No 
matter how successful a country may be, 
trends count for much, and the trend in 
Japan was towards economic recession and 
deep political uncertainties. Growth fell to 
a could-this-be-Japan? rate of some 1.6%, 
and markets were alarmed by the combi- 
nation of increasing unemployment, fall- 
ing sales and a credit crunch. The govern- 
ment responded with a huge public-spend- 
ing plan that left many analysts unim- 
pressed. The Nikkei stock average fell by 
60% in the two and a half years up to the 
summer of 1992 when it appeared to stabi- 
lise, but the continuing collapse in prop- 
erty prices, bringing a crisis to the banks, 
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Fidel Ramos was elected in the Philippines 
and the US left Subic Bay. 
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Rao's economic reforms were in doubt after 
religious violence in India. 


caused many investors to concentrate their 
attention on other parts of Asia. 

Troubles in the economy were exacer- 
bated by political mayhem caused in part 
by financial scandals. The most serious epi- 
sode came in August, when political king 
maker Shin Kanemaru announced that he 
would resign as vice-president of the per- 
ennially ruling LDP. He admitted that he 
had received a large payment from the 
former president of the Tokyo Sagawa 
Kyubin trucking company, whose payoffs 
to politicians were already a huge scandal. 
The public was outraged when prosecu- 
tors struck a deal with Kanemaru that let 
him pay a fine of Y200,000 for his Y500 mil- 
lion in illegal contributions —a fine equiva- 
lent to US$1,600 in contrast with the illegal 
payment of US$4 million. 


anemaru eventually resigned, but 

the episode led to deep troubles for 

the leading so-called Takeshita fac- 
tion of the LDP, which Kanemaru had led. 
Despite this latest of many influence-ped- 
dling scandals in Japan over the past few 
years, no changes were in sight for a gov- 
ernment-industry system that encourages 
businesses to arrange valuable financial fa- 
vours to politicians in exchange for valu- 
able political favours for businesses. 

For those who doubt the ability of the 
UN to play a significant role in the New 
World Order, Cambodia became Exhibit A 
during 1992. Peace accords under the aus- 
pices of the UN were signed in October 
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China's Li Peng (/eff) and Vietnam's Vo Van 
Kiet toast, under the gaze of Ho Chi Minh. 


1991, but by the end of 1992 the chief result 
of the “peace process" appeared to have 
been to legitimise the murderous Khmer 
Rouge. It was an equal participant in dip- 
lomatic activities and retained arms that 
other factions in the country handed over 
to UN forces. The Khmer Rouge refused to 
disarm, instead calling on "Vietnamese 
forces" to be ejected from Cambodia, yet 
no evidence was given that Vietnam re- 
tains any troops in the country. Yasushi 
Akashi, the head of the UN peacekeeping 
group that pledged to spend billions of US 
dollars to pacify Cambodia, sounded in- 
creasingly pessimistic about the chances of 
peace or democracy. 

One beneficial effect of the UN presence 
was the opportunity the relative peace 
brought to the long-forgotten guerilla army 
known by the acronym Fulro. The anti- 
communist Montagnards agreed to end 
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Vietnam released information about US 
prisoners of war. 


their nearly 20-year war with Vietnam and 
leave Cambodia for the US. 

As the year ended, one would-be Asian 
tiger looked for help from an old enemy. 
Vietnam, which has been liberalising its 
economy (partly by necessity because of 
the end of Soviet aid), hoped to persuade 
the US to lift its trade embargo by trying to 
comply with US demands. These included 
efforts to account for US soldiers missing 
in action or taken prisoner during the Viet- 
nam War. An unprecedented level of co- 
operation by Vietnam on this issue height- 
ened the possibility that US-Vietnam nor- 
malisation would come in early 1993. Still, 
Hanoi retained a sharp totalitarian flavour, 
including sentencing the country’s first 
member of Amnesty International to 20 
years in prison for “subversive” activities. 

Asia has settled the question of whether 
economic progress can occur before liberal 
politics. It can. What remains very much in 
doubt, however, is how long the growing 
middle class in the region will condone 
rigid, often unrepresentative political sys- 
tems. The question of who succeeds the 
current generation of leaders, for example, 
remains especially troubling in non-demo- 
cratic countries. Markets abhor uncertainty, 
and from Hongkong to China and even 
Japan, political uncertainty is a risk citizens 
and investors must face. = 


This is excerpted from Asia Yearbook 
1993, a Far Eastern Economic Review publica- 
tion, available in bookstores this week. 
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AND ATTENTION ALL THE WAY. 


Asiana has a sparkling young fleet of Boeing 747-400s to whisk you away in comfort, 
convenience and style. 

But the real difference comes from Asiana people. People dedicated to 
impeccable service. Unabashed attention. And charming natural concern that you 
arrive with an Asiana smile of satisfaction. 


Asiana Airlines: Wings waiting for you. 
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* For Reservations 
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Exhortations to politicians have little effect. Government efforts to get people to save are failing. 
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Our favourite books 





Recommendations from some distinguished readers 


Mulk Raj Anand, Indian novelist and essayist. 
This year I re-read two books by Tom 


. Paine which had become my bibles of 


. human freedom half a century ago, Com- 


mon Sense and Rights of Man. It is strange 


- that both these books are relevant to the 


urges of people for liberation in the coun- 
tries of Asia, which emerged into freedom 
from imperialism after World War II. 

In India, the framers of the Constitution 
wisely embodied fundamental human 
rights for men and women, doubtless 
under the impact of Tom Paine's writings 
on Jawaharlal Nehru and Dr B. R. Am- 
bedkar. 

I read Common Sense out of nostalgia for 
the words of the pioneer who had sought 
to rescue men from the tyranny of George 
III, from a system in which there were few 
lords and many commoners. I then refresh- 
ed myself by reading Rights of Man, which 
served as the basis for the French De- 


. daration of Rights after the 1787 revolu- 


tion. 

Perusing these two books, I feel that 
some men have turned the world upside 
down. Buddha liberated tribal folk from 


. the Brahminical caste system in the 6th cen- 
. tury, BC; in the 18th century, Tom Paine, 


together with George Washington and 


. Benjamin Franklin, liberated America; and 
in the 19th century, Abraham Lincoln 
. emancipated the slaves. 


Phillipe E. Annez, Chief of Mission, Thailand, 
The World Bank. 

Marvin Minsky's Society of Minds ex- 
plains why random information, and even 
trivia, is important and makes the human 
mind superior to computers. His hypo- 
thesis is that our brain is made of a huge 
number of independent processors that re- 


. late to each other slowly and inefficiently, 


in parallel, unlike the linear processors of 


. most computers. 


Minsky's book itself is a model of what 


-heis trying to say. Each page is a thesis, an 
_ idea in itself. But you have to read all of 


them, not necessarily sequentially, to 
understand his point. He wrote the book 
the way he says the brain works. 

The classic Vietnamese early-19th cen- 
tury poem "Kieu," by Nguyen Du, cap- 
tures the Vietnamese consciousness by de- 
scribing a young woman's fight for sur- 
vival and dignity through a tumultuous 

e over which she has no control. Just as 
she is about to marry she is dragged off 
from her prominent family and thrown 


into prostitution. From there the poem 
chronicles the sharp twists and turns of her 
life, between misery and glory: each time 
the cause of her demise can be seen in her 
most recent success, and the cause of her 
successes in her previous misery. 


Cassio Luiselli Fernandez, Ambassador of 
Mexico to the Republic of Korea. 

North American Free Trade: Issue and Rec- 
ommendations, by Gary Clyde Hufbauer 
and Jeffrey J. Schott, is a timely and com- 
prehensive book. It explains and analyses 
the major economic transformations and 
consequences expected to result from the 


Ernesto Garilao, Agrarian Reform Secretary 
of the Philippines. 

I don't read fiction these days. | am 
reading Captive Land, by James Putzel, on 
land reforms in the Philippines. I enjoyed 
In Search of Time, by Stephen Hawking, 
which I read because it's there. I have been 
reading Mainsprings, by Anthony Demelo, 
on the spiritual life. I also enjoyed Moments 
of Doubt, an account of a mountaineering 
expedition that depicts how the human 
will can surmount great obstacles. 


Ahn Jung Hyo, Korean novelist and transla- 
tor. 
My interest in Nikos Kazantzakis began 


, When I picked up a copy of Report to Greco, 
# his posthumously published autobiogra- 
5 phy, in an antiquarian bookstore in Seoul 


C many years ago. At that time I knew he 





recently negotiated Nafta [North American 
Free Trade Agreement], among Canada, 
the US and Mexico. 

Nafta will undoubtedly have a lasting 
impact on the economies of the Asia-Pa- 
cific region. As the authors state, Nafta is 
an integration of the "lesser kind," since it 
lacks the features of a common market 
with substantial policy coordination and 
external common tariffs. Nevertheless, 
Nafta's influence in Asia will likely be felt 
in the areas of trade creation, trade diver- 
sion and investment. 

The book suggests correctly that Nafta 
will enable Mexico to gain guaranteed 
access to the large North American mar- 
ket, and along with that, the benefits of 
economies of scale and a huge pool of tech- 
nologies. Trade creation is likely to affect 
some Asian countries, particularly South- 
east Asian NICs. But overall the trade crea- 
tion effect will dynamise the economy of 
North America, offsetting potential eco- 
nomic losses. 

Economic growth and expanded trade 
and investment will increase more rapidly 
in Mexico. The mechanisms governing 
Nafta will insure transparency and ac- 
countability — an important feature of 
Nafta to be considered by the Asian NICs 
often affected by arbitrary quotas, rules 
and other non-tariff barriers. 


FAR EASTERN ECONOMIC REVIEW 


had written Zorba the Greek but had not 
read that classic yet. 

Kazantzakis was an extraordinary man. 
He was never satisfied with his achieve- 
ments and strived to become a god. Read- 
ing the life story of a man who refused to 
accept the limitations of the human condi- 
tion was for me a strange and overwhelm- 
ing experience. His pilgrimage to Mount 
Athos was an odyssey in search of human 
divinity. 

| expected Kazantzakis, A Biography, by 
his wife, Helen, would read like a sequel to 
Report to Greco. But this "biography based 
on his letters" showed the human side of 
the man, and allowed a peek into the se- 
cret life of this ascetic searcher. 

Reading Report to Greco and Kazantzakis 
together offers a fine introduction to a 
modern-day Ulysses. Then the reader can 
turn to Kazantzakis’ epic, The Odyssey, A 
Modern Sequel. 


Abdul Kadir Jasin, Group Editor, New 
Straits Times, Kuala Lumpur. 

Lynn Pan's Sors of the Yellow Emperor: 
The Story of the Overseas Chinese enriches 
our knowledge of the Chinese people and 
their unique history. It describes the suffer- 
ing they endured in their own country and 
the fortunes they made in foreign lands 
after undergoing great hardships. It makes 
timely reading in view of the rapid changes 
taking place in China. 

Islamic Frontiers of China: Silk Road Im- 
ages by How Man Wong and Adel A. 
Dajani, describes the adaptability of Islam 
and its ability to survive in harsh and 
sometimes cruel environments. It shows 
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€— "T. Chinese civilisation — its 
ability to accommodate alien cultures. 


Hakjoon Kim, Chief Press Secretary to and 
Spokesman for the President, the Republic of 
Korea. 

The Korean Democratic People's Republic: 
The Inside Story, a collection of articles by a 
team of Seoul journalists, describes in un- 
precedented detail and depth what really 
took place in North Korea in the three 
years from August 1945, when the Soviet 
Army occupied the country, to September 
1948, As Kim Il Sung founded the com- 
munist state. 

The authors, all in their 30s, travelled to 
the ex-Soviet Union, hitherto barred to 
South Koreans, and interviewed ranking 
Soviet military officers who had master- 
minded the creation of the hermit king- 
dom, and North Korean officials, officers 
and dissidents who went into exile in the 
Soviet Union after losing out in power 
struggles against Kim and his cohorts. 
They also spoke with North Korea-watch- 
ers in the US, China and Japan. 

Their objective, vivid and exhaustive 
report vindicates the “traditionalist” view 
that Kim Il Sung had nothing to do with 
the “liberation” of North Korea, and that 
in fact Kim was "elected" prime minister 
under the influence of the Soviet occupa- 
tion forces, contrary to Pyongyang's claim 
that he rose to power in his own right. 


Tommy Koh, Director, Institute of Policy 
Studies, Singapore. 

Like Norman Cousins, I believe that 
laughter is therapeutic. I highly recom- 
mend David Lodge's Changing Places, a 
very funny book about the contrasting ex- 
periences of a very square and unsuccess- 
ful English university teacher who went to 
teach at a university in California, and a 
sophisticated and famous American uni- 
versity teacher who taught at a cold and 
dreary university in England. Another 
noteworthy humorous book is The Laugh- 
ing Sutra, by Mark Salzman, a graduate of 
Yale in Chinese studies. 

Singapore's foremost storyteller in Eng- 
lish is Catherine Lim. Her latest volume of 
short stories, Deadline For Love, is a must- 
read for her fans. Koh Buck Song is the 
book review editor of the Straits Times and 
the editor of the Singapore literary maga- 
zine, Singa. Koh is also a poet. A Brief His- 
tory of Toa Payoh is his first book of poems. 
It is an impressive debut. I hope these two 
books will reach readers beyond the shores 
of Singapore. 

The spring 1991 issue of Daedalus, "The 
Living Tree: The Changing Meaning of 
Being Chinese Today," contains an excel- 
lent collection of scholarly essays that have 
particular relevance to the approximately 
30 million Chinese who live outside China. 
The longest book is John King Fairbank's 
China, A New History. In 432 pages, 
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Fairbank has tried to capture in very read- 
able prose the last 4,000 years of China's 
history. It is a formidable achievement. 


Stan Lai, Taiwan playwright and film maker. 

Of all the trouble spots in the world, 
Tibet strikes me as unique. For in Tibet, a 
vast ocean of human wisdom and culture 
is facing destruction. Freedom In Exile: The 
Autobiography of the Dalai Lama inspires 
awareness as well as compassion on the 
part of the reader. 

Other books on Tibetan Buddhism are 
stimulating for the outlook on life they pro- 
vide. For example, Relative World, Ultimate 
Mind by the Twelfth Tai Situpa, deals with 
creativity and the arts from a unique per- 


spective. 


Lin Cheng-chieh, charter member of the 
Democratic Progressive Party in Taiwan. (A 
Rose in Full Bloom by Yang Tzu-chun, Lin's 
ex-wife and a former folksinger, is an account 
of Yang and Lin's 10-year marriage during 
which he built his career as an opposition poli- 








tician, first in the Taipei City Council and then 
in the national legislature.) 

The Chinese Buddhist sutras provide a 
methodological framework for observing 
the world and analysing everything in it. 
They also offer guidance on the most di- 
rect way of communicating with other peo- 
ple. 

Everybody wants to read about my di- 
vorce with Yang Tzu-chun, but all they can 
learn about in A Rose in Full Bloom is the 
tangwai (opposition movement). 


Christine Loh, business executive and Legis- 
lative Counsellor, Hongkong. 

Wisdom and Strength: The Biography of a 
Renaissance Masterpiece, by Peter Watson, is 
a great work of history written like a 
thriller. 

Paolo Veronese's “Allegory of Wisdom 
and Strength" hangs in the Frick Collec- 
tion in New York. This masterpiece was 
painted in late 16th-century Venice for 
Rudolf IL, the Habsburg emperor. Upon 
completion, the painting was sent to 
Prague. 

The biography traces the painting's 
provenance and the way it changed hands 
across Europe before ending up in the US, 
in the process witnessing wars and revolu- 
tions, and the lives of its array of famous 
and infamous owners. 


FAR EASTERN ECONOMIC REVIEW 


“rg 


Liu Binyan, one of China's leading em 
lives in exile in the US. 

I first read Perry Link's Evening Chats 
Beijing: Probing China's Predicament i 
manuscript form. Reading it again today, I 
discovered many new ideas. The in 
tuals interviewed for this book offer Kei 
tions to many of the important issues af- | 
fecting China today. , 

Following the 1989 political earth- - 
quakes in China and Eastern Europe, why | 
is it that only the Chinese Communist - 
Party has survived — and keeps the 
economy growing faster than that of any 
former communist country? The answer - 
may lie in the fact that China has no 
Andrei Sakharov. 

Link's analysis of the pre-1989 period 
helps to explain why the democracy move 
ment failed. The book's greatest value, 
however, lies in its encyclopaedic m 
ment of the present situation of the Chi- - | 
nese intellectuals and their special place i in. | 
history during the past century. 


Lege 


Thomas Keng Lu, publisher of Pai Shing, 
Semi-Monthly in Hongkong. 7 

As a veteran journalist, I have been 
studying Deng Xiaoping since 1977, but p 
did not have a clear understanding of the - 
man until I read The Empire of Deng Xiao- 
ping by Ruan Ming, published in Taiwan -. 
in Chinese. 

The author was a member of Hu . 
Yaobang's brain trust, and served as | 
Deputy Director of the Theoretical Studies | 
Institute of the Central Party School. He 
knows things from the inside. 

Ruan vividly portrays Deng as both - 
revolutionary and despot: “Deng seemed _ 
at times clear-headed, at time muddle- - 
headed, as he steered the Chinese revolu- - 
tion and reform movement through a dec- - 
ade, sometimes advancing, sometimes re- - 
treating, driving people between hope and ; 
des 

“His father-knows-best attitude com- 
bined with personal obstinacy drove Deng - 
to act against his own rational conclusions. 
He did not assume important posts, al- - 
though others treated him as head of. 
household. And he himself became 
accustomed to acting as a patriarch, - 
turning in fact into a supreme emperor." 

No other description of Deng is so pro- 
found. 


Don McKinnon, Deputy Prime Minister of | 
New Zealand. 

When in 1991 Sara Henderson was 
named Bulletin /Qantas Businesswoman of 
the Year, this extraordinary woman's cour- - 
age and wonderful spirit became known - 
throughout Australasia. From Strength to 
Strength: An Autobiography reads like the - 
life of a modern-day Indiana Jones. e 

At the age of 19, a tragic accident left- 
Sara paralysed. Doctors’ grim predictions 
were proved wrong when with resolute 
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determination she walked again. 

Sara married an American war hero 
and the resilience and courage that had al- 
ready surfaced in the young girl carried 
her through a life that encompassed 
luxury, expatriate life in Manila and Hong- 
kong, survival at sea through the eye of a 
typhoon, escapades in Japan, and the hu- 
miliating unfaithfulness of her beloved 
husband, Charlie. Yet none of this pre- 
pared her for her new home, a tin shack 
with no water surrounded by tens of thou- 
sands of acres of red dust in the remote 
Northern Territory, where she founded 
Bullo, a cattle ranch. Thus began 20 years 
of struggle. 

For Sara, living in isolation and carving 
something out of the wilderness is only a 
development. This businesswoman has 
only started. There's the abattoir, auctions 
to attend, new machinery to purchase, and 
now Sara is booked for speaking engage- 
ments around the world. In her own words 
her plans for Bullo "cover about a hundred 
years." In From Strength to Strength we get 
to share just 20. 


Y. C. Pan, Taiwan-born Counsellor (Develop- 
ment) at the Canadian Embassy in Peking. 
The closer Deng Xiaoping gets to Nir- 
vana, the more urgent and fascinating be- 
comes the question: What next? 
Against the forces of political liberalisa- 
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tion are ranged the iron control of the Chi- 
nese Communist Party (CCP) and the Chi- 
nese people's immemorial tolerance for 
despotism due to their general disengage- 
ment from politics. Which of these forces 
will prevail? That, according to Tomoyuki 
Kojima's Choices Facing the CCP, will deter- 
mine what's next. 

Whatever happens, the Chinese charac- 
ter will remain unchanged. One of the out- 
standing characteristics of that character is 
a capacity for self-preservation. The Chi- 
nese Government's White Paper on Human 
Rights in China tells more about the Chi- 
nese mind than it does about human rights 
on the mainland. The White Paper argues 
that the CCP has legitimacy because it 
looked after the most important aspects of 
human rights — food, shelter and basic 
health. The party may hypnotise itself into 
believing that. But people are forward 
looking and past achievements cannot 
guarantee future acceptance, as George 
Bush found out. 

The same talent for self-persuasion ap- 
pears in the Chinese novel, A Chinese 
Woman in Manhattan, by Zhou Jin. Written 
with overwhelming ignorance, the writer 
ascribes her business success to her innate 
Chinese superiority over the Americans 
around her, much as the post Opium-War 
mandarins persuaded themselves of the 
superiority of the Chinese race over the 






Europeans. That this book is a best seller in 
China speaks volumes about the Chinese 
mentality. 


Chris Patten, Governor of Hongkong. 

I had no holiday this year so my read- 
ing has been more limited than usual. | 
have chosen two bits of escapism to help 
me through to the Christmas break, when 1 
am hoping to tackle Barry Unsworth's 
Booker Prize winner, Sacred Hunger. 

First escape — I re-read Rex Warner's 
Aerodrome, a marvellous celebration of free- 
dom and the liberal spirit, cluttered and 
messy though they can be. Warner was 
really attacking that totalitarian “effi- 
ciency” advocated by many appeasers and 
natural authoritarians in the 1930s. I have 
never understood why Aerodrome is not 
more widely known and read. I only 
learned about it from Anthony Burgess. 

Second escape — Robert Daley's Por- 
traits of France. I am a relentless Francophile 
and Daley's lovely book of essays on the 
country we both love is evocative and in- 
formative. | particularly liked his chapter 
on de Gaulle's home at Colombey les Deux 
Eglises. Daley is an American whose love 
affairs with both a French girl and France 
are told with great dash. Like a browse 
through the Michelin guide, it made me 
both nostalgic and enthusiastic about treats 
still to come. 
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Donald Richie, Arts Critic of The Japan 
Times in Tokyo. 

Since I write mainly about Japan, I read 
mainly about Japan as well. And of all the 
books I read last year, four were of un- 
usual interest, perhaps because they are a 
part of the new scrutiny that Japan is now 
enjoying. This takes the form of a more 
precise description of the way things really 
are. Indeed, after The Enigma of Japanese 
Power and In the Realm of a Dying Emperor 
it has become impossible for a writer on 
Japan to continue making models and 
spinning theories. The writer must now 
observe actuality. 

Rey Ventura, an “illegal alien” labourer 
in Japan, shows the country from the bot- 
tom in his Underground in Japan. In her 
Women of the Mito Domain: Recollection of 
Samurai Family Life, Yamakawa Kikue 
shows the country as it truly was, un- 
touched by later interpretations and gener- 
alities. The amount of sheer theory that 
went into explaining, or creating, the "tra- 
ditional Japanese woman" is amply illus- 
trated in the collection of papers edited by 
Gail Bernstein as Recreating Japanese 
Women: 1600-1945. Finally, the collection 
Otherness of Japan, edited by Harumi Befu 
and Josef Kreiner, where it is agreed that 
scholars of Japan (and everything else) are 
conditioned by their own cultural preju- 
dices — a thesis which is devastatingly and 
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entertainingly worked out. 


Shen Tong, chairman of the Newton, Massa- 
chusetts-based Democracy for China Fund, 
lives in exile in the LIS. 

Samuel Huntington's The Third Wave: 
Democratization in the 20th Century, is a 
comprehensive study of several nations 
moving toward democracy that pays spe- 
cial attention to the forces at play in the 
1970s and 1980s. 
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Gandhi's Truth, by Eric Erikson, and 
Thomas Jefferson's Political Writings have 
long been among my favourite books, but 
they were particularly meaningful to me 
when I reread them during my recent trip 
to China after three years in exile. 

When the Peking Municipal police ar- 
rested my colleagues and me at my moth- 
er's home in September, they allowed me 
to take along one book, Jefferson's writ- 


ings. Denied access to other writing or peo- 
ple other than my guards and interroga- 
tors, | returned to Jefferson many times, 
and came to appreciate more and more 
how precious are the ideals for which he 
stood. 


Kushwant Singh, journalist, author and edi- 
torial adviser to Penguin India. 

My year's reading exceeds 60 books and 
almost as many manuscripts for Penguin. I 
rejected all but three manuscripts but en- 
joyed reading many books of fiction, bio- 
graphy, religion and politics. 

The year started well with Indrani 
Aikath-Gyaltsen's Daughters of the House, 
based on her childhood in Bihar in a happy 
all-female set-up till the arrival of a young 
neighbour who upsets the equilibrium of 
the household by marrying a maiden aunt 
and seducing her niece. 

Guru, by John Michener, for a while 
with the British High Commission in Delhi, 
is a study of the Godmen in India. Miche- 
ner concedes their hold on the masses but 
debunks their messages: they have nothing 
new to say. 

Of special interest was the biography 
John Masters: A Regimented Life by John 
Clay. Masters served with the Gurkhas and 
most of his novels including Bhowani Junc- 
tion are based on Indian themes. Although 
not as good a writer as Rudyard Kipling, 


120 DIFFERENT 


COUNTRIES FEEL LIKE HOME. 


It’s an unbeatable combination, which no other credit card can offer. 


Thomas Cook the inventor of modern travel services, in partnership with MasterCard the master of the 
modern bank credit cord, now serves MasterCard cardholders in approximately 120 countries and territories. 
Simply step into any of Thomas Cook's 1600 offices around the world, and well help you with services 





ranging from lost or stolen card reporting to emergency card replacement and emergency communication, from 


travel planning to airline ticket revalidation, rerouting and reticketing. (All services, of 


course, are free of charge.) 


Better yet, you'll be greeted with a warm smile, instead of cold static on a telephone line. 


So now with MasterCard, you've got a friendlier world in your hands. 


YOU'VE GOT THE WHOLE WORLD 
IN YOUR HANDS 





EVEA ACERT OERE CENAE 





he is a better story teller and knew Indians 
- better than almost any English writer, in- 
. cluding E. M. Forster. Clay traces Masters’ 
- genealogy. One of his great-grandmothers 
being Indian, Masters suffered the stigma 
of having a bit of the tarbrush throughout 
_ his years in an English public school, Sand- 
— hurst and in service. 
The Hunt for K by Ramesh Menon de- 
serves special mention. Like Shashi 
Tharoor’s The Great Indian Novel this is 
- based on the Mahabharata. But while 
. Tharoor uses the epic to lambast Mrs Gan- 
. dhi's regime, Menon uses it to denigrate 
the rule of Rajiv Gandhi. K stands for 
_ Krishna who promised to reincarnate him- 
— self whenever the world is plagued with 
 evil-doing. K arrives as a terrorist and 
. bumps off corrupt politicians and senior 
-policemen who protect them. After half a 
dozen have been slain, a young detective- 
inspector from Bombay arrives in Delhi, 
tracks down K and kills him in the same 
— manner the divine Krishna met his end. 


. Su Xiaokang, producer of the film "River 
. Elegy,” and editor of Democratic China in 
. Princeton. 

In Chats on Chinese History on the Banks 

- of the Hudson River, author Huang Renyu 
A develops the thesis that social organisation 
- jn pre-modern China was so rudimentary, 
. and the administration of finance, taxation 

. and communications so underdeveloped, 
2 _ that the empire was “mathematically un- 
Us manageable." 

— . have greatly enjoyed reading the fic- 
tion of Eileen Chang (Zhang Ailing). Her 
— work sheds light on the relationship be- 

. tween Shanghai literature in the 1930s and 
— writing by Chinese writers in Taiwan and 
Ca overseas during the same period. 
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. Junichiro Suzuki, editor of The Japan Times 
Having grown up in the 1930s and early 
1940s, I suffer from an acute curiosity- 
_ knowledge gap concerning the events of 
that particularly violent period of modern 
history. All I had during that period were 
- those bits and pieces of information a child 
— might snatch from his parents’ whispered 
conversations, and censored newspapers 
and films. This sense of loss persists to this 
day because I was not allowed to learn 
about contemporary history while it was 
. happening. ; 
l Hitler no Tatakai (Hitler's Battle), by the 
noted war historian, Noboru Kodama, was 
a particularly satisfying read. It is a re- 
. strained yet full-bodied account of Hitler 
the man and the historical phenomenon 
that spans the 20-odd years from his ob- 
scure beginning as a provocateur in Mu- 
nich to his self-destruction in a besieged 
— bunker in Berlin. 
Kodama gives testimony to the count- 
less leaders and common people in and 
outside Germany who courageously chal- 
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lenged the power of this extraordinary dic- 
tator and finally brought his mad drive to 
a halt. 

How Japan was drawn into the disas- 
trous alliance with Nazi Germany is told 
lucidly. One interesting revelation is that 
Hitler never thought of Japan as anything 
more than a strategic pawn, and had a low 
opinion of the Japanese and their culture. 
When Japan's initial military successes in 
Pearl Harbour and Southeast Asia were 
brought to his attention, Kodama, citing 
notes taken by a Hitler aide, writes: “Hitler 
became uneasy about Japan going too far 
in damaging British interests in Asia and 
about the possibility of the Japanese offen- 
sive reaching the West Coast of the US.” 


Richard Williams, US Consul-General in 
Hongkong. 

I receded into the past with a lot of my 
reading this year. Starting with several of 
Shakespeare's plays l'd never read, I then 
went on back to some Chaucer, a trans- 
lated Beowulf, and finally Vasari's Lives of 





the Artists. I'll never be able to look at the 
Sistine Chapel ceiling again without think- 
ing of the pungent aroma of the Renais- 
sance, now that Vasari has left me with the 
factoid that Michelangelo wore his dogskin 
leggings for so long that when he took 
them off his skin came off with them. 

In a lighter vein I enjoyed more of the 
wonderful Oxford paperback series on 
Asia, notably Peter Hopkirk's Foreign Dev- 
ils on the Silk Road. And I wouldn't think of 
getting on a plane without an Elmore 
Leonard thriller for solace. 


Walter Woon, Vice-Dean of the Law Faculty, 
National University of Singapore, and an ap- 
pointed MP in the Singapore Parliament. 

I have recently read the five volumes in 
John Buchan's classic Richard Hannay se- 
ries — The Thirty-Nine Steps, Greenmantle, 
Mr Standfast, The Three Hostages, and The 
Island of Sheep — though The Thirty-Nine 
Steps has twice been made into a film (each 
time departing substantially from the origi- 
nal). Although somewhat dated in attitude 
— all were written when Britain was the 
world's leading power — each neverthe- 
less represents a long weekend's interest- 
ing reading. Unlike many popular authors, 
Buchan does not insult the reader's intelli- 
gence. His books' value lies in their good 
direct prose and simple action. 
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Harn Yawnghwe, director of Associates to 
Develop Democratic Burma in Quebec. 

For reference in my work as the 
editor of Burma Alert, I frequently use 
Martin Smith's Burma: Insurgency and the 
Politics of Ethnicity, a virtual encyclopaedia 
of Burmese politics; Outrage by Bertil 
Lintner, which documents the 1988 upris- 
ing; and Shan of Burma by Chao Tzang 
Yawnghwe. 

Mya Maung's Burma Road to Poverty is a 
valuable work on the Burmese economy. 
U Maung Maung's Burmese Nationalist 
Movements is comprehensive but flawed in 
that it reflects a standard Burman perspec- 
tive without first-hand research about eth- 
nic movements. 

Of more general interest are the brief 
but excellent Burma: The Next Killing Fields, 
by Alan Clements, an American who spent 
several years in Ne Win's Burma as a Bud- 
dhist monk; Burma's Golden Triangle, by 
Andre and Louis Boucard, French twins 
who spent time with ethnic groups fight- 
ing Rangoon; and Bertil Lintner's Land of 
Jade, an incredible account of the author's 
overland journey from India into Burma 
and on into China. 

Finally, Nobel Peace laureate Aung San 
Suu Kyi's Freedom From Fear is appropri- 
ately titled. Burma's struggle for demo- 
cracy is a struggle to free Burmese people 
from the fear of a brutally repressive mili- 
tary regime. 


Zhou Duo, a Chinese writer and executive of 
the Stone Company who was imprisoned after 
the Tiananmen massacre. 

Zhou Jin's A Chinese Woman in Manhat- 
tan has been immensely popular among 
intellectuals in China. I found it such an 
important book that I recommended it to 
my friends and wrote a letter to the author 
in which I said, ^. . . thank you for provid- 
ing a precious gift to countless readers in 
China. As China moves towards prosper- 
ity — and degeneration — there is a great 
need for books like yours, which remind 
people of the need to maintain a noble 
spirit... 

“The members of our generation share 
common experiences — of blood, tears and 
bitterness — with all the makings of a 
nightmare that is unlikely to occur again. 
And yet these experiences are so profound, 
so real and so full of significance that there 
is nothing like them in the history of the 
world. They are the sort of experiences that 
youth in China today will never have. 
Young people today are more fortunate 
than ourselves in many respects, yet infi- 
nitely weaker . . ." 

While A Chinese Woman in Manhattan 
cannot be called a "great book," it is worth 
reading as a way of understanding our 
generation — the generation that grew up 
during the Cultural Revolution, and who 
will take up positions of leadership in 
China in the next decade. F 
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VOLVO DRIVERS 
DESERVE TO 
BE CAGED 





There is only one safe place to put our 
drivers. It's in a cage. 

Not just an ordinary cage. But a cage 
designed to absorb the impact of collisions 
where they most hurt. 

On the side. 

Because that's where you are most likely 
to suffer serious injuries in an accident. One 
in every five accidents happen on the side. 

That is why at Volvo we have developed 
SIPS, our Side Impact Protection System. 

SIPS really is a major breakthrough in 
automotive safety. 

SIPS absorbs the violent energy of a side 
collision and disperses the impact energy 
around the passengers. 


In the diagram, you can see how the 
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reinforced floor, roof, door sills and pillars 
redirect the force of the impact. 

SIPS literally puts a protective cage 
between you and danger. Yet you won't for 
a moment feel caged. 

Not in the new 
Volvo 960. 

With the combined 


features of the new 





3-litre, 24 valve, six-cylinder engine and the 
newly developed 4-speed gearbox that's 
electronically controlled, together they 
provide a unique driveline concept. 
Performance that's a pleasure to drive. 
Inside the 960 is pure luxury with 
electronically adjustable front seats with 
memory, climate control and leather seats 
and more. 
But most importantly, it comes standard 
with SIPS. Your safety cage. 
Test drive the new Volvo 


960 for yopa: It’s a cage you 
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Film star Estrada campaigning for vice-president; Jayalalitha, Tamil Nadu chief minister, known as ‘Mother’ and 'she-who-must-be-obeyed.' 


POLITICAL 


THEATRICS 


Double features 


Actors on the political stage and those who perform on the silver screen 
have an affinity for one another, witness Ronald Reagan. In Asia, too, 
professional performers are not infrequently transformed into 
professional politicians. In this special issue, we spotlight two such 
persons — a man and a woman — who have successfully made the 
transition from film star to politician. No one doubts that acting talents 


come in very handy for a politician. 


By Hamish McDonald in Madras 


hen Kanchi Paneerselvam 
took his oath of office on elec- 
tion to the Tamil Nadu state 
parliament last year, he swore 
it by "the deity I worship: Puratchi 
Thalaivi.” This means “Revolutionary 
Leader" and refers not to Kim Il-Sung, Mao 
Zedong, or Idi Amin, but to Jayalalitha 
Jayaram, the former film star elected state 
chief minister by the 54 million people of 
Tamil Nadu. 

Paneerselvam was not alone: almost all 
other MPs, including the Speaker, pros- 
trated themselves at her feet before taking 
their vows. They refer to her by titles such 
as Engalait Alakkiya (“The one who has 
shaped us into men of substance"), 
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Nadamadum Deivam (“Walking Goddess"), 
Adi Parasakhti (“The Primordial Power") or 
simply Amma ("Mother"). Even State Gov- 
ernor Bhishma Narain Singh, appointed by 
the central government and able to recom- 
mend her dismissal to New Delhi, deferen- 
tially refers to her in speeches as the Revo- 
lutionary Leader. 

Not only the state’s politicians rush to 
fawn. Agriculturalists named a new rice 
variety after her. Madras University 
awarded her an honorary doctorate, citing 
“intellectual attainments, creative energy, 
freshness of style, political sagacity, sub- 
lime sensibilities and ontological explora- 
tions to free the human psyche from bond- 
age.” 

This is Tamil Nadu, where screen idols 
become larger-than-life politicians — por- 
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trayed in towering plywood cut-outs — 
and gradually transform themselves into 
divinities worshipped in small shrines long 
after their death. Surrounded by massive 
personality cults, they are widely believed 
able to perform small miracles and con- 
stantly conjure up money from nowhere to 
give to the poor. 

Jayalalitha is the latest in a series of cin- 
ema star-politicians who have ruled Tamil 
Nadu for the past 25 years, interrupted by 
periodic spells of central government rule 
for disorder, corruption and excess. She is 
the first woman to do so, but since elected 
with a sweeping majority in June 1991, 
Jayalalitha has stamped her authority as 
She-who-must-be-obeyed with a ruthless- 
ness that has subdued local politicians, of- 
ficials and journalists alike. 

Adulation reached record levels earlier 
this year. On her 44th birthday in Febru- 
ary, her local administration minister and 
leading acolyte Alagu Thirunavukkarasu 
organised scores of party members to have 
Jayalalitha’s image tattooed on their fore- 
arms and even foreheads. In June, 
Jayalalitha marked her first year in office 
with one of the largest gatherings held in 
this crowded land. Some 2.5 million peo- 
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ple came to the temple city of Madurai, 
decorated with a 150-ft cut-out portrait, to 
file past a dais where Jayalalitha sat on an 
elaborate silver throne. Led by elephants 
and horses, the procession lasted 10 hours. 

The combination of ruthlessness and 
sycophancy alone would attract national 
attention. Public interest is heightened by 
Jayalalitha’s distinctive appearance: either 
to hide her plumpness, or (some conjec- 
ture) a flakjacket, she never appears with- 
out a button-up top-cape. With her centre 
hair-parting and Cupid's-bow mouth, she 
looks somewhat like the Queen of Hearts 
from Lewis Carroll's Alice in Wonderland — 
matching her "Off-with-their-heads" po- 
litical style. 

Jayalalitha inherited leadership of one 
of the two branches of the Dravidian 
Munnetra Kazagham (DMK, Dravidian Pro- 
gressive Movement). The Dravidian move- 
ment captured the Tamil cinema, which 
had been used to disseminate pro-inde- 
pendence messages under British rule. Sto- 
ries, songs and dialogue were infused with 
DMK propaganda. Even the choice of cloth- 
ing would be significant: the underdog he- 
roes fighting against grasping landlords or 
rescuing maidens from lascivious Brahmin 
priests would often wear red and black, 
the DMK colours. And the film heroes — as 
well as directors and screenwriters — 
turned their state-wide following into an 
unbeatable political base. 

Jayalalitha's predecessor — and lover 
— was M. G. Ramachandran, known as 
MGR. Actually from an upper caste family 
in neighbouring Kerala, but thrown by 
poverty into vaudevillian companies as a 
small child, MGR emerged as a dashing 
Robin Hood-style film hero in the days 
when actors had to perform their own 
sword-fighting and fisticuff stunts. 

Never seen in public without a white 
fur cap to cover his increasing baldness and 
wrap-around sunglasses to hide the lines 
around his eyes, MGR used his highly ac- 
tive love life to enhance his aura of virility 
and living on a plane above ordinary 
mortals. As he aged, his leading ladies in 
films became ever younger. One of them, 
who became his mistress, was Jayalalitha, 
a convent-educated girl thrust by her ac- 
tress mother into films at the age of 16. 

MGR spent his last years in office virtu- 
ally incapacitated by illness, after a kidney 
transplant and a stroke. Jayalalitha had 
separated from MGR around 1973 to take 
up with an actor in Telugu-language films, 
Shobhan Babu, with whom she had a child 
now grown up and living elsewhere — 
never publicly acknowledged. Babu re- 
fused to divorce his wife and marry her, 
and the relationship also broke up after 
several years. Jayalalitha came back to MGR, 
and entered politics as MGR's aide and 
party propaganda secretary. 

Hysteria broke out on MGR's death in 
December 1987: 31 people committed sui- 
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cide, and two million thronged Madras for 
the funeral. Pushing herself forward, 
Jayalalitha made a speech declaring her 
wish to commit suttee, and tried to climb 
on the gun-carriage carrying MGR's body 
— before being pulled off by rival-camp 
politician K. P. Ramalingam (whom she 
prosecuted, unsuccessfully, for assault on 
coming to power three years later). 

In office, Jayalalitha has been taking her 
All-India Anna DMK (AIADMK) much fur- 
ther on the party's long circle back to the 
Indian mainstream, a diversion started by 
MGR. The AIADMK muted its anti-religious 
stance to garner votes, and Jayalalitha — 
herself a Brahmin (a member of the priestly 
top Hindu stratum) — has taken the party 
into active support for Hinduism. Soon af- 
ter gaining office, she set up a state-funded 
institute to train future priests in the sacred 
Vedic texts, placating objections by order- 


Jayalalitha is widely seen as reclusive, 
relying on a small clique of officials and 
businessmen who turn outsiders away, so 
that major projects never jell or migrate to 
other states. Some see her as a hurt person- 
ality — embittered by the cutting-off of a 
promising academic career when she was 
pushed into films, by her past role as unof- 
ficial consort to married men, by her hu- 
miliations by men on the way to power. 
The LTTE threat could only exacerbate this. 

She gave some hints recently, in one of 
the selective press interviews she confers. 
"Being a woman itself is a liability,” she 
told the Indian Express. "And being à 
woman in politics is the biggest liability 
one could have. It's a man's world in every 
sense. There are certain things of which 
you can accuse a woman . . . Certain things 
to which only a woman is particularly vul- 
nerable, whereas such charges simply 





Jayalalitha and her mentor-lover in a 1970 movie. 


ing that 18% of student places be reserved 
for members of former untouchable castes 
(traditionally ineligible for priesthood, and 
barred from even casting their shadow on 
temples). The chief minister has also taken 
part in religious pilgrimages. 

She has repudiated the LTTE, the Sri 
Lankan terrorist group responsible for 
Rajiv Gandhi's assassination in Tamil 
Nadu on 21 May 1991. This is widely re- 
garded as a brave step, despite the heavy 
security guard provided her by New Delhi, 
given the group's demonstrated skill at 
suicide assassinations. 

But since June's triumphal anniversary 
parade at Madurai, which confirmed her 
as mistress of Tamil Nadu's theatrical poli- 
tics, the shine has gone off her government. 
An incident in Madras several months ago 
— when a demented woman climbed a 
five-story cut-out portrait of Jayalalitha and 
threatened to jump — emphasised the pub- 
licity excess. 
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don't affect a man." 

Even old friends are getting critical. For 
example, Cho Ramaswamy, veteran comic 
film actor and now editor of the popular 
magazine Tughlak, accuses her of "corrup- 
tion; a total lack of application as far as 
administration goes; an almost vulgar in- 
dulgence in publicity for herself"; “a com- 
plete inaccessibility to the people, her leg- 
islators, officials, and most of the time even 
her ministers; and a kind of haughtiness or 
arrogance that is hurting the interests of 
this state." 

A bombshell came in November when 
a senior civil servant called V. Chandra- 
lekha resigned, accusing Jayalalitha of be- 
ing behind an acid attack on her in May 
this year. Chandralekha had been chair- 
man of the Tamil Nadu Industrial Devel- 
opment Corp. (TIDCO) at the time of a rights 
issue early this year by Southern Petro- 
chemical Industries Corp. (SPIC), a joint 
venture with the M. A. Chidambaram busi- 
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ness house. TIDCO was ordered to renounce 
its rights at par, well below the price in the 
overheated market, Chandralekha alleges. 
“We sold it at one-third the price we could 
have got," she said. The private partners 
had thus picked up extra equity in SPIC at a 
loss to the state of Rs 240 million (US$9.3 
million). 

Chandralekha said Jayalalitha had be- 
come angered when she asked for specific 
orders in writing about renouncing the 
rights. A few weeks later, Chandralekha 
was made Commissioner of Archives. 
Then she was attacked with acid in the 
street. "We suspect her hands in this," 
Chandralekha told the REVIEW. 

Jayalalitha has flatly denied impro- 
priety in any of her actions. Criticisms 
of her have been aired on New Delhi- 
controlled Tv and Jayalalitha, not one to 
shirk a fight, used a visit to New Delhi to 
host a much-publicised "off-the-record" 
lunch with Indian journalists to criticise 
Prime Minister P. V. Narasimha Rao. This 
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Real-life drama 


Estrada totes gun on and off screen 


By Rodney Tasker in Manila 





ice-President Joseph Estrada smiles 


V mischievously and asks: "You 

wanna see my gun?" He walks to 
the side of his desk, opens a leather clutch 
bag and produces a handy-sized 9-mm 
Smith and Wesson. "I have an Uzi down- 
stairs in my car," he adds as he replaces 
the pistol. 

It is the sort of episode that perhaps 
only happens in the Philippines, which in- 
herited the gun culture from its former 
American colonial masters. But the cameo 
neatly reflects the career of "Erap" Estrada: 


Pas 


Jayalalitha (right) in 1966; and action man Estrada in one of his 120 films. (^ 


led The Times of India to quote "sources 
close to Ms Jayalalitha" as saying that 
relations with Rao were at breaking point, 
and accusing him of having "an ego prob- 
lem." 

To rub it in, Jayalalitha held a series of 
meetings with leaders of the Hindu nation- 
alist Bharatiya Janata Party (BJP), the larg- 
est opposition party, which so far is based 
mostly in the northern Hindi belt. She also 
had members of her party, the AIADMK, in 
the upper house join a walk-out by 
leftwing parties over the government's in- 
flation record. 

The implicit threat was that the ALADMK 
would quit its coalition with Congress, and 
even link up with the BJP. Most analysts 
think this is a preposterous threat that Rao 
can safely ignore: for a Dravidian party to 
link up with a movement that seeks the 
imposition of a Hindu state. But if she car- 
ried it off, it would mark the full circle in 
Tamil Nadu's politics — or prove Jayala- 
litha a mistress of enchantment on and off 
screen. x 
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from swashbuckling top movie star, to 
gun-toting mayor, to senator and finally 
vice-president heading a national crime- 
busting commission. ; 

Estrada has always been popülar at 
street level, whether as the handsonte 
movie star, action-man mayor or vice- 
president who polled one million more 
votes than President Fidel Ramos. Now the 
somewhat paunchy, dissipated-looking 
politician is talking about his "toughest job 
ever — heading the Presidential Anti- 
Crime Commission — and with it the con- 
stant death threats and a current P15 mil- 
lion (US$599,000) contract out on him. 
Hence his personal armoury. 

He says he has to have 35 bodyguards, 
15 of them with him at a time, as he and 
his 500 agents go after the kidnapping 
gangs currently plaguing Manila and else- 
where, the drug syndicates, the murderers. 
But life for "Erap" is not all hard grind. He 
still has a somewhat dubious reputation as 
à hard-drinking womaniser. 

Asked if he still considers himself a 
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heart throb despite the august position to 
which he was elevated in the May election, 
the 55-year-old Estrada is disarmingly hon- 


est: “When you make movies with leading 


ladies . . . l'm not a playboy, but I have my 
women just like anyone else — like you." 
It is his populist street sense that has 


endeared him to ordinary folk, while he is 


' 
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the butt of jokes in more intellectual circles. 
Many of the taunts centre on his lack of 
facility with English, in a country where 
the language is widely spoken. “My son is 
very intelligent, but he has no passion for 
studies,” says his mother. More profes- 
sional politicians who watched him often 






E 
t } " i! 

sledping} in the Senate, where he served 
from 1987-92, and once even questioning a 
bill there that he himself had authored, 


wd agree 
A sivi ta's nine brothers and sisters, from 
a reasonably well-off Manila family, are all 
professionals. But he was a college drop- 
out. He broke into the ever-flourishing 
Philippine movie industry when he was 21. 
“Action and comedy” were his fôrte in the 
local Tagalog-language films, he says. He 
often played fast-shooting gangsters, but 
mostly gang-busters. His first starring role 
was as a hoodlum in “Asiong Salonga,” but 
he prefers to say he played a Robin Hood. 
In fact in many of the 120 films he has 
made he portrayed “the oppressed”: 
jeepney drivers, scavengers, farmers, sugar 
workers and so forth. Audiences loved to 
see him in the fields riding a buffalo, in the 
slums fighting for his life and, of course 
always kissing the ladies. Five times he 
won the country's equivalent of the Oscai 
for acting, and a similar number of time: 
for producing. Estrada is evidently prouc 
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TO KNOW WHAT’S 
HATCHING IN THE YEAR 
OF THE CHICKEN 








CONSULT THE MONKEY 


n understanding of events and developments during the 
year of the monkey (1992) will provide a winning edge 
for those seeking success in Asia during the year of 
the chicken (1993). Business, financial and political 
outlooks have altered in the wake of dramatic changes sweeping 
through the region. Accurate information 
is critical. For 34 years busiriess leaders, scholars and 
politicians from ‘around the world have relied on the Far 
Eastern Economic Review' Asia Yearbook for vital 
information on the ever-changing politieal, social and 
economie scenes. As the world has changed, so too has the 
Asia Yearbook. The 1993 Yearbook includes a chapter on the 
newly independent Central Asian republies and once again t 
provides in-depth strategic statistics on the military power 
of all Asian countries. Order your copy today. 
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of that, but he talks more seriously about 
how his movie-land experience channelled 
him into politics. 

"In the years I spent in movies, when- 
ever | portrayed the role of the oppressed 
we went to real locations. | experienced 
their grievances, their hardships. I acquired 
wealth, fame, glory, popularity. But I could 
see those who went to my movies, they 
were all the poor people. The so-called 
elites only saw foreign movies." 

So Estrada says he decided to give back 
to the poor something of what they had 
given to him. “I said to myself: Whatever 
my assets, | owe it to the masses, not to 
anybody else . . . it's about time I recipro- 
cated for what has been given me. So I 
joined politics, running in San Juan." 

He became mayor of the San Juan mu- 
nicipality of Metro Manila, where he lived, 
in 1969. At the time it was a notorious area 
for crime, including illegal gambling dens. 
In fact it was almost a real-life film set for 
"Erap," who quickly set about cleaning up 
the local police who, like now, were in- 
volved in much of the crime. He carried a 
gun as he busted gambling dens, many run 
by the cops. 

“I policed the police round the clock,” 
says Erap. "I cleaned the police depart- 
ment, getting rid of 26 officers and sus- 
pending 45 others. San Juan had the most 
notorious police and the most corrupt offi- 
cials." During his 17 years as mayor he was 
something of a poor-man's Mayor Daley, 
the famous Chicago figure, not only clean- 
ing his patch of "hoodlums in uniform" 
but cementing most of the municipality's 
roads, building schools, a post office, health 
centres and a new police and fire head- 
quarters. 

He ensured that businessmen and the 
rich paid their taxes so that in his first 
six years revenue rose from P2.8 million to 
P25 million. In 1972, his success in San 
Juan earned him an award as one of the 
Philippines 10 most outstanding young 
men in public administration and another 
one as the most outstanding Metro Manila 
mayor. 

And all the time Estrada continued to 
make movies. He admits that his fame on 
the screen helped him à great deal to enter 
politics, and to stay there successfully. 
"From the time I became à movie actor, it 
was the masses who carried me." 

In 1987 the masses carried Estrada to 
the Senate, as one of only two politicians 
there opposed to the political juggernaut 
of then president Corazon Aquino, who 
had been swept to power in the "people- 
power revolution" against Ferdinand Mar- 
cos a year before. His sojourn in the Upper 
House was unremarkable, apart from one 
or two bills he initiated to help farmers. 
But he was one of the leading senators in 
fhe campaign to end the US military bases 
in the Philippines, leading to the with- 
drawal of the last US serviceman from 


Subic Bay in November. 

One thing Estrada likes to talk about 
when describing his political rise and rise 
is his charitable work. For a start he says, 
and others confirm, that he has never re- 
ceived a cent of his public salary. He gives 
it to his own foundation, which provides 
scholarships for college students. 

Keeping firmly in touch with his tinsel- 
town beginnings, he is president and 
founder of the Movie Workers Foundation, 
a welfare organisation for 4,000 film indus- 
try workers. Apart from providing benefits 
to needy workers in the industry, the 
foundation sends budding actors and ac- 
tresses abroad to study their chosen trade. 
Filipino movie stars — like Estrada — are 
not particularly talented in the Hollywood 
style. 

If you are good-looking, can do a lot of 
screen shooting and weep convincingly, 
you are halfway to stardom. There are no 
drama schools in the country. So Estrada's 


foundation is trying to upgrade standards. 

At the beginning of the year, with the 
next presidential and other national elec- 
tions looming, Estrada became perhaps 
too carried away by his continuing popu- 
larity. He decided to run for president. 
That is a costly business, and with seven 
other perhaps more serious national fig- 
ures also contesting, Estrada later decided 
to drop out. "For lack of campaign funds I 
had to move down to vice-president,” he 
says. 

He became the running mate of presi- 
dential candidate Eduardo Cojuangco, 
Marcos' former chief business crony. But 
while Cojuangco failed, Estrada beat all the 
other vice-presidential candidates hands 
down. Under the curious Philippine sys- 
tem, Estrada thus became presidential vic- 
tor Ramos' potentially opposition vice- 
president. 

But Estrada sensibly decided he would 
cooperate fully with Ramos. "I put parti- 
san politics aside after the elections," he 
says. "We are elected to serve the people, 
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Estrada: ‘whatever my assets, | owe it to the masses.’ 


not the party.” Ramos reciprocated by ap- 
pointing Estrada as head of his anti-crime 
commission, a crucial job in a country 
where erosion of law and order is a serious 
deterrent to much-needed foreign invest- 
ment, and generally a debilitating factor in 
society, 

Estrada’s chief task has been to stamp 
out kidnap-for-ransom gangs, who have 
terrorised mainly Chinese-Filipino families. 
These families of businessmen who con- 
stitute a major factor in the Philippine 
economy have started to send their chil- 
dren overseas for schooling and to scrap 
their domestic investment plans in the 
face of the phenomenon, in which gangs 
demand anything from P1-15 million for 
the release of their victims. Estrada esti- 
mates there are 14 kidnap gangs in Manila 
alone. 

The vice-president’s commission has 
made several “busts,” as Estrada likes to 
call them, but with limited success. In one 





such incident in August, Estrada employed 
all his theatrical talents in the arrest of two 
police majors, alleged to be members of a 
Manila Chinatown gang. 

Estrada hosted a party at his home, to 
which he invited the press. Two of the 
guests were the unwitting police officers. 
As the TV cameras focused on the event, 
Estrada quizzed another police officer who 
had confessed to being a member of the 
gang. He induced the man to name his two 
colleagues as accomplices. Then Estrada 
ordered the arrest of the two astonished 
officers. 

It was the sort of incident that prompts 
howls of derision against Estrada as once a 
showman, always a showman. The vice- 
president is unfazed, saying he and Ron- 
ald Reagan “have so many things in com- 
mon... he is very firm in his decisions." 
More philosophically, Estrada says: “1 
started as a bit player, and became leading 
man.” Few can argue that point about a 
man who, as they say, is a heart beat away 
from the presidency. z 
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a and Laos, or will soon do 





ties. The Bank of Thailand, the Central 


bank, sees their greater international expo- ` 
sure as a way to help Bangkok develop as 


a regional financial centre. 
. The largest of the Thai banks — Bus 
kok Bank and the two other domestic-mar- 
ket leaders, Krung Thai Bank and Thaj 
Military Bank — have been the most amb 






tious in terms of foreign ventures. Thei a. 
approaches to the new markets differ ‘;tAblished orithe West Coast. It also claims 





sharply, though. 

- Bangkok Bank, which already has a 
egional network stretching from Indone- 
sia to Japan, is busy filling in gaps in its 
coverage. In July, it returned to Ho Chi 
Minh City, roughly 15 years after it was 
forced to pull out in the wake of North 
Vietnam's victory over the South. Its past 
: connections, and a later role as banker to 
. the Hanoi regime, ensured it was one of 
_ the first foreign banks to gain admission to 
«Vietnam. 
<t> Similarly, Bangkok Bank received one 
of the first foreign branch licences for the 


|» outhern China coastal city of Shantou, 


| where most of Thailand's large ethnic- 
Chinese community originated. The new 
branch opened in November. Elsewhere, 
== the bank has set up a branch in the 
-= Cambodian capital, Phnom Penh. 

|. In contrast, Krung Thai 
-< and Thai Military Bank 
seem to have rushed head- 
long into their overseas 
moves, apparently with a 
* view to challenging Bang- 
^... kok Bank. Both have set up 
^^ operations in Cambodia, 
Burma, Vietnam, China 


:$0. Yet neither has exten- 
Sive experience overseas to 
underpin its efforts. 
. Thai Military Bank has 
been the more daring of 
_ the two. Its China opera- 
tion is, like Bangkok 
Bank's, in Shantou. But 
: rather than establish a 
branch, it has opted to join 
the M. Thai group — a 
Thai industrial concern 
with high-level connec- 
tions in Peking — in form- 
g a domestic Chinese 
bank. The wholly Thai- 
owned TM International 
Bank opened on 12 De- 
cember, with plans even- 
~ tually to develop a bank- 
.ing network in southeast 
China. 

Thai Military Bank also 
has a representative office 
-in Ho Chi Minh City that 
- it intends to convert to a 
^full branch next March. 
And in February, it hopes 
to open a branch in the 


Bangkok 


First Bangkok 
City Bank 


Bank 


banking w 


Bangkok Bank 
Bangkok Bank 


,Ul Commerce 


Krung Thai Bank 


Siam Commercial 


Thai Farmers Bank — 


Thai Military Bank 


acquire a small bánkon the US West Coast 
that have most il S d n among 
vets. While # has yet to com- 
mit itself to-the ‘acquisition plan, Thai Mili- 
tary justifies the prpposal as a means of 
. serving the substantial community of 
Southeast Asian-bufsinessmen who are es- 


fiétcsuehi: a move^would complement its 
branch*netWork elsewhere. 

Krung Thai Bank, meanwhile, has 
drawn in part on its government pedigree 
(it is 71% owned by state agencies) to win 
verbal approvals for a representative office 
in Hanoi and branches in Vientiane, 
Phnom Penh and Rangoon. Bank president 
Sirin Nimmanahaeminda has been keen to 
serve Thai businesses abroad that have tra- 
ditionally banked with Krung Thai. The 
Petroleum Authority of Thailand, which 
has projects in both Burma and Vietnam, is 
one of these. 

Krung Thai hopes also to establish a 
presence in Kunming, in China's Yunnan 
province, next to the Burmese border. Af- 
ter that, Sirin is eyeing new branches in 
Shanghai, Canton and Hongkong. 

Behind the three bank leaders, Siam 
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have made more-measured moves off- 
shore. Siam Commercial deftly gained en- 
try to Phnom Penh in early 1992, well 
ahead of the others. 

With the Cambodian central bank as its 
partner, it formed a joint venture, Cambo- 
dia Commercial Bank, that immediately 
won the lion's share of a booming business 
generated by the UN peace mission there. 
This is substantial: the 1% fee that Cambo- 
dia Commercial Bank charges for handling 
transfers of millions of US dollars brings in 
good profits. Thai Farmers Bank, however, 
has now moved in to set up a similar joint 
venture with the local central bank. 

Phnom Penh, meanwhile, has become a 
testing ground for other Thai banks intent 
on going global. Siam City Bank, Bangkok 
Metropolitan Bank and First Bangkok City 
Bank have all started branch or joint-ven- 
ture operations there. 

Siam City and First Bangkok, though, 
have startled analysts with more-ambi- 
tious plans: Siam City by seeking takeover 
targets or partnerships in Canada, and 
First Bangkok by trying to buy Hong- 
kong's Wing On Bank. The latter move 
was ultimately thwarted by the appear- 
ance of another suitor and by official wor- 
ries about First Bangkok's 
readiness to take on the 
risks of an overseas acqui- 
sition. 

Industry observers also 
have more general con- 
cerns that apply to several 
of the expanding banks. 
As David Scott of W. I. 
Carr in Bangkok points 
out, Thai banks lead a pro- 
tected existence at home. 
No new domestic com- 
petitors are allowed into 
the market, and foreign 
banks are heavily re- 
stricted. Abroad, the 
banks will be exposed to 
the full blast of competi- 
tion. 

Moreover, many of the 
developing markets the 
Thai banks are venturing 
into have untested legal 
systems, analysts point 
out. These may be of little 
help if banks have to pur- 
sue errant borrowers. 

By way of example, 
one banker admits that his 
institution already has 
problems with some of its 
Cambodian customers. "I 
don't know what it is like 
to foreclose on land, be- 
cause there is no law,” he 
adds. "In general we limit 
our exposure to the coun- 
try to US$1 million.” m 
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Cost of indecisic 


Indonesia closes crisis-ridden Bank 








By Suhaini Aznam in Jakarta 


ow many more indignities can be- 
H fall Indonesia's Soeryadjaya fam- 

ily? Having struggled to cope with 
a crisis at Bank Summa and avoid surren- 
dering control of car-maker Astra Interna- 
tional, the family is now in an even weaker 
position to determine its corporate fate. 

By abruptly deciding on 14 December 
to liquidate Bank Summa, Indonesian au- 
thorities plucked the problems of the pri- 
vately owned bank from the Soeryadjayas’ 
grasp. They also made it even less likely 
that the family will be in a position to de- 
termine who ultimately buys the bulk of 
its shares in publicly listed Astra. 

Bank Summa's closure — the first such 
liquidation in Indonesia — is also likely to 
send ripples through the rest of the bank- 
ing sector. Most banks are still trying to 
digest the results of a rapid credit expan- 
sion since banks were deregulated in 1988. 

The closure decision, a reversal of the 
authorities' stated position just two weeks 
earlier, was triggered by official impatience 
at the Soeryadjayas' failure to decide on a 
rescue plan. 

As an immediate consequence, the de- 
cision caused an automatic default of a Rps 
500 billion (US$250 million) commercial- 
bank loan the Soeryadjayas had taken out 
to prop up Bank Summa. Unless the fam- 
ily can arrange repayment within a two- 
week grace period, the lenders — Bank 
Danamon, Bank Exim and Bapindo — are 
likely to apply for court approval to sell 
the 100 million Astra shares they are hold- 
ing as collateral. 

Banking sources believe the share- 
holding, representing a commanding 41% 
stake in the car maker, could go on the 
block as early as the end of January. By 16 
December, Astra's share price had fallen to 
Rps 8,800 in intra-day trading, reflecting 
the heightened uncertainty over the future 
of the company. 

The Rps 500 billion loan, interest on 
which would have fallen due on 18 De- 
cember, had been the immediate focus of 
the Soeryadjayas' attempts to resolve the 
Summa crisis. But having indicated he was 
prepared to sell his Astra shares to raise 
cash, family patriarch William Soeryadjaya 
dithered over who to sell to. The 70-year- 
old Astra founder apparently sought to re- 
tain a buy-back option on the shares, and 
to sell them to parties who would be ac- 
ceptable to Toyota, Astra's 49% partner in 
the group's car business. 
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In the days before 
two groups had come 
shares: a consortium of 30 loca 
men led by timber tycoon Prajogo 
Pangestu, which offered to buy 45% of 
Astra International for Rps 1.08 trillion; and 
Hashim Djojohadikusumo, son of Astra 
chairman Soemitro Djojohadikusumo, who 
offered to buy 50 million shares for a total 
of Rps 500 billion. 

After flirting with the Hashim offer, the 
Soeryadjayas finally opted for the bigger 
deal offered by Prajogo. But the 11th-hour 
proposal failed to obtain the approval of 
Soemitro, who felt the identity of the pro- 
posed owners would deter foreign inves- 
tors. Soemitro had a veto over the family's 
share sale under the conditions of an agree- 
ment by which he became 
chairman of Astra in Sep- 
tember, at the Soeryadja- 
yas’ request. 

Soemitro said in a state- 
ment released on 15 De- 
cember: "From highly trust- 
ed sources, I now know that 
the top management of 
Toyota Motor Corp. feel 
some concern that 108 mil- 
lion Astra shares belonging 
to William Soeryadjaya's 
family might be sold to the 
Prasetya Mulya Foundation 
[the main part of the 
Prajogo consortium]. That 
concern is linked to the 
composition of the founda- 
tion." (The foundation, a 
management-training 
body, groups mainly prominent Indone- 
sian-Chinese businessmen.) 

Besides its stake in Astra's auto subsidi- 
ary, Toyota is considered a likely buyer of 
20 million Astra International shares that 
the Soeryadjayas nominally sold to a 
Hongkong shelf company in mid-Novem- 
ber. Toyota's involvement in the group is 
“a very strategic factor," Soemitro said. 

While the family struggled to negotiate 
the share sale, however, official impatience 
was mounting at the lack of any cash injec- 
tion into the already-suspended Bank 
Summa. In the end, that patience snapped. 

"There was nothing concrete," 
Adrianus Mooy, governor of Bank Indone- 
sia, the central bank, said on 14 December. 
"There was nothing legal, nothing finan- 
cially concrete that would satisfy us that 
the [bail-out] plan would work." 

While both Prajogo and Hashim had 


share sale. 
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Soeryadjaya dithered over 





offered Rps 10,000 a share, a premium to 
the market price, Prajogo's was the 
onger offer. It would have produced 
hmediate cash to enable the family to pay 
lerest on the syndicated loan and inject 
balance into Bank Summa. 

In contrast, Hashim offered an option 
abling the Soeryadjayas to buy back the 
70 million shares at a later date, but he 
would have had to raise bank financing for 
the deal, causing inevitable delays. His 
plan also incorporated a possible future 
merger between Bank Summa and Bank 
Universal, 51% owned by Astra. 

The Soeryadjayas could still try to re- 
surrect either of these offers in the two- 
week grace period now remaining on the 
loan. But it is unclear if either Prajogo or 
Hashim would still want to negotiate with 
the family, when they might be able to ex- 
tract a better deal later from the banks 
holding the shares. 

"The situation is very fragile," a source 
close to Prajogo's negotiating team said. 
“We don't know the value of Astra today, 
so we're not in a position to make a deci- 
sion." 

Even the sympathetic 
have criticised the Soerya- 
djayas for having dithered 
too long in selling their 
shares. "Things are going 
to get ugly now for the 
family," predicted a local 
banker. "The fact that Bank 
Indonesia was prepared to 
let Bank Summa sink is it- 
self a signal." 

In closing Summa, the 
central bank seems to have 
decided to send a message 
to bankers that it will not 
provide a safety net for 
mismanagement. Some lo- 
cal bankers have already 
welcomed the move as one 
that will help educate the 
Indonesian public in its 
choice of where to bank. 

The decision may nevertheless heighten 
foreign and domestic concerns about Indo- 
nesia's banking sector, whose credibility 
had already been shaken by the Bank Duta 
scandal of 1990. "Some people will just 
keep their money under their mattresses 
again," a banker says. 

Bank Indonesia has appointed a team 
of liquidators to sell off Bank Summa's as- 
sets. Many of these are in the form of pro- 
perties in the Soeryadjaya-owned Summa 
Group, to which many of Summa's bad 
loans were made. 

Before its demise, the bank had total li- 
abilities of Rps 1.6 trillion. Small depositors 
have already been paid, but big depositors 
— thought to be owed around Rps 750 bil- 


: 
$ 


lion — will now have to await the formali-* 


ties of liquidation to learn when, and how 
much, they will be repaid. Li 
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Steady as 
she goes 


Indonesia likely to unveil 
conservative budget 


By Suhaini Aznam in Jakarta - 


ndonesian economists are expecting 
|| President Suharto to deliver a cautious 

budget early next month, as he pre- 
pares for the presidential election in March. 
Although public reaction to the budget will 
not directly affect Suharto's almost certain 
re-election, popular sentiment remains vi- 
tal to a successful sixth term of office. 

The government has been credited with 
reducing both the current-account deficit 
and inflation in 1992 without seriously 
harming economic growth. As a result, 
many economists are focusing on other pri- 
orities in the budget for the year that starts 
on 1 April. 

One area of continuing concern among 
economists is the high level of external 
debts, the servicing of which comprises 
32% of Indonesia's exports. Two former 
top ministers, Soemitro Djojhadikusumo 
and Ali Wardhana, recently urged the gov- 
ernment to reduce this proportion to 20- 
25% over the next five years. 

In order to cut the level of foreign bor- 
rowing, the government should aim to 
raise more tax revenues, says economist 
Umar Juoro of the SPES Foundation, an 
independent research organisation. Taxes 
comprise only 16% of GDP in Indonesia, 
which is low by regional standards, he 
says. Taxes on companies and property are 
particularly low. 

On the spending side, economists ex- 
pect to see a higher allocation of money in 
the budget for the provinces outside Ja- 
karta. This would help to prevent outlying 
regions from falling behind the rapidly 
growing economy around the capital. 

Foreign investments (as opposed to ex- 
ternal borrowings) should be encouraged, 
says Dorodjatan Kuntjorojakti, assistant 
dean at the University of Indonesia's eco- 
nomics faculty. Thanks to two large 
projects, the total amount of foreign invest- 
ments approved was US$9.3 billion in the 
first 11 months of this year, against US$8.8 
billion in the whole of 1991. 

He suggests that the government 
should consider lowering the minimum 
capital required to qualify for full 100% for- 
eign ownership from the present US$50 

*million. Less than 10 Japanese investments 
were worth more than that amount this 
year, he says. a 
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Indonesia's Finance Minister, Johannes 
Sumarlin, is responsible for preparing the 
national budget, due: in early January. 
REVIEW reporter Mark Clifford asked him 

. about the country's prospects. What follows 


Pies 
a Rane Te : 


vare edited excerpts of his written replies: 


=- 


What are the government's forecasts 
for economic growth and the current- 
account deficit? 

During 1991, GDP expanded by about 
6.6%, well above our target of 5% a year 
set in the fifth five-year plan. The 
economy probably will grow by around 
6% this year, which is slightly lower 
than the growth achieved in the past 
few years, but is still a strong perform- 
ance. 

We the current-account defi- 
cit for the year to March 1993 to be in 
the neighbourhood of 
US$3.6 billion [com- 
pared with US$4.4 bil- 
lion the previous year]. 
On balance, the eco- 
nomic outlook for Indo- 
nesia continues to be fa- 
vourable. 

We believe that we 
have managed to reduce 
the current-account defi- 
cit and the rate of infla- 
tion, which is currently 
around [an annual rate 
of] 5%, without unduly 
slowing the rate of eco- 
nomic growth. 


What is your current 
assessment of the for- 
eign debt level and Indonesia's ability 
to manage debt payments? 

Indonesia is fully capable of servic- 
ing all of its foreign debt. The major rea- 
son for this is that we have used our 
foreign borrowing for projects which 
promise high economic rates of return. 

There are several additional steps 
which we can, and will, take to reduce 
the pressures from foreign debt. We will 
continue to make a concerted effort to 
increase domestic savings, especially by 
the government, to reduce the need for 
foreign borrowing. [And] we will con- 
tinue the process of deregulation and 
take other steps to increase the efficiency 
of investment. 


When are you likely to loosen mon- 


etary policy? 
We started to ease monetary policy 
several months ago by gradually reduc- 
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ing the interest rates on monetary in- 
struments [of Bank Indonesia, the cen- 
tral bank]. 

On the whole, the banking system is 
readjusting from a high-growth, rela- 
tively unrestrained environment, to a 
more mature and professional environ- 
ment. The prudential regulations, while 
imposing some short-term disturbances, 
are a vital element in creating a sound 
financial sector. 


Why did the government choose not 
to bail out Bank Summa, and are there 
any policy lessons in the failure of the 
bank in November? 

We have said for some time that we 
will not bail out our banks. If we were 
to do so, the banks would not learn the 
important lesson that there is a cost, and 
a potentially high one, 
of taking on excessive 
risks and exposures. 

The challenge for the 
$ supervisory authorities 

is to keep abreast of the 
proliferation of new in- 
stitutions and activities, 
while building the tech- 
nical expertise to imple- 
ment new regulations 
appropriate for the new 
environment. 

The problem with 
Bank Summa was bad 
management. If banks 
take on the responsibil- 
ity of managing the 
public's money, then 
the banks must have 

good managers. Although poor busi- 
ness decisions are to blame for the prob- 
lems of Bank Summa, the episode also 
indicates that we need to strengthen our 
supervisory capabilities. A larger 
number of better-qualified supervisory 
staff is needed to monitor the imple- 
mentation of the regulations. 


TONIKI SYNOHL 


Do you expect a consolidation in the 
banking system? If so, how can this be 

with a minimum of disrup- 
tion to the economy? 

We expected to see some further 
consolidation. Some smaller banks 
might find it difficult to meet our pru- 
nigros regulations, in ir the e 
tal-adequacy vc pee stipulated b 
the central bank ue eni e Ed 
it profitable to merge, either because of 
economies of scale or because of 
complementarities with other banks. &, 
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BRIEFING 


PHILIPPINES 
Debt-cap killed 


A congressional caucus killed 
a bill on 9 December that 
would have limited foreign- 
debt service to 10% of export 
earnings. The measure initially 
had the support of 128 
legislators, only three shy of 
the two thirds needed to 
override an anticipated 
presidential veto. The Ramos 
administration convinced 
legislators to withdraw their 
support by promising to 
release rural-development 
funds. 





Grain stocks decline 
Grains stocks averaged 380 
kilogrammes per person this 
year, compared with 398 kg in 
1984, said Vice-Minister of 





Farmland contracts. 


Commerce Bai Meiqing. He 
attributed the decline to the 
development of farmland, 
changing diets and population 
growth. 


SOUTH KOREA 
Bank reform move 


State-controlled Korea 
Exchange Bank, the nation's 
largest city bank in terms of 
assets, received approval to 
revalue its assets from 1 
January. The move is seen as a 
first step by the Finance 
Ministry and the central bank 
to prepare local banks for 
DECEMBER 
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financial liberalisation. It is 
expected to raise the book 
value of Korea Exchange 
Bank's assets, last assessed in 
1967, by about Won 400 billion 
(US$509 million), enabling it to 
meet the Bank for International 
Settlements’ 8% risk-reserve 
ratio by 1993. 





BURMA 
Hotel venture 


State-owned Economic 
Holdings, Burma’s biggest 
company, is joining Myanmar 
Macau International to build a 
six-storey, 84-room, three-star 
hotel in downtown Rangoon. 
The company has already set 
up joint ventures with other 
foreign firms to produce or 
market garments and 
electronic goods in Burma. 








THAILAND 


Rice support operation 
Commerce Minister Uthai 
Pimchaichon said on 14 
December that the government 
will buy 140,000 tonnes of rice 
to boost paddy prices. Millers 
will be offered slightly more 
than the market price, 
currently about Baht 3,300 
(US$129.62) a tonne. The 
government has already 
bought 200,000 tonnes from 
exporters in a price-support 
effort. 





JAPAN 
Budget stimulus passed 


Parliament passed a 
supplementary budget on 10 
December that forms the 
centrepiece of a ¥10.7 trillion 
(US$86 billion) plan to 
stimulate the economy. 


Broker to quit 

County NatWest Securities 
said on 10 December that it 
was shutting its Japanese 
equity operations, becoming 
the first foreign broker to 
relinquish its membership on 
the Tokyo Stock Exchange. 
The broker, owned by Britain's 
National Westminster Bank, 
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cited weak market turnover 
and high overhead costs for its 
decision. 


Flash chip alliance 


Toshiba said it would give 
National Semiconductor of the 
US access to the technology 
necessary to make ‘flash’ 
memory chips, one of the 
fastest-growing areas of the 
semiconductor market. US- 
based Intel currently 
dominates the market through 
a manufacturing alliance with 
Sharp of Japan. 





VIETNAM 


Credit Lyonnais returns 
France's Credit Lyonnais 
opened the first foreign bank 
branch in Hanoi since 
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Foreign broker withdraws from Tokyo Stock Exchange. 
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communist forces ousted their 
French colonial rulers in 1954. 
Australia & New Zealand 
Banking Group plans to open 
the capital's second foreign 
branch in early 1993. Three 
other French banks and 
Bangkok Bank opened 
branches in Ho Chi Minh City 
this year. 








TAIWAN 
ADI buys British firm 


The ADI Group, a maker of 
goods from shoes to 
computers, purchased 51% of 
Britain's Tait Co. for NT$1.3 
billion (US$52 million). Tait, 
founded in Xiamen 146 years 
ago, was one of the first 
trading companies in China. 
ADI chairman James Liao said 
the purchase will help the 
group's subsidiary, Pan 
Overseas Corp., expand its 
international trading 
operations. 





MALAYSIA 


Iranian projects 


Ekran, controlled by timber 
tycoon Datuk Ting Pek Khiing, 
has signed a memorandum of 
understanding with Iran for 
six development projects 
valued at a total of M$10 
billion (US$3.9 billion). The 
projects, to take place over a 
three-year period in Iran's 
Qeshm Island free-trade area, 
include construction of hotels, © 
housing and commercial 


property. 
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n Japan, they celebrate the end of the 
-year with bonen-kai. These "forget the 
. year" parties, a time for drink-fuelled 
- bonhomie and gift giving, are fol- 
owed by some house-cleaning before 1 
anuary. Consider this Shroff's own little 
bonen-kai. 
= Let's start with the Raging Bull Award. 
is goes to the brokerages that most wil- 
| fully chose to neglect all the negative por- 
| tents and came unstuck. Competition was 
| fierce with the first prize going to the team 
of Andrew Ballingal and Kathy Matsui at 
.| Barclays de Zoete Wedd (szw) in Tokyo, 
«Who combined costly predictions with 
3 mixed metaphors. They began 1992 by pro- 
| ‘claiming that the risk in the Tokyo market 
.| "has at last moved from jumping the gun 
| to missing the boat.” Those who took the 
.| BZW "all aboard" call at face value would 
, | have lost roughly 40% ot their investment 
_ by mid-year. 
4 —^ Runner-up in the Raging Bull stakes 
| -was Seoul analyst Thae Khwarg of Baring 
_| Securities. He stated in January that the lo- 
| eal exchange would hit 800 by mid-year on 


ert are 

_| the back of improved corporate earnings. 
i 
i 
i 


= Not so. Earnings stayed down, and the 
.| composite index kept below 700. 

|. Baring Securities deserves honourable 
a mention for having recommended inves- 
-| tors to pile into Singapore and out of 
| Hongkong in July. This occurred just be- 
_| fore the Straits Times Index plunged to its 
5| lowest level for the year and the Hang Seng 
|| powered up to new records. 

E The group award in the Raging Bull 







.| category goes to the many sad sacks in 
Taipei who predicted a more bountiful 
year. They are too many to name, but hav- 
ing been outguessed by the Monkey, 
| maybe they would do well to take a cue 
| next year from its replacement, the 
+ Chicken. 

^ When it comes to individual stock 
picks, 1992 was a vintage year for Shroff's 
coveted Dirty Dog award. "Political" 




















listed permutation of now-defunct tin 
miner Aokam Tin used to belong to the 
-wrong ruling-party faction; now it belongs 
to the right one. The company's stock 
opened the year at M$1.79 (70 US cents) 
and closed mid-December at M$7.60. 
But those who call it wrongly on "po- 


NOT 


= | recently privatised Philippine National 
‘| Bank was described in March by broker 






ks were among the year's best perform- .__ 
ers — and the worst. Analyst Ming Siong 


-. elitical" stocks can take a hammering. The — th 
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ihe old 


Anscor Hagedorn as being “well posi- 
tioned to take advantage of the coming 
economic upswing.” That was before 
President Fidel Ramos appointed Negros 
governor Daniel Lacson to head the 
bank. Lacson indicated he would re-focus 
the lender as a development financier 
with a special interest in areas like Negros. 
The bank's stock has been in free-fall ever 
since. 

Under the Dirty Dog category, though, 
special weighting has been given to bro- 
kers guilty of neglecting past corporate or 
personal misdeeds. Shroff was tempted to 
invite Howard Gorges of Hongkong's 
South China Brokerage up to the winner's 
podium without further ado, but there 
were many contenders for the award. 

Gorges talked up Hongkong's Allied 
Group of companies after a hand-is-faster- 
than-the-eye restructuring by its ignoble 
taipan Lee Ming Tee. In the event, the ter- 





ritory's Securities and Futures Commission 
announced an investigation into the 
group's opaque shuffling of assets. The 
share prices of various Allied companies 
held up better than expected due to a 
timely intervention by some of Lee's 


‘confederates in China. But that is no ex- 
. cuse for Gorges’ blinkered enthusiasm. 

of Crosby Securities in Kuala Lumpur 
cottoned on early to Aokam Perdana. The - 


The boys at Yamatane Securities in 
Tokyo deserve a mention in this category 
for the specious logic they applied to sell- 
ing Nippon Television. Their pitch was 
based on the assertion that TV ad revenues 
would soon recover. Nippon TV's stock has 
since fallen by 33%, and it is trading at a 
price-earnings ratio of 70. 

Ssangyong Securities can lay claim to 
worst pick of the year in the Seoul mar- 
though competition for this accolade 
was fierce. It touted Dong Sung Semicon- 








. ductor at over Won 12,000 (US$15.26) at’ 
the start of 1992. The company collapsed in 
May, and the stock-surveillance price | 


sheets now peg its price at Won 3,720. 


Shroff would like to offer a special. 
award for consistency in the Dirty Dog, 


category to David Scott at W. L Carr in 
Bangkok. Normally the most cautious o; 
analysts, Scott has had an almost endear 
ing blind spot for Nike maker Pan-Asid 


Footwear. Those who listened to Scott's 
buy recommendation a couple of years ago 


(repeated in early 1992) might have beer? 


able to get out of Pan-Asia in mid-year 
with a small loss at Baht 47 (US$1.90). Now: 


the price is down to Baht 28. 


Shroff now would like to turn from the 


sooner-forgotten prognostications of bro- 
kers to the highly dubious achievements oi 


investment bankers. The hands down win- 


ner for 1992 in the Stuffed Turkey category 
was American house Morgan Stanley with 
its outrageously overpriced global deposi: 
tory receipt offering from India’s Reliance 
Industries. 


Neglecting the fact that it was staring: 


into the abyss of a securities scandal that 
has since forced the Bombay index down 
by 45%, Morgan Stanley confidently 
bumped up the size of its offering only to 
see it lose half its value in the after-mar- 
ket. 

Running a close second was another 


top US company, Goldman Sachs, which; 


underwrote China Steel’s unsuccessful 


international convertible. Unlike Morgan, 
however, Goldman had the good grace 
to buy back some of the paper it 
mispriced instead of leaving clients hold- 


ing the bag. 


While the clock is running down, 
Shroff would like to hand out one last. 


award: the Battered Bear. This goes to the | 
securities firm that suffered the worst: 
management disarray of the year. Among - 
the competitors were S. G. Warburg, | 


County NatWest and Prudential Securities, | 


which all saw their Tokyo offices thrown 
into chaos. : 
But the winner is Baríng Securities. In 


1992, many of the brighter lights of its | 


Hongkong research team departed for 
greener pastures. It lost a big chunk of 


change in Tokyo and faced the departure | 


of its Bangkok representative. 


Now for the house-cleaning part of - 


aee ay MH ejna t AL ES allis PN CH os sa 


m———— 


bonen-kai. Shroff is throwing away the | 
brokerage reports stacked on his desk and ' 
is prepared to let bygones be bygones. | 


Better luck next year to one and all! 


m Shroff | 
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-. Refiners of raw data 


onventional wisdom has it that the 
electronics industry is going digital. 
Also according to conventional 
wisdom, Japanese companies are 
the masters of analog technology. How 
then to account for the success of Linear 


Technology, an American analog chip 


maker? 

At the end of September, Linear Tech- 
nology recorded its 27th consecutive quar- 
ter of sales growth. This is an almost un- 
heard-of achievement in the cyclical semi- 
conductor business. In the fiscal year ended 
on 28 June, the company’s net income rose 
48% from a year earlier to US$25 million 
on a 27% sales gain to US$120 million. 

“Our growth has been so consistent,” 
says Linear Technology president Bob 
Swanson. “People think we've invented a 
silicon-to-money converter here.” 

What the Silicon Valley-based 
company actually makes are analog- 
to-digital and digital-to-analog con- 
verters. These chips translate inputs 
from the real world — such as pres- 
sure from fingers on a computer 
keyboard — into the abstract lan- 
guage of on/off signals that comput- 
ers understand. For example, digital- 
to-analog converters translate on/off 
pulses into continuously varying 
voltages that create the images on 
computer screens. 

Analog chips take the raw alter- 
nating-electricity current from a 
socket and turn it into the precisely 
controlled, stable flow that micro- 
chips demand. In addition, these 
chips step up the nine volts from a 
computer battery to 12 volts for a 
disk drive or to 24 volts for a display. They 
also perform a host of other functions, such 
as amplification, comparison and differen- 
tiation. 

One of Linear Technology’s specialities 
is making analog chips for portable, bat- 
tery-powered products. This means nearly 
everything, from notebook computers to 


~ | cellular telephones. The company spotted 


the trend towards portability early on in its 
11-year history. 

The company also recognised that dig- 
ital technology has created opportunities 
for entire new classes of analog products. 
Swanson points out that digital-audio 
products such as compact disc players con- 
tain three times as many analog compo- 


| nents as conventional audio players. 
* The market for this sort of component is 


dominated by Japanese companies, which 
make most of the parts they use them- 


The analog chip market is fragmented. 


selves. But components for consumer 
goods account for only about one third of 
the analog market, which was worth US$10 
billion in 1992. 

The remaining two thirds of the market 
is industrial. This is dominated by US com- 
panies such as Linear Technology; National 
semiconductor, from which Linear Tech- 
nology is a spin-off; and Analog Devices. 

Non-consumer analog is one of the few 
segments of the semiconductor market in 
which the US is a net exporter to Japan. 
Much of the reason for this dominance is 
derived from the nature of the analog busi- 
ness. Digital devices, such as memory 
chips, tend to be high-volume products, 
where the aim is to cram more of the same 
component onto one chip. Digital products 
tend to be marketed directly to customers 
by corporate sales forces. 
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The analog market is more fragmented, 
with small lots of products being sold to a 
large number of customers. Linear Tech- 
nology sells 2,500 designs to 4,000 manu- 
facturers. It takes two large catalogues to 
list all the products that the 800-employee 
company makes at its plant. 

A broad customer base offers analog- 
chip makers protection from the ravages of 
the silicon cycle. Digital-chip companies 
are heavily dependent oncthé computer in- 
dustry. When it goes“dawn, they go down 





with it. : a A E "e es 
Computer applications account for only 
a quarter of Linear Technology's business: 
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A state-of-the-art digital chip plant can cost 
several hundred million US dollars. 

Analog chips need to be large in order 
to handle the vicissitudes of the real world. 
A US$15 million investment can support 
US$150 million in sales. “The leverage is 
enormous," Swanson says. "There's no ex- 
cuse for not making money in this busi- 
ness." 

All it takes is a bunch of good analog- 
chip designers. The snag is that such spe- 
cialists are hard to recruit. Being based on 
logic, digital design is easy to teach and 
can readily be automated. Digital micro- 
processors are typically produced by large 
teams of designers. 

Not so analog chips, which depend 
much more on personal inventiveness and 
gut feel that can be learned only through 
experience. Analog designers tend to be cu- 
rious, hands-on types, the sort of 
people who take radios apart to find 
out how they work. 

Analog designers, according to 
Swanson, are more intuitive and in- 
dividualistic than their digital breth- 
ren, whom they refer to conteniptu- 
ously as "bit weenies." Analog de- 
signers are also sceptics who like to 
challenge authority and who love 
practical jokes. They are, in short, 
mostly Americans. 

Linear Technology's Asian ex- 
ports were worth US$25 million in 
the fiscal year ended on 28 June and 
accounted for 21% of total sales. 
Many of these exports went to Tai- 
wan and South Korea for use in per- 
sonal computers. 

In 1989, Linear Technology be- 
gan operating a facility in Singapore, where : 
it tests and assembles 75% of its chips. A: 
design centre was added last year, and the 
company plans to expand the facility in 
1993 into a major hub from which it wil] 
ship products to the rest of the region. 

The company does almost as much 
business with Singapore, Hongkong, Tai- . 
wan and South Korea, which account for : 
10% of sales, as it does with Japan, which. 
accounts for 11%. Yet the company spends . 
much more effort on winning Japanese 
customers. P 

Swanson is frustrated by Linear Tech- 
nology's inability to crack the Japanese 
market. He believes cultural barriers are to- 
blame. "The Japanese will only buy from 
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you when they don't make something 


similar," Swanson says, "even when your 
product is more efficient than theirs." 
m Bob Johnstone 
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WestLB belongs at the 
top of your shortlist for cor- 
porate business. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 





Introducing the German bank that is at home in 
international finance: WestLB. 
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this sound foundation, WestLB — list - from Corporate Finance 
successfully combines classica! and Investment Banking to 
products with innovative Treasury. And with a global 
solutions, applying the right network stretching from 

mix of state-of-the-art techno- Dusseldorf to New York and 
logy and personai creativity. from Tokyo to London, WestLB 
That's why WestLB rightfully is perfectly at home where 





belongs at the top of your short- you are: in international finance. 





The Westdeutsche Landesbank 











AS LONG AS DELIGHTING 
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